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INTRODUCrrORT. 


Treasury  Department, 
Office  op  Commissioner  of  Internal  Revenue, 

Wdshinffton,  D.  C,  SepteTnber  i,  19^0. 
The  following  Digest  of  Treasury  Decisions  made  by  the  Conunis  • 
sioner  of  Internal  Revenue,  with  the  approval  of  the  Secretary  of  tbo 
Treasury,  iQcluding  abstracts  of  judicial  decisions  and  opinions  of  tho 
Attorney  General,  covers  the  decisions  under  the  acts  of  1909,  1913. 
1914,  1916,  1917,  and  other  acts  of  Congress  issued  during  the  period 
from  September  9,  1916,  to  December  31,  1920  (Treasury  Decisions 
2359^111),  excepting  only  the  decisions  under  the  Revenue  Act  of 
1918  and  the  National  Prohibition  Act  of  October  28,  1919.  In  con- 
nection with  decisions  imder  the  latter-mentioned  acts,  attention  is 
dii'ected  to  the  various  regulations  relating  thereto,  as  follows: 

35.  Narcotics. 

37.  Estate  tax  (T.  D.  2910). 

40.  Stamp  tax  on  issue,  etc.,  of  stock  and  sales  of  products  for  future  delivery. 

43.  Admissions  and  dues  (T.  D.  2830). 

45.  Income  and  profits  taxes  (T.  D.  2831). 

46.  Employment  of  child  labor  (T.  D.  2H23). 

47.  Excise  tax  on  sales  by  manufacturers  (T.  D.  2832). 

48.  Excise  tax  on  works  of  art  and  jewelry  (T.  D.  2833). 

49.  Transportation  tax  (T.  D.  2834). 

50.  Capital  stock  tax  (T.  D.  3039). 

61.  Excise  tax  on  toilet  and  medicinal  articles  (T.  D.  3040). 

62.  Soft  drinks,  etc.,  sold  in  closed  containers  (T.  D.  2838). 

53.  Soft  drinks,  etc.,  sold  at  soda  fountains,  etc.  (T.  D.  2839). 

54.  Excise  tax  on  sales  by  dealer  of  wearing  apparel,  etc.  (T.  D.  2866). 
56.  Stamp  tax  on  documents  (T.  Ds.  2867,  3094). 

66.  Motion-picture  films  (T.  Ds.  2868,  3070). 

67.  Tax  on  telegraph,  telephone,  radio,  and  cable  facilities  (T.  Ds.  2890,  3054). 

58.  Insurance  tax  (T.  Ds.  2939,  3063). 

59.  Special  taxes  upon  businosdea  and  occupations  and  upon  use  of  boats  (T.  D. 

2983). 

60.  Intoxicating  liquor  (T.  D.  2985). 

61.  Industrial  alcohol  and  denatured  alcohol  (T.  D.  2986). 

This  Digest  is  published  for  the  information  of  oJBScers  and  agents 
of  the  Internal  Revenue  Bureau  and  all  others  concerned. 

Wm.  M.  Williams, 
Commissioner  of  Internal  Revenue. 
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DIGEST  OF  INTERNAL  REVENUE  DECISIONS. 


ABATEMENT  OF  TAX. 
See  '^Claims." 

ABSCONDING. 

Income  taxes — Abatement. 

See  ''Income  Taxes  (Individuals)." 

ABSENCE. 
Capital  stock  tax— Persons  liable  for  return. 

Where  failure  to  file  return  is  due  to  absence,  collector  may  allow  further  time, 
not  exceeding  30  days,  for  making  and  filing  return  as  he  deems  proper.  (T.  D. 
2750,  art.  21,  Appendixes  A,  B;  Aug.  9,  1918.) 

Excess  profits  and  income  taxes — Persona  liable  for  returns  or  payment. 

Where,  by  reason  of  absence  from  their  bome^  or  places  of  business  in  the  mili- 
tary service  of  the  country,  it  is  impossible  for  inaividuals  to  receive  notice  and 
demand,  Form  17,  and  pay  taxes  assessed  so  that  taxes  can  be  receive<l  by  collector 
within  10-dav  period  following  service  of  notice,  collector  is  requested  to  enter  on 
Form  17  as  date  on  which  tax  becomes  due  and  payable,  as  near  va  possible,  date 
10  days  subsequent  to  time  that  payment  should  Be  received  in  ordinary  course 
of  mails;  and  where  it  appears  that  full  amount  of  tax  was  placed  in  mails  within 
10-day  period,  or  in  caae  notice  is  not  delivered  in  due  time  by  reason  of  delay  in 
mail,  and  satisfactory  evidence  of  that  fact  is  furnished,  penalty  and  int-ercst  will 
not  be  collected.    (T.  D.  2679;  Mar.  23,  1918.) 

Time  for  filing  war  excess  profits  tax  returns  by  nonresident  alien  individuals 
and  corporations  and  American  citizens  residing  or  traveling  abroad,  including 
persons  in  military  or  naval  establishments  stationed  or  on  duty  beyond  limits 
of  the  States  and  Territories  of  Hawaii  and  Alaska,  extending  for  such  period  as 
may  be  necessary  to  and  including  90  days  after  proclamation  of  President  of  the 
Umted  States  announcing  close  of  war 'with  Germany;  any  such  person  filing 
return  after  April  1,  1918,  but  on  or  before  October  1,'  1918,  embodying  therein 
or  attaching  thereto  written  8tatein«»nt  showing  that  he  comes  within  classes  des- 
ignated by  T.  D.  2581,  need  not  file  supporting  aflidavit  stating  cause  of  delay. 
(T.  D.  2672;  Mar.  16,  1918.) 

Return  may  be  made  by  an  a^ent  when  by  reason  of  illness,  absence,  or  nonresi- 
dence  x>erBon  Liable  for  return  is  unable  to  make  same,  agent  assuming  responsi- 
bility of  making  return  and  incurring  penalties  provided  for  intentional  false  or 
fraudulent  return.    (T.  D.  2690;  art.  22.) 

Where  corporation  fcdls  or  neglects  to  file  return  within  prescribed  time,  and  such 
neg[lect  is  due  to  sickness  or  absence,  collector  may  grant  extension  of  time  within 
which  to  file  return,  which  extension  must  not  exceed  30  days  from  normal  due 
date;  application  for  extension  must  bo  made  prior  to  expiration  of  period  for  which 
extension  is  desired.    (T.  D.  2690;  art.  222.) 

Absence  of  one  or  more  officers,  at  time  return  is  required  to  be  filed,  will  not  be 
accepted  as  reasonable  cause  for  failure  to  file  return  within  prescribed  time,  unless 
it  is  satisfactorily  shown  that  there  were  no  other  principal  officers  available  and 
sufficiently  informed  as  to  affairs  of  corporation  to  make  and  verify  return.  (T.  D. 
2690;  art.  223.) 

ACCEPT. 
Definition. 

The  word  "accept"  is  used  in  the  penal  provision  in  section  802  of  the  act  of 
October  3, 1917.  in  the  general  sense  of'*  receive,"  not  in  the  specitd  sense  peculiar 
to  drafts.    (T.  D.  2682;  Mar.  26,  1918.) 
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6  ACCESSORIES — ^ACCOUNTS. 

AOGBSSOBIES. 

See  "Exdae  Taxes." 

ACCIDENT  COMPENSATION. 

Income  tax. 

Pa3mieat8  made  ta  ii^uc^d  employee  b^  oor|ioi»tiQii  under  tbe  accident  com- 
pensation laws  of  the  several  States  constitute  taxable  income  of  the  employee. 
(T.  D.  2570;  Nov.  6, 1917.) 

Amount  received  bv  individual  as  result  of  suit  or  compromise  for  personal 
injuries  sustained  by  him  through  accident  is  not  income  taxable  under  Title  I 
of  act  September  8.  1916,  as  amended  by  Title  XII  of  act  October  a,  1917,  and  of 
Title  I  of  act  October  3,  1917.    (T.  D.  2747;  July  12,  1918.) 

Proceeds  of  accident  insurance  policy  received  by  individual  on  account  of 

rsrsonal  injuries  sustained  through  accident  are  not  mcome  taxable  under  Title 
of  act  September  8,  1916,  as  amended  by  Title  XII  of  act  October  S,  1917,  and  of 
Title  I  of  act  October  3,  1917.    (T.  D.  2747;  July  12,  1918.) 

ACCOTTNTS. 

Excess  proflts  tax—"  Tangible  property." 

Stocks,  bonds,  bills  and  accounts  receivable,  notes  and  other  evidences  of  indebt- 
edness, and  leaseholds,  when  paid  in  for  stock  or  shares  in  corporation  or  partner- 
ship, will  be  regarded  as  tangible  property  so  paid  in,  but  when  corporation  pays 
for  intangible  property  by  the  issuance  of  its  own  stock  or  bonds  this  will  not  be 
regarded  as  being  a  payment  bona  fide  made  in  cash  or  tangible  property  within 
meaning  of  section  207  of  act  October  3,  1917.     (T.  D.  2694;  art.  47.) 

Xncoma  taxes— Net  income. 

Cornorations  keeping  accounts  in  strict  acc<NKi  with  methods  prescribed  by  munic- 
ipal, State,  or  Federal  authorities,  or  in  accord  with  appvoved  standard  accounting 
prEK^tices  consistently  followed  from  year  to  year,  will  oe  pomitted  to  make  their 
returns  of  annual  net  income  on  basis  of  accounts  so  kept,  pro\ided  suck  systems 
of  accounting  clearly  and  correctly  reflect  net  income  ol  each  year.  (T.  D.  2690; 
art.  127.) 

Every  individual  (X  corporation  entitled  to  deduction  on  account  of  depletion  or 
for  return  of  capital  invested  shall  keep  accurate  ledger  account  in  which,  in  case 
ol  fee  owner,  shall  be  charged  fair  market  value  as  of  March  1,  1913,  or  ciist,  if 
acquired  subsequent  to  that  date,  of  oil  or  gas  property,  plus  cost  of  development, 
or,  in  case  of  lessee,  amount  actually  originally  invested  in  lease  and  its  develop- 
ment; this  amount  shall  be  credited  with  amount  claimed  and  allowed  each  year  as 
deduction  on  account  of  depletion  eras  return  of  capital,  to  end  that  when  credits 
to  account  equal  debitsno  further  deductions  on  either  account,  with  respect  to  this 
property  ana  capital  invested  therein,  will  be  allowed;  or,  in  lieu  of  direct  credit 
to  property  account,  amoimts  so  claimed  and  allowed  as  deduction  may  be  cred- 
ited to  depletion  reserve  account.    (T.  D.  2690;  art.  170.) 

Both  owner  and  lessee  of  mining  properties  will  keep  accurate  ledger  accounts 
to  which  will  be  chaiged  cafAtal  invested  in  mine  or  lease,  and  in  machinery, 
equipment,  etc.,  crediting  such  accounts  or  a  depreciation  and  depletion  reserve 
account  with  amount  claimed  and  allowed  as  deduction  each  year  until^  as  result 
of  such  credits,  the  capital  charge  shall  be  extinguislied,  after  which  no  further 
deduction  on  this  account  will  be  allowed.    (T.  D.  2690;  art.  172.) 

-^Returns. 

Individual  keeping  accounts  upon  any  basis  other  than  that  of  actual  receipts 
and  disbursements,  unless  such  otner  basis  does  not  clearly  reflect  his  income,  may, 
subject  to  regulations  made  by  the  Commissioner  of  Internal  Revenue,  with 
approval  of  Secretary  of  the  Treasury,  make  his  return  upon  the  basis  on  which 
his  accounts  are  kept.     (T.  D.  2690;  art.  24.) 

Returns  should  be  made  on  basis  of  receipt  unless  individual  Liable  for  return 
keeps  account  on  some  other  basis  which  will  clearly  reflect  his  income.  (T.  D. 
2690;  art.  26.) 

Any  system  of  accounting  which  is  not  consistent  with  purpose  and  intent  of 
rules  set  out  in  Title  1  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of 
October  3, 1917,  and  with  the  general  rules  set  out  in  Regulations  No.  33,  for  ascer- 
tainment of  net  income,  will  not  be  accepted  as  correct  basis  for  making  returns. 
(T.  D.  2690;  art,  128.) 
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ACCRUBD  INTSREST-^ACTTOXS.  t 

ACCBT7ED  DTTBRfiST. 
ACSnO  ACDX 

ACETONE. 


ACTIONS. 


See  *'lBterett.'» 

X>eiiAtavod  «loohol. 

See  **AkohoL'' 

Denattired  alcoboL 
See ''Alcohol." 

Adulterated  buttes; 

Under  the  oleomaigarine  act  of  August  2,  1886,  section  14,  and  the  adulterated 
butter  act  of  May  9,  1902,  section  4,  where  there  has  been  a  hearing  on  contested 
facts  and  arbitrary  conduct  in  the  1^^  sense  is  not  complained  of,  decision  ol  Com- 
missioner that  certain  substance  6r  compound  oonstitutea  adulterated  butter  is 
final  and  may  not  be  attacked  in  any  action  at  law  to  recover  back  tax  and  penalty 
paid  under  protest.     (T.  D.  2803;  Mar.  12, 1919.    Ct.  Dec.) 

Conditions  precedent. 

Claim  for  refund  filed  in  August,  1903,  with  Commissioner  of  Internal  Reyenue 
as  prerequisite  to  suit  against  collector  to  recover  succession  tax  collected  under  act 
of  June  13,  1898,  is  sufficient  to  meet  requirements  of  act  of  July  27,  1912;  effect  of 
daim  was  not  extinguished  by  judgment  in  suit  and  it  is  not  necessary  that  claim 
be  filed  under  the  1912  act.    (T.  D.  2885;  July  10,  1919.    Ct.  Dec.) 

The  bar  of  section  3226,  Revised  Statutes,  making  appeal  to  Commissioner  and 
decision  by  him  a  necessary  cofudition  precedent  to  action  to  recover  tax  ille^lly 
collected,  and  of  section  3228,  Re vieea  Statutes,  fixing  two  years  as  time  within 
which  to  bring  such  an  action,  is  removed  as  to  inneritance  taxes  imposed  by  act  of 
June  13,  1898,  if  taxpayer  has  complied  with  section  3  of  the  act  of  June  27,  1902, 
and  section  2  of  the  act  of  July  27,  1912,  and  presented  to  Commisabner  daun  for 
refund  of  the  tax.    (T.  D.  2886;  July  10,  1919.    Ct.  Dec.) 

Fact  that  tax  was  voluntarily  paid — that  is,  without  protest — is  no  impediment 
to  the  applicatioa  of  act  of  July  27,  1912.    <T.  D.  2886;  July  10, 1919.    Ct.  Dec.) 

Smts  4o  recover  intemal-Keveniw  taices  wn  haned  by  iuhm  to  appeal  to  the 
Comsodflaioner  of  Internal  Rervemie,  as  tequured  by  section  3226,  Revised  Statutes. 
(T.  D.  3013;  May  3,  1920.    Ct.  Dec.) 

Debt— Recovery  of  tax. 

Common-law  action  of  debt  lies  in.  favor  of  Grovemment  whenever  by  accident, 
auetake,  or  imud  taxes  have  not  been  paid;  Government  may  recover  pereonal 
judgment  for  tax  whenever  there  exists  duty  to  pay,  provided  another  renfedy  has 
not  heea  ande  exckuive  by  clear  and  spectre  «edaration;  reaasessment  provided 
for  by  act  August  5,  1909,  secUoa  d8,  ia  z^t  praraquiaite  to  action.  (T.  D.  2697; 
Apr.  16,  1918.    Ot.  Dec) 

Zncome  taxe»— CoHectioii. 

So  Buit  will  be  brought  to  recover  unpaid  taxes  until  collector  of  district  shall 
have  submitted  to  Commissioner  full  report  ol  all  material  "bete  and  circumstAnces 
of  the  case  and  shall  have  reca  ved  express  authority  to  report  caae  to  United  States 
attorney  for  suit.    (T.  D.  2690;  art.  250.) 

Amounts  collected  by  distmint  or  otherwise  anhseqiient  to  institution  of  suit  for 
collection  by  United  States  attoraev  should  be  at  once  reporlod  to  United  States 
attorney  for  his  guidance  in  his  further  prosecution  of  case  in  court.  (T.  D.  2690; 
art.*a61.) 

When  suit  to  recover  tax  is  decided  in  favor  of  United  States  and  execution  issued 
and  returned  nulla  bona  as  respects  whole  or  part  of  judgment,  collector  should 
satisfy  himself  whether  or  not  any  personal  property  can  be  found  to  satisfy  such 
judgment  and  whether  liiere  is  any  real  property  wnirh  can  be  subjected,  by  dis- 
tmint  or  by  suit  in  equity,  under  section  8207,  ReAosed  Statutes,  to  sale  in  satisfac- 
tion of  judgment;  where  satisfied  that  there  is  no  such  real  or  personal  property 
collector  should  present  to  Commissioner  a  (^laim  on  Form  53  for  abatement  of 
amoimt  not  collected  if  it  has  not  already  been  abated,  making  statement  thereon 
of  Ins  action,  accompanied  by  certificate  of  clerk  of  court  as  to  facts  in  case .  (T .  D . 
2090;  ait.  258.) 
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8  ADMriNlSTRATIVE. 

Income  taxes — CoUectioii— Continued. 

Where  suit  for  taxes  not  abated  as  uncollectible  is  dismissed  upon  technical 
defect  in  proceedings^  or  when  adverse  verdict  is  rendered  on  some  technical 
ground  not  reaching  merits  of  case,  and  right  to  new  trial  or  to  appeal  has  elapsed 
and  tax  can  not  be  collected  by  distraint  or  by  suit  in  equity  to  siibject  real  estate 
to  sale,  claim  for  abatement  should  be  made  on  Form  53.    (T.  D.  2690;  art.  254.) 

Collectors  are  authorized  to  pay  clerk  of  court  his  legal  fees  for  certificates  fur- 
nished by  him  relative  to  litigated  taxes,  and  will  be  credited  in  their  expense 
accounts  for  amounts  so  paid  on  filing  therewith  vouchers  covering  expenses  thua 
incurred.    (T.  D.  2690;  art.  255.) 

Judgment  as  bar. 

Judgment  in  suit  against  collector  to  recover  succcpsion  tax  collected  under  act 
of  June  13,  1898,  for  part  of  claim  only,  certain  interests  involved  being  erroneously 
held  to  be  taxable  as  being  vested  in  possession  or  enjoyment  before  July  1,  1902. 
which  judmient  was  satisfied  by  the  United  States,  is  no  bar  to  suit  against  Unitea 
States  in  Court  of  Claims  to  recover  unpaid  residue.  (T.  D.  2885;  July  10,  1919. 
Ct.  Dec.) 

ADMINISTBATIVB. 

Accounting — Allowances  for  expenses  and  disbursements. 

No  expense  shall  be  incurred  or  disbursement  made  by  any  administrative  or 
disbursing  officer  of  Internal  Revenue  Service  involving  internal -revenue  appro- 
priation, unless  allowance  therefor  has  previously  been  granted  by  the  Secretary 
of  the  Treasiuy,  or  by  his  authority,  upon  the  recommendation  of  the  Commissioner 
of  Internal  Revenue;  in  cases  of  emergency,  requests  for  such  allowance  or  the  pre- 
liminarv  notification  of  the  granting  thereof,  or  both,  may  be  made  bv  telegraph. 
(T.  D.  2872;  June  20, 1919.    T.  D.  2996;  Mar.  24,  1920.) 

Bureau  at  Washington. 

The  administration  of  granting  of  all  allowances  for  the  Bilreau  of  Internal  Reve- 
nue at  Washington  shall  be  centralized  in  Division  of  Appointments,  which  will 
have  jurisdiction  over  granting  of  allowances  for  salaries  and  expenses  of  Bureau 
officers  and  employees,  and  Division  of  Supplies  and  Equipment,  which  will  have 
jurisdiction  over  granting  of  all  Bureau  allowances  other  than  those  for  salaries  and 
expenpes  of  officers  and  employees,  and  all  requests  for  said  allowances  will  be  made 
upon  the  Conunissioner  of  Internal  Revenue  through  these  divisions,  (T.  D.  2872; 
June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Classes  of  allowances. 

Allowances  are  di\4ded  into  two  classes,  viz,  (a)  annual  allowances;  (b)  special 
allowances. 

(a)  Annual  allowances  comprise  those  covering  fixed  charges  which  recur  re^- 
larly  from  montii  to  month  and  which  are  granted  for  full  fiscfU  year  or  such  portion 
thereof  as  is  unexpired  at  time  of  their  becoming  effective;  charges  accruing  regu- 
larly, although  made  to  cover  period  of  fiscal  year,  or  which  are  not  paid  regularly 
each  month,  should  not  be  classed  as  annual  allowances;  all  unused  balances  of 
monthljr  portion  of  allotment  of  annual  allowances  will  be  regularly  liquidated  by 
the  Division  of  Accounts  and  become  available  for  allowance  under  the  respective 
appropriations  for  other  purposes;  salaries  and  fixed  allowances  of  permanent  em- 
ployees are  the  most  common  examples  of  annual  allowances. 

(b)  Special  allowances  comprise  those  which  are  not  included  in  above  definition 
of  annual  allowances,  and  which  are  made  for  some  special  purpose  or  on  account  of 
which  charges  accnie  or  payments  are  made  irregularly,  or  both;  balances  of  special 
allowances  will  be  carried  in  Division  of  Accounts,  against  which  all  payments  will  be 
checked,  and  any  final  balances  will  be  liquidated  and  made  available  for  allow- 
ance for  other  purposes;  disbursing  agents  in  reporting  payments  upon  the  schedules 
should  indicate  wnen  they  are  final  as  to  each  special  allowance;  salaries  and  travel 
allowances  of  temporary  employees,  office  supplies  and  eauipment,  leases,  printing, 
and  lump  sums  for  miscellaneous  expenses  are  examples  of  special  allowances. 
(T.  D.  2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Copies  of  allowances. 

Copies  of  all  allowances  granted  and  withdrawn  will  be  furnished  each  day,  as 
designated  upon  printed  forms,  (a)  to  disbursing  agents  in  field  service  who  are  to 
pay  amounts  of  sillowances  granted,  or  to  proper  requisitioners  in  case  of  bureau 
service  at  Washington,  (b)  to  Division  of  Accounts,  (c)  to  Auditor  for  the  Treasury 
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Accountings—Continued . 

Copies  of  allowances — Continued. 

Dep%rtment,  except  that  in  lieu  of  fumiBhing' copies  of  Form  62  to  the  auditor,  a 
copy  of  each  order  (Chief  Clerk,  Treasury  Department  Form  20A)  based  upon 
requests  made  upon  said  Form  62  will  be  continued  to  be  furnished  to  Division  of 
Accounts,  to  be  subsequently  sent  to  auditor  with  voucher  to  which  it  pertains, 
(d)  one  copy  to  be  retained  as  an  office  copy  by  the  issuing  department.  (T.  D. 
2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Bisburaing  agents'  accounts  current. 

Disbursing  agents  are  required  to  submit  their  accounts  current  (Form  44)  and 
schedules  of  disbursements  (Form  63,  Revised)  in  duplicate,  one  copy  for  the  audi- 
tor and  one  copy  to  be  retained  in  the  files  of  the  Division  of  Accounts.  (T.  D.  2872; 
June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Field  service,  in  general. 

Administration  of  granting  of  allowances  shall,  in  case  of  allowances  for  field 
8er^'ice,  be  centralized  in  (a)  Supervisor  of  Collectors'  Offices,  (b)  Head,  Field 
Audit  Division,  Income  Tax  Unit,  and  (c)  Federal  Prohibition  Commissioner,  and 
all  requests  for  such  allowances  will  be  made  upon  the  Commissioner  of  Internal 
Revenue  through  these  offices;  issuing  of  grants  of  said  allowances  through  the 
medium  of  the  formal  allowance  documents  will  be  centralized  in  (d)  Division  of 
Appointments  and  (e)  Division  of  Supplies  and  Equipment.  (T.  D.  2996;  Mar. 
24.  1920.) 

The  Supervisor  of  Collectors'  Offices  will  have  jurisdiction  over  granting  of  all 
allowances  for  salaries  and  expenses  of  officers  and  employees,  for  supplies  and 
equipment,  and  for  other  requirements  of  collectons'  offices.  (T.  D.  2872;  June  20, 
1919.    T.  D.  2996;  Mar.  24,  1920.) 

The  Head:  Field  Audit  Division,  Income  Tax  Unit,  will  have  jiu-isdiction  over 
granting  of  allowances  for  salaries  and  expenses  of  officers  and  employees,  for  sup- 
plies and  equipment,  and  for  other  requirements  of  the  offices  of  Revenue  Agents 
in  Charge,  subject  to  review  and  control  in  estate  tax  matters  by  the  Deputy  Com- 
missioner in  Charge  of  Estate  Tax  Division.     (T.  D.  2996;  Mar.  24,  1920.) 

The  Federal  Prohibition  Commif?8ioner  will  have  jurisdiction  over  the  granting 
of  all  allowances  for  salaries  and  expenses  of  officers  and  employees,  for  supplies 
and  equipment,  and  for  other  reouirements  of  the  offices  of  Federal  Prohibition 
Directors  and  Supervieing  Federal  Prohibition  Agents.     (T.  D.  2996;  Mar.  24, 1920.) 

The  Division  of  Appointments  will  have  jurisdiction  over  issuing  of  formal  allow- 
ance documents  covering  salaries  and  expenses  of  internal  revenue  officers  and 
employees  in  the  field  service;  expenses  will  include  railroad  and  other  fares,  sub- 
sistence, and  any  other  travel  or  other  expenses  personal  to  officers  and  employees; 
said  division,  under  the  immediate  direction  of  the  assistant  to  the  Commissioner, 
will  keep  all  files  and  records  relating  to  appointments  in  the  field,  as  well  as  in  the 
Bureau,  and  vviU  include  decisions  as  to  field  appointments  but  will  not  exercise 
discretion  with  respect  to  any  appointment,  transfer,  promotion,  or  separation  from 
the  service  of  any  officer  or  employee,  this  discretion  being  lodged  in  the  Super- 
visor of  Collectors'  Offices,  Head,  Field  Audit  Division,  Income  Tax  Unit,  and  the 
Federal  Prohibition  Commissioner,  subject  to  the  discretion  of  the  Commissioner 
of  Internal  Revenue.     (T.  D.  2996;  Mar.  24,  1920.) 

The  Division  of  Supplies  and  Equipment  will  have  jurisdiction  over  the  issuing 
of  the  formal  documents  covering  allowances  for  field  servdce  other  than  expenses 
for  railroad  and  other  fares,  for  subsistence,  and  other  travel  or  other  expenses  per- 
sonal to  officers  and  employees,  including  supplies  and  equipment,  freight  and 
express  transportation,  rentals,  printing  and  binding,  and  miscellaneous  expenses 
other  than  personal.     (T.  D.  2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Transmission  of  requests. 

As  requests  for  allowances  are  received  from  field  service  and  indorsed  by  the 
Supervisor  of  Collectors'  Offices,  the  Head,  Federal  Audit  Division,  Income  Tax 
Unit,  and  Federal  Prohibition  Diviedon,  within  their  respective  jurisdictions,  said 
'requests  will  be  transmitted  to  Division  of  Appointments  in  case  of  allowances  for 
railroad  and  other  fares,  for  subsistence,  and  other  travel  or  other  expenses  personal 
to  officers  and  employees,  and  to  the  Division  of  Supplies  and  Equipment  in  case 
of  allowances  for  supplies  and  equipment,  freight  and  express  transportation,  rentals, 
pnntiDg  and  binding,  and  miscellaneous  expenses  other  than  personal,  where  the 
lonnal  allowance  documents  will  be  prepared  and  submitted  to  the  Commissioner 
of  Intemal  Revenue  for  approval.     (T.  D.  2996;  Mar.  24,  1920.) 
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Accounting— Continued . 

Forms. 

Oraato  of  allowuicei,  m  well  as  witMnMrals  ol  same,  auM  be  made  tfarmifh 
meiium  of  stsmdaid  brnu  provided  therefiMr,  and  ao  cbiui^  eacumfoeriiv?  appro- 
priationfl  will  be  made  in  tbe  Division  of  Accounts  or  credits  allowed  for  disburse- 
mentemade  unless  the  formal  allowance  documents  covering  same  have  been  re- 
ceived in  said  division.    (T.  D.  2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

For  purpose  of  granting  and  mthdrawing  allowances  the  following  forms  are  pro- 
vided and  their  use  enjoined:  Form  7367,  ** Grant  of  Annual  Allowances*';  Form 
7369,  "Grant  of  Special  Allowances";  Form  7368,  **Witiidraw»l  of  Annual  Allow- 
ances"-Foim  7370,  **  Withdrawal  of  Special  Allowances";  Form  62,  ** Purchase  or 
Stores  Requisition  upon  tlie  Chief  Olerk  of  the  Treaeary  Department."  These 
forms,  serially  numbered,  are  kept  in  stork  in  Di\'i8ion  of  Accounts,  and  custodian 
thereof  will  be  held  responsible  for  care  and  duly  authorized  issue  thereof;  as  re- 
quired for  issue,  said  forms  will  be  supplied  upon  recpiisition  therefor;  the  Division 
of  Accounts  will  keep  a  check  upon  the  forms  issued  and  require  that  the  numbered 
fliieets  be  aocounted  for.    <T.  D.  2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Withdrawals  of  annual  and  special  allowancee,  in  whole  or  in  part,  will  in  case  of 
each  class  of  allowances  be  covered  by  sepamte  series  of  forms,  issued  by  Division  of 
Appointments  and  Divirion  of  Supplies  and  Equipment,  as  provided  in  case  of 
grantinj?  of  annual  and  special  allowances.  (T.  D .  2872 ;  June  20, 1919.  T.  D .  2996 ; 
Mar.  24,  1920.) 

- —  Method  of  eatiniating  expenses,  etc. 

Nothing  in  the  regulations,  as  set  forUi  in  T.  Ds.  2872  and  2996,  flhall  be  ooDBtrued 
to  change  the  present  method  of  estimating  and  allowing  expenses  or  making  and 
accountmg  for  disbursements  under  indefinite  appropriatJons,  whether  permanent 
(e.  g.,  *' Refunding  Taxes  Illegally  Collected")  or  annual  (e.  g.,  '* Increase  of  Com- 
pensation").   (T.  D.  2872;  June  20,  1919.    T.  D.  2996;  Mar.  24,  1920.) 

Writing  up  allowance  documents. 

In  writing  up  allowance  documents  it  is  essential  not  only  that  necessary  details 
be  given  respecting  items  sought  to  be  allowed,  as  provided  for  upon  the  standard 
fonns  or  as  may  be  required,  but  tiiat  documents  show  in  every  case  the  exact 
amount  for  which  it  is  proposed  to  charge  an  appropriation;  separate  documents  will 
be  used  for  each  appropriation.  (T.  D.  2872;  June  20,  1919.  T.  D.  2996;  Mar.  24, 
1920.) 

Bonds — ^Additional  taxes. 

Form  of  bond  to  be  executed  in  duplicate  with  approved  surety  company  pro- 
scribed for  extending  payment  to  date  not  exceeding  seven  months  from  passage 
of  act  of  October  3, 1917,  of  additional  taxes  imposed  by  act.  (T.  D.  2533;  Oct.  6, 
1917.)  Penal  sum  of  bond  fixed  at  not  leas  than  tax  due;  if  tax  as  shown  by  return 
is  less  than  J1,000,  penal  sum  of  bond  mav  be  less  than  $1,000.  (T.  D.  2574;  Oct. 
31, 1917.) 

Payment  of  tax  shoMm  to  be  due  under  aei^tiou  403  of  act  of  October  3, 1917,  may, 
upon  filing  of  bond,  be  extended  to  date  not  exceeding  seven  months  from  pas  a^e 
or  such  act;  bond  to  be  executed  in  duplicate,  with  approved  surety  company,  in 
penal  sum  of  not  less  than  double  the  tax  due  ana  in  no  case  less  than  $1,000.  (T.  D. 
2556;  Oct.  16,  1917.    But  see  T.  D.  2574  as  to  penal  sum  of  bond.) 

Payment  of  additional  taxes  on  account  of  stamps  for  pa>Tnent  of  tax  on  cigars, 
cigarettes,  etc.,  on  hand  on  October  4,  1917,  and  T»Jovembor  2, 1917,  must  be  made 
at  time  manufacturer  files  return — in  case  of  inventories  of  October  4,  1917,  on  or 
before  November  2,  1917;  and  in  case  of  inventories  of  November  2.  1917,  on  or 
before  December  1,  1917— and  in  no  case  can  tliis  time  be  extended  beyond  such 
dates;  no  bond  for  extending  payment  will  be  accepted,  as  in  case  of  additional 
taxes  on  stocks  in  hands  of  dealers,  as  the  law  makes  no  provision  to  that  effect. 
(T.  D.  2569;  Oct.  17, 1917.) 

Returns  required  by  section  1002  of  act  of  October  3,  1917,  required  to  be  filed 
on  or  before  November  2,  1917;  time  for  filing  return  can  not  be  extended  by 
giving  of  bond.    (T.  D.  2584;  Nov.  20,  1917.) 

Where  satisfactory  bonds  have  not  been  given  for  extension  of  time  for  making 
payment,  notice  and  demand  should  be  mailed  as  provided  by  section  3184,  Re- 
vised Statutes,  which  notice  and  demand  should  be  served  on  Fonn  1>17 ,  and  ^ould 
be  followed  in  order  by  Foim  1-21  and  Form  ^  within  intervals  of  10  days  of  each 
oUier;  notice  where  required  bonds  have  been  given;  penalties;  suits  on  bonds. 
(T.  D.  2048;  Jan.  28, 1918.) 
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Bonds — Continued . 
Collateral  seouritj. 

Bonds  deposited  as  security  must  be  immediateTy  forwarded  to  Commissioner  of 
Internal  Revenue  by  registered  mail  for  safe-keeping,  except  where  collector's 
office  is  in  same  city  as  Feiieral  reserve  bank,  in  wiiich  case  coupon  bonds  received 
should  be  depoeitea  with  such  bank,  which  will  issue  its  receipt;  disposition  of 
receipts;  assignment  of  reg:istered  bonds;  insurance  of  packages.  (T.  D.  2554; 
Oct.  25, 19170 

Fonn  of  bond  with  personal  surety  to  be  executed  in  penal  sum  of  not  less  than 
tax  due  and  in  no  case  less  than  $1,000  prescribed;  peisonal  suretv  need  not  be 
required  to  qualify  on  Form  33  when  he  is  supported  by  collateral  security  of  a 
value  clearly  in  excess  of  amount  of  tax  due.  (T.  D.  2557;  Oct.  27,  1917.  But 
see  T.  D.  2574  as  to  penal  sum  of  bond.) 

Where  collateral  other  than  Libert v  bonds  is  deposited  as  security,  principal 
must  execute  bond  in  stated  form,  and  collector  is  required  to  Rive  certain  receipt; 
collateral  should  be  surrendered  to  taxpayer  as  soon  as  tax  ana  interest  have  been 
paid ;  if  tax  is  paid  in  installments  proportionate  amount  of  coUateial  deposited  may 
t>e  surrendered  in  discretion  of  collector.    (T.  D.  2574;  Oct.  31, 1917.) 

Bond  as  security  for  payment  of  floor  taxes  filed  before  expiiation  of  10  days 
alter  the  date  of  notice  and  demand  for  payment  should  be  accepted  as  security; 
bond  may  be  accepted  after  such  10  davs  if  sufficient  in  amount  to  cover  tax  and 
accrued  penalties.    (T.  D.  2574;  Oct.  3i,  1917.) 

Collectors  should  use  vigilance  in  collection  of  taxes  and  issue  distraint  warrant 
wherever  necessary;  if  taxes  secured  bv  filing  of  bond  are  not  paid  within  time 
limit,  collector  ^ould  endeavor  to  collect  by  distraint.  (T.  D.  2574;  Oct.  31, 
1917.) 

Any  registered  or  coupon  bonds  of  the  United  States  may  be  accepted  as  seciuity 
for  payment  of  floor  taxes,  in  accordance  with  T.  D.  2537,  T.  D.  2554,  and  T.  D. 
2557.    (T.  D.  2606;  Dec.  13, 1917.) 

Taxpayer  may  give  personal  bond  with  one  or  more  penooal  sureties,  as  required 
by  statute,  supported  by  deposit  ol  registered  bonds  of  United  States,  at  face  value 
equal  to  penal  sum  of  bond,  assigned  to  ^'The  Commisskuier  of  Intemal  KeveBue ''; 
forms  of  bonds  prescribed  in  existing  regulations  may  be  modified  to  confoon  with 
reouirements  of  this  holding;  bonds  neea  not  be  deposited  when  personal  sure  ties  are 
sufficient,  but  where  bonds  are  deposited  aa  collateral,  sureties  will  not  be  required 
to  qualify  on  Form  33;  registered  bonds  deposited  to  be  forwarded  to  Commissioner 
by  Tegifltered  mail  for  aaie-keepin^;  upon  cancellation  of  bonds  ^ven  by  taxpayer 
bonds  forwarded  will  be  reissuea  in  accordance  with  instructions  of  taxpayer. 
(T.  D.  2606;  Dec.  13,  1917.) 

liibexty  bonds. 

Collectors  authorized  to  accept  in  lieu  of  surety  bonds  as  security  for  payment  of  • 
floor  taxes  covered  by  section  1002  of  act  of  October  3,  1917,  Liberty  .bonds  of  the 
United  States  equivalent  to  the  actual  amount  of  the  taxes  due.  (T.  D.  2537; 
Oct.  17, 1917.) 

Collectors  authorized  to  accept  certificate  of  bank  or  trust  company,  member 
of  Federal  reserve  system,  sufficiency  and  solvency  of  which  are  satisfactory  to 
collector,  to  effect  that  taxpayer  has  deposited  cash  or  Treasury  certificates  of 
indebtedness  in  full  payment  ot  Liberty  loan  bond  subscriptions  in  name  of  ^'Com- 
missioner of  Internal  Rsvenue  in  trust  for ,"  or  in  event  bond  transaction  is 

not  consummated  taxes  will  be  paid  to  collector  in  cash  or  corporate  surety  bond 
filed;  form  of  certificate  indicated;  certificate  to  be  forwarded  to  Commissioner  of 
Internal  Rerenue.    (T.  D.  2654;  Oct.  25,  1917.) 

Where  Liberty  bonds  are  deposited  as  security,  principal  must  execute  bond  in 
stated  form;  Liberty  bonds  deposited  and  in  possession  of  collector  of  internal 
revenue  should  be  surrendered  to  taxpayer  as  soon  as  the  tax  and  interest  have  been 
paid;  if  tax  is  paid  in  installments,  a  proportionate  amount  of  the  collatezal  de- 
posited may  be  surrendered  in  the  disjrotion  of  the  collector.  (T.  D.  2574;  Oct. 
31, 1917.) 

Wine  maker  producing  not  exceeding  1,000  gallons  may  either  file  bond,  Form 
699,  or  may  deposit  with  collector  as  security  Liberty  loan  bonds  or  cash  equal  to 
amount  of  tax;  if  Liberty  loan  bonds  are  oeposited,  he  must  execute  bond,  in 
duplicate,  in  stated  form,  and  in  such  form  with  appropriate  substitutions  in  case 
eaan  is  deposited;  bond  and  security  must  be  filed  witn  collector  prior  to  time  of 
cruflMng  gnqwi.    (T.  D.  2766;  Oct  21, 191&) 
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Bonds — Continued. 

Collateral  security — Continued. 

■ Liberty  bonds^-Continued. 

When  Liberty  loan  bonds  or  cash  are  deposited  as  security  by  wine  maker  pro- 
ducing not  exceeding  1,000  gallons  per  year,  the  collector  should  give  the  depositor 
a  receipt  in  stated  form,  which  receipt  should  be  made  in  triplicate,  one  copy  being 
immediately  transmitted  to  Commissioner  of  Internal  Revenue;  safekeeping  of 
bonds;  assigning  of  registered  bonds;  security  thus  pledged  should  not  be  field  by 
collector  except  upon  instructions  from  Commissioner,  and  security  will  be  sur- 
rendered as  soon  as  tax  and  any  accrued  penalty  and  interest  have  been  paid. 
(T.  D.  27(>5;  Oct.  21,  1918.) 

Claims  for  abateznent  or  refund. 

See  "Claims." 
Collection  and  payment  of  taxes. 
?roe  specific  heads. 

■ Advance  payment. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole  of  income  and  excess-profits  taxes  under  section  1009  of  act  of  Oct.  3, 
1917;  interest  on  payments;  ascertamment  of  fourth  installment;  receipt  to  tax- 
payer; refund  of  excess  payment;  entries  to  be  made  on  specified  forms;  interest 
table.  (T.  D.  2622;  Dec.  26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695; 
Apr.  11,  1918.) 

Certificates  of  indebtedness  accepted. 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  maturing 
June  25,  1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess-profits 
taxes,  when  payable  at  or  before  maturity  of  certificates;  amount  of  such  certificates 
must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to  be  made  in 
Federal  reserve  banks  of  districts  in  which  collectors'  offices  are  located;  insurance, 
where  amounts  are  transmitted  by  registered  mail;  until  certificates  of  deposits 
are  received  from  banks  amounts  must  be  carried  as  "cash  on  hand;"  schedule 
showing  amount  of  accrued  interest  jpayable  per  certificate  of  each  issue  on  any 
date  from  Jan.  2  to  June  25,  1918.     (T.  D.  2639;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  frcm 
Feb.  15,  1918,  to  June  25,  1918.     (T.  D.  2656;  Feb.  15,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
Mar.  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  Mar. 
15,  to  June  25,  1918.     (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
A})ril  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and' excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing^exact  amount  of  accrued  interest  on  any  day  from  April  15  to 
June  25,  1918.     (T.  D.  2703;  Apr.  23,  1918.) 

(Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15,  1918,  and  maturing  June  25,  1918,  at  par  and  accrued  interest  in  payment 
of  income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certifi- 
cates; schedules  showing  the  exact  amount  of  accrued  interest  payable  on  any  day 
from  May  15  to  June  25,  1918.    (T.  D.  2718;  May  28,  1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of  indebt- 
edness of  tax  series  of  1919,  dated  August  20, 1918,  and  maturing  July  15, 1919,  and 
of  Series  T,  dated  November  7,  1918,  and  maturing  March  15,  1919,  in  payment  of 
income  and  profits  taxes  when  payable  at  or  before  maturity  of  certificates;  deposits 
of  certificates  must  be  made  with  Federal  reserve  banks  of  districts  in  which  respec- 
tive collectors'  oflSces  are  located  and  must  be  forwarded  by  registered  mail;  until 
certificates  of  deposit  are  received  from  banks,  amounts  must  be  carried  as  cash  on 
hand;  schedules  of  certificates  required  to  be  kept  by  collectors;  deposit  of  certifi- 
cates in  banks  by  taxpayers  permitted  under  stated  conditions.  (T.  D.  2778;  Dec. 
11.  1918.) 

Collection  and  deposit  of  checks. 

Department  Circular  No.  144,  issued  under  date  of  May  20,  1919,  with  reference 
to  collection  and  deposit  of  checks  received  in  payment  of  internal  revenue  taxes, 
published  for  information  of  internal  revenue  ofhcera  and  othera  concerned.  (T.  D. 
2846;  May  24,  1919.) 
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Collection  and  payment  of  taxes — Continued. 
Fractional  part  of  cent-~-Beverage8. 

In  computinff  tax  a  fractional  part  of  a  cent  should  be  dinregarded  unless  it 
amounts  to  one-naif  cent  or  more,  in  which  case  it  should  be  increased  to  a  full  cent. 
(T.  D.  2719;  Art.  XXXIX.) 

Excise  taxes. 

In  computing  tax  a  fractional  part  of  a  cent  should  be  disregarded  unless  it  amounts- 
to  one-half  cent  or  more,  in  which  case  it  should  be  increased  to  a  full  cent.  (T.  D. 
2719;  Art.  XXXIX.) 

Income  taxes. 

In  payment  of  income  tax  a  fractional  part  of  a  cent  shall  be  disregarded  unless 
it  amounts  to  a  hali  cent  or  more,  in  which  case  the  fraction  shall  be  increased  to 
'    1  cent.    (T.  D.  2690;  art.  41.) 

Uncertified  checks  received. 

If  uncertified  check,  accepted  by  collectors,  is  not  paid,  person  by  whom  it  has 
been  tendered  remains  liable  for  tax;  such  uncertified  checlu  as  depositary  bank  is 
willing  to  accept  d^ould  be  included  in  certificate  of  deposit  issued  to  collector: 
all  other  certificates  will  be  carried  bv  collector  as  ''cash  on  hand;''  date  on  which 
collector  receives  check  considered  date  on  which  payment  is  made  unless  check 
is  returned  dishonored;  such  uncertified  checks  as  bank  is  not  willing  to  accept 
for  immediate  credit  may  be  deposited  for  collection,  and  when  collection  is  maae 
proceeds  should  be  immediately  deposited  with  other  collections  for  the  day^ 
collector  charging  his  account  *'ca8h  on  hand,"  and  crediting  taxpayer  from  whom 
check  was  received.    (T.  D.  2627;  Dec.  28,  1917.) 

Penalties  for  violation  of  laws  and  regulations. 

See  specific  heads. 

Betums  of  taxpayers. 
See  specific  heads. 

ADMISSIONS. 

Acconmiodations  included  in  admissions. 

Where  an  admission  charge  is  made  at  the  main  entrance  and  an  additional 
charge  is  made  for  admission  to  seats,  tables,  or  other  space,  tax  is  payable  on  ag- 
gregate charge.    (T.  D.  2681;  Mar.  26, 1918.) 

A^nts  selling  tickets. 

See  *' Brokers  in  tickets,"  post. 

Agrieoltural  fairs. 

The  term  ''agricultural  fairs,"  as  used  in  section  700  of  the  act  of  October  3, 1917,. 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  interests,  but 
not  bench  shows  or  other  indoor  exhibitions.    (T.  D.  2681;  Mar.  26,  1918.) 

Airdromes. 

The  term  ''outdoor  general  amusement  parks,"  as  used  in  section  700  of  the  act 
of  October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  incloeures  or  on  vacant  lots;  outdoor  amusement  parks 
include  similar  enterprises  conducted  on  piers,  but  not  motion  picture  or  other 
theaters  known  as  "airdromes."    (T.  D.  2681;  Mar.  26,  1918.) 

"All  the  proceeds." 

The  term  "all  the  proceeds,"  as  used  in  section  700  of  the  act  of  October  3,  1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.  (T.  D. 
2681;  Mar.  26,  1918.) 

Athletic  contests. 

See  "Baseball,"  post, 

AdmiasionB  to  school  or  college  athletic  contests  and  other  college  entertainments 
are  not  taxable  if  proceeds  go  to  the  school  or  the  college,  but  they  are  if  proceeds  are 
used  for  support  of  athletics  or  other  separate  purposes.    (T.  D.  26S1;  Mar.  26, 1918.) 
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Attorneys  for  theaters. 

Attorneys  for  theaters  are  exempt  from  tax  imoosed  hy  tsction  700  of  act  of  Octo- 
ber 3,  1917»  when  entering  theater  in  course  of  their  employment,  but  must  pay  it 
when  attending  as  mere  spectaton  and  occupying  seats  in  tha  audience,  n^.  D. 
2681;  Mar.  26,  1918.) 

Baseball— Bain  checks. 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  are  redeem- 
able in  cash  with  r^und  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
offioe  statement  for  the  canceled  game  may  be  marked  ''Canceled,''  out  in  its  next 
return  the  tax  must  be  accounted  for  by  the  chib  on  any  tickets  not  redeemed  as 
shown  by  comparison  of  box-office  statement  for  canceled  game  with  statements  for 
subsequent  games.    (T.  D.  2681;  Mar.  26,  1918.) 

Beporteis  and  telegraphers. 

Admissions  of  baseball  reporters  and  telegrapher?,  occupying  special  space  at 
baseball  parks,  and  admittea  by  passes  issued  by  baseball  writers'  association,  are 
exempt  from  tax  under  section  700  of  the  act  of  October  3,  1917.  (T.  D.  2681;  Mar. 
26,  1918.) 

Basis  of  tax. 

Where  an  admission  diargeis  made  at  the  main  entrance  and  an  additional  charge 
is  made  tar  admission  to  seats,  tables,  or  other  space,  tax  is  payable  on  aggregate 
charge.    (T.  D.  2681;  Mar.  26,  1918.) 

Bench  idiows. 

The  term  ''agricultural  fairs,"  as  used  in  section  700  of  Ihe  act  of  October  3,  1917, 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  interests,  but 
not  bench  shows  or  other  indoor  exhibiti<uiB.    (T.  D.  2681;  Mar.  26,  1918.) 

Bona  fide  employees. 
See  "Employees,"  post. 

Boxes  at  places  of  entertainment. 

Tax  imposed  by  section  700  of  the  act  of  October  S,  1917,  must  be  paid  in  respect 
to  performance  for  which  boxes  or  seats  are  sold  or  reserved,  whetner  or  not  they 
are  used;  if  there  are  no  boxes  of  similar  size,  tax  is  to  be  computed  by  dividing  tax 
payable  on  smaller  box  by  number  of  seats  in  it  and  multiplying  tax  of  seat  by  num- 
ber of  seats  in  larger  box,  and  if  there  are  no  boxes  occupying  similar  position  tax  is 
to  be  based  on  price  of  single  seats  in  same  part  of  house;  in  case  of  seats  or  boxes 
leased  or  reserved  for  period  before  and  after  November  1,  1917,  tax  is  payable  on 
admissions  after  October  31,  1917,  and  should  be  collected  for  all  such  admissious 
upon  first  use  of  box  or  seat  after  that  date^  where  lease  only  entitles  lessee  to  right 
of  occupancy  upon  payment  of  re^lar  price  charged  for  admissioa,  tax  of  10  per 
cent  is  to  be  collected  also  on  additional  charge  when  paid.  (T.  D.  2681;  Mar.  26, 
1918.) 

Brokers  in  tickets. 

Where  a  broker  purchases  tickets  for  resale,  with  ri^ht  to  return  those  not  sold, 
proprietor  of  entertainment  held  responsible  for  collecting  tax  on  full  price  paid  for 
actual  use  of  tickets;  independent  brokers  and  dealers  must  collect  and  account  for 
tax  on  their  sales,  less  amount  of  tax  on  each  ticket  collected  and  accounted  for  by 
amusement  enterprise;  if  ticket  is  sold  for  use  and  not  for  resale,  at  less  than  face 
value,  tax  is  on  price  paid,  but  seller  mu;3t  collect  tax  on  face  value  unless  he  can 
furniflh  satisfactory  evidence  that  presumptive  purchaser  was  not  agent  of,  or  acting 
in  collusion  with,  the  seller.    (T.  I).  2681;  Mar.  26,  1918.) 

Ticket  brokers  reauired  to  collect  tax  on  admissions,  shall,  on  the  1st  day  of  April, 
1918  (and  if  not  on  tnat  date  engaged  in  business,  then  within  10  days  after  engaging 
in  buiHness),  and  annually  therei^ter  on  the  1st  day  of  July,  file  in  the  office  of  the 
collector  of  internal  revenue  of  the  district  in  whicfi  his  place  of  business  is  located, 
an  application  for  registrv,  setting  forth  certain  stated  information;  traveling  or  itin- 
erant shows;  collector,  if  satisfied  that  all  statements  given  in  application  are  cor- 
rect, will  issue  certificate  of  registration  on  certain  form,  which  proprietor  shall 
keep  conspicuously  posted  in  his  place  of  business,  or  carry  on  his  parson  if  he  has 
no  fixed  place  of  business.    (T.  D.  2681;  Mar.  26,  19L8.) 
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Brokers  in  tioketsr— Continued. 

Ticket  brokers  required  to  keep  daily  raoerdfi  Bhoviv  tidbetB«old  for  eadi  enter- 
tabunent;  proceeds;  cost  of  tickets  and  tax  returaable;  monthly  return,  which 
shall  be  recapitulation  of  daily  records,  required  to  be  made  i&  duplicate  on  Fonn 
720  and  to  be  traoamitted  to  office  of  collector^  with  amount  of  tax,  on  or  before  last 
day  of  month  following  that  for  which  return  is  made;  daily  record  of  brokers,  with 
copies  of  their  monthly  returns,  required  to  be  kept  on  file  for  two  years,  in  such 
manner  as  to  be  readily  accessible  to  interBal  rwenue  officers.  (T.  I).  2681;  Mar. 
26,  1918.) 

If  person  admitted  free  to  place  of  entertainment  attends  purely  for  business 
reasons  and  does  not  occupy  space  that  might  otherwise  be  sold,  tax  provided  for  by 
section  700  of  the  act  of  October  3, 1917,  is  not  payable.    (T.  D.  2681;  Mar.  26, 1918.) 

Cabarets — ^Baaia  of  tax. 

T^There  an  adequate  fixed  charge  is  made  far  admission,  seats,  and  tables,  the  tax 
of  1  cent  for  each  10  cents  or  fraction  thereof  paid  for  admission,  impoaed  by  section 
700  of  the  act  of  October  3i,  1917,  shall  be  based  upon  such  chaige;  whcoe  a  nominal 
admi£sioa,  not  actuaUv  covering;  cost  of  entertainment  ia  chat^ged,  admission  being 
wholly  or  partly  absorbed  in  price  of  re&eshmentsand  service,  such  cbaiige  will  not 
be  accepted  as  basis  of  tax.    (T.  D.  2681;  Mar.  26i,  1918.) 

Catecte  and  coitpoBS. 

Cabaret  proprietors  must  furnish  each  guest,  upon  i)aying  his  check,  a  coupon 
receipt  to  be  detached  therefrom,  containing  separately  in  indelible  figures  the  totol 
of  the  amount  paid  for  refreshments,  etc.,  and  the  war  tax  paid  thereon;  the  checks 
and  coupons  must  be  serially  numbered.    (T.  D.  2681;  Mar.  26, 1918.) 

* Computatioiii  of  ckxaxg^  lor  adBuaaion. 

Twenty  per  cent  of  total  amount  paid  for  refresiunents,  merchandise,  service, 
oouvert  chaige,  etc.,  inchiding  any  sum  paid  for  seats  and  tables,  at  any  public  per- 
formance for  profit,  to  winch  char^  for  admission  is  included  in  amount  so  paid, 
shall  be  deemed  to  be  paid  for  admission,  unless  satisfactory  evidence  is  submitted 
to  Conmiissioner  of  Internal  Revenue  that  different  percenti^  dJicfuld  be  fixed,  on 
basis  of  which  commissioner  shall  approve  different  percentie;  tax  is  at  rate  of  1 
cent  on  each  10  cents  or  fraction  thereof  of  such  20  per  cent  of  total  charge  to  each 
patron,  and  must  be  paid  by  person  paying  for  such  refre^ment,  service,  etc.,  and 
can  not  be  reckoned  or  paid  by  proprietor  upon  nxontltly  gross  receipts.  (T.  D. 
2681;  Mar.  26,  1918«) 

"      Dsfti^tien. 

The  words  "cabaret  or  other  similar  entertainment,'^  astised  in  section  700  of  the 
act  of  October  3,  1917,  include  every  hotel,  or  room  therein,  restaurant,  hall,  or 
other  public  place,  at  or  in  which,  in  connection  with  service  or  sale  of  food  or 
other  refreshments  or  merchandise,  any  vaudeville  or  other  performance  or  diver- 
sioB  in  way  of  acting,  tsinpng,  declamation,  or  dancing,  cither  with  or  without 
instrumental  or  other  music,  is  conducted;  every  form  of  entertainment  so  con- 
dni'ted  is  included,  except  that  famished  by  orchestras  such  as  were  usual  in 
hotels  and  restaurants  before  advent  of  cabarets,  performing  instnimental  music 
only,  unaccompanied  by  any  other  form  of  entertainment;  hotel,  restaurant,  or 
hall,  affording,  ia  connection  with  service  of  refreshment,  food,  or  merchandise, 
eDtertaiament  in  form  <A  dancing  by  its  patrcns,  is  included;  performance  must 
be  public  and  for  profit;  where  there  is  entertainment  in  one  dining  room  and  not 
ia  an  entirely  aspwsate  dibing  room  of  same  hotel  or  restaurant,  <mly  admissioiiB  to 
fiist  room  aie  taxable.    (T.  1>.  26BI;  Mar.  26,  1918w) 

—  Payment  of  tax. 

Tax  must  be  paid  by  person  paying  for  refreshments,  service,  merchandise,  etc., 
it  can  not  be  reckoned  or  paid  by  proprietor  upon  mcwathly  gross  receipts;  tax  to 
be  collected  only  from  persons  present  or  who  have  paid  or  agreed  to  pay  for  accom- 
modations during  some  period  of  day  at  which  entertainment  is  in  prepress  or  there 
is  opportunity  for  public  dancing  m  case  of  public  banquets  inclu(One  dancins:. 
(T.  I>.  2681;  Mar.  28, 1918.)  r-  i 


Every  f^etson,  corporaticm,  partnerdiip,  or  association,  receiving  any  payments 
for  admxBsien  to  cabarets  and  other  simiyir  entertainments,  or  admitting  any  person 
free  where  admission  is  charged,  must  collect  tax  on  such  admissions  from  persons 
admitted  or,  makine  such  payments,  and  make  mon^y  return  and  payment  of 
collections  as  provided  in  section  503.    (T.  D.  2681;  Mar.  26, 1918.) 
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Carnivals. 

The  term  "outdoor  general  amusement  parks,^'  ao  used  in  section  700  of  the 
act  of  October  3,  1917,  applies  only  to  such  permanent  out  door  parks  as  include  a 
considerable  variety  of  entertainments,  such  as  mechanical  shows,  musical  attrac- 
tions, riding  devdces,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment 
enterprises  with  temporary  inclosures  or  on  vacant  lots.     (T .  D .  2681 ;  Mar.  26, 1918. ) 

Charitable  institutions,  entertainments  for. 

Where  proceeds  of  admissions  inure  exclusively  to  benefit  of  charitable  institu- 
tions, societies,  or  oiganizations,  admissions  are  not  taxable;  character  of  organiza- 
tion for  which  benefit  is  given  and  not  purpose  of  particular  benefit  is  controlling; 
admissions  to  any  entertainment  for  charity  are  taxable  if  funds  are  administered 
by  any  persons  or  organization  other  than  religious,  educational,  or  charitablo 
institutions,  societies,  or  organizations.     (T.  D.  2681;  Mar.  26,  1918.) 

Every  institution,  society,  or  oi^nization,  claiming  exemption  from  collecting 
tax  on  admissions  by  reason  of  bemg  charitable,  required  to  file  with  collector  of 
district  affidavit  upon  stated  Form,  prior  to  conducting  any  entertainment  or 
amusement  or  permitting  either  to  be  conducted  for  its  oenefit;  unless  affidavit 
shall  be  filed  sufficiently  before  date  of  entertainment  to  permit  of  full  advance 
investigation  of  circumstances  and  a  decision  thereon,  managers  of  entertainment 
shall  keep  and  exhibit  to  internal  revenue  officer  complete  record  of  admissions 
to  each  performance,  and  will  be  held  responsible  for  collection  of  tax  in  case  claim 
for  exemption  is  not  allowed.     (T.  D.  2681;  Mar.  26,  1918.) 

Children. 

Tax  imposed  bv  section  700  of  the  act  of  October  3,  1917,  on  the  admu^iou  of 
children  under  12  years  of  age,  must  be  collected  in  all  cases  at  the  full  rate  of 
1  cent  for  each  10  cents  or  fraction  thereof,  except  where  distinctive  tickets  are 
issued  for  children  under  12  years,  or  tickets  for  their  use  are  indelibly  stamped 
to  show  that  they  are  good  only  for  the  admission  of  children  under  12  years,  or 
where,  in  absence  of  tickets,  tax  is  paid  at  time  of  admission  of  children  under  12 
years;  children  under  12  years  of  age  when  admitted  free  are  not  taxable.  (T.  D. 
2681;  Mar.  26,  1918.) 

Circuses. 

Proprietor,  manager,  or  duly  authorized  officer  of  traveling  or  itinerant  shows, 
exhibitions,  or  amusement  enterprises,  which  have  fixed  or  established  head- 
quarters, required  to  register  with  collector  of  district  in  which  headquarters  are 
located,  and  required  to  nle  at  same  time,  or  an  soon  thereafter  as  possible,  a  schedule 
of  the  itinerary,  and  to  keep  a  daily  record  and  render  monthly  returns  to  the  col- 
lector of  said  district.     (T.  D.  2681;  Mar.  26,  1918.) 

The  term  "outdoor  general  amusement  parks,"  as  used  in  section  700  of  the 
act  of  October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a 
considerable  variety  of  entertainments,  such  as  mechanical  shows,  musical  attrac- 
tions, riding  devices,  and  vaudeville  showjs,  and  not  to  carnivals  or  entertainment 
enterprises  with  temporary  inclosures  or  on  vsu^t  lots.     (T.  D.  2681;  Mar.  26, 1918.) 

CoUoction  of  tax. 

Tax  imposed  by  section  700  of  the  act  of  October  3,  1917,  is  to  be  paid  by  the 
person  paying  for  the  admission,  and  must  be  collected  by  the  proprietor  of  every 
place  to  which  admissions  are  charged.    (T.  D.  2681;  Mar.  26,  1918.) 

Every  person,  corporation,  partnership,  or  association,  receiving  any  payments 
for  admission,  including  admission  to  cabarets  and  other  similar  entertainments^ 
or  admitting  any  person  free  to  anyplace  where  admission  is  charged,  must  collect 
the  tax  imposed  by  section  700  of  tne  act  of  October  3, 1917,  on  such  admissions, 
from  the  persons  admitted  or  making  such  payments.    (T.  D.  2681;  Mar.  26,  1918.) 

Every  institution,  society,  or  organization,  claiming  exemption  from  collecting 
tax,  required  to  file  with  collector  of  district  affidavit  upon  stated  Form,  prior  to 
conducting  any  entertainment  or  amusement  or  permitting  either  to  be  conducted 
for  its  benefit;  unless  affidavit  shall  be  filed  sumciently  before  date  of  entertain- 
ment to  permit  of  full  advance  investigation  of  circumstonces  and  a  decision  thereon, 
managers  of  entertainment  shall  keep  and  exhibit  to  internal  revenue  officers  com- 
plete record  of  admissions  to  each  performance,  and  will  be  held  responsible  for 
collection  of  tax  in  case  claim  for  exemption  is  not  allowed.  (T.  D.  2681;  Mar.  26^ 
1918.) 
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Collection  of  tax — Continued. 

Wliere  a  brokor  piirchasos  tickets  for  resJilo  with  right  to  return  thase  not  solil, 
or  relation  exists  other  than  that  of  buver  and  seller,  proprietor  of  entertainment 
.  held  responsible  for  collecting  tax  on  full  price  paid  by  actual  user  of  tickets;  inde- 
pendent brokers  and  dealers  in  tickets  must  collect  and  .account  for  tax  on  their 
sales;  if  ticket  is  sold  for  use  and  nQt  for  resale,  at  less  than  face  value,  seller  mu^it 
collect  tax  on  face  value,  unlet^a  he  can  furnish  satisfactory  evidence  that  pro 
numptive  purchaser  was  not  a^ent  of,  or  acting  in  collusion  with  seller;  in  case  of 
HC;ison  tickets  and  subscriptions,  tax  is  to  be  collected  at  time  of  paying  therefor,  and 
where  3\ich  tickets  and  subscriptions  cover  a  period  before  ana  after  November  1, 
1017,  Uix  should"  bo  collected  upon  firdt  presentation  of  ticket  or  exercise  of  sub- 
scription right  after  October  31, 1917;  the  tax  paid  by  person  paying  for  admisniou 
must  be  collected  by  the  proprietor  of  everyplace  to  which  admirssionsaro  cluirgod. 
(T.  D.  2681;  Mar.  26,  1918.) 

WJicrc  a  person  or  oi^ganization  leases  a  theater,  hall,  park,  or  place,  lessee  is 
rt»f|uired  by  law  to  collect  tax  on  admissions  to  entertainments  or  amusements  con- 
ducted in  ouch  place,  but  for  convenience  of  parties  and  safeguarding  of  the  revenue, 
lessor  will  be  permitted  to  assume  responsibility  for  collection  of  tax.  (T.  D.  26SI; 
Mar.  26,  1918.) 

CoUoge   ontGrtoimnenlB. 

Admissions  to  school  or  college  athletic. contests  and  oUier  college  entertainments 
arc  not  taxable  if  pro<.eeds  go  to  the  school  or  the  college,  but  they  are  if  proceeds 
lire  used  for  support  of  athletics  or  other  separate  purposes.  (T.  v.  2081;  Mar.  2C, 
lOlS.)^ 

1         r*ft''Hf" 

Computation  of  tax — Aggregate  chorg^e. 

Wliere  an  admission  charge  is  made  at  the  ifiain  entrance  and  an  additional  chaige 
is  made  for  admission  to  seats,  tables,  or  other  space,  tax  is  payable  on  aggregate 
charge.    (T.  D.  2681;  Mar.  26,  1918.) 

Cabarets. 

Twenty  per  cent  of  total  amoimt  paid  for  refreshments,  merchandise,  service, 
convert  change,  etc.,  including  any  sum  paid  for  seats  and  tables,  at  any  public 
performance  for  profit,  to  wluch  charge  tor  admission  is  included  in  amoimt  so 
paid,  shall  be  deemed  to  be  paid  for  admission,  unlesu  satisfactory  evidence  in 
submitted  to  Commi&sioner  of  Internal  Revenue  that  different  percentage  should  be 
fixed,  on  basis  of  which  Commissioner  shall  approve  different  persentage;  tax  is 
-  at  rate  of  1  cent  on  each  10  cents  or  fraction  thereof  of  such  20  per  cent  of  total  chargo 
to  each  patron,  and  must  be  paid  by  person  paying  for  such  refreshment,  service, 
etc.,  ana  can  not  be  reckoned  or  paid  by  proprietor  upon  monthly  gross  receipts. 
(T.  D.  2681;  Mar.  2C,  1918.) 

Leooes  of  boxes  and  aoats. 

Tax  imposed  by  section  700  of  the  act  of  October  3,  1917,  must  be  paid  in  respect 
to  performance  for  which  boxes  or  seats  are  sold  or  reserved,  whether  or  not  they 
are  used;  if  there  are  no  boxes  of  similar  size,  tax  is  to  be  computed  by  dividing 
lax  payable  on  smaller  box  by  number  of  seats  in  it  and  multipljdng  tax  of  seat 
by  numben  of  seats  in  lai^r  box,  and  if  there  are  no  boxes  occupying  similar  posi- 
tion tax  is  to  be  based  on  price  of  single  seats  in  same  part  of  house;  in  case  of  seats 
or  boxes  leased  or  reserved  for  periwi  before  and  after  November  1,  1917,  tax  is 
payable  on  admissions  after  October  31,  1917,  and  should  be  collected  for  all  such 
admissions  upon  first  use  of  box  or  seat  after  that  date;  where  lease  only  entitles 
lessee  to  right  of  occupancy  upon  payment  of  regiilar  price  charged  for  admission, 
tax  of  10  per  cent  is  to  be  collected  also  on  additional  charge  when  paid.  (T.  D. 
2681;  Mar.  26,  1918.) 

Besale  of  tickets. 

Where  all  the  admissions  to  an  entertainment  are  sold  en  bloc  to  a  purchaser  for  a 
specific  sum  and  no  charge  is  made  for  individual  tickets,  the  tax  is  on  the  price  paid 
for  the  entertainment,  and  the  purchaser  must  account  for  the  tax  on  any  excetoover 
the  purchase  price  for  which  ne  may  resell  the  tickets |  where  broker  purchases 
tickets  for  resale,  with  right  to  return  those  not  sold,  proprietor  of  entertaimnent  held 
responsible  for  collecting  tax  on  full  price  paid  for  actual  use  of  tickets;  independ- 
ent brokers  and  dealers  must  collect  and  account  for  tax  on  their  sales,  less  amount 
'  of  tax  on  each  ticket  collected  and  accounted  for  by  amusement  enterprise;  if  ticket 
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Computatioii  of  tax — Continued. 

Resale  of  tickets — Continued. 

is  sold  for  use  and  zu>t  for  resale,  at  less  than  fat;c  value,  tax  is  on  price  paid,  but 
seller  nuiet  collect  tax  on  face  value  unless  he  can  furnish  satisfactory  evidence 
that  pzasumptinre  purehaser  was  not  agent  of,  or  acting  in  collusion  with,  the  seller. 
(T,  D.  2681;Mar.26,  1«18.) 

ConcessionaireSb 

Admissions  of  employees  of  concessionaires  selling  refreshments,  etc.,  to  patrons 
are  exempt  from  tax  umlcr  section  700  of  act  of  October  5, 1917.  (fT.  D.  2C31 ;  Mar. 
2r>,  1918.) 

Clitic  of  performaaces. 

Newspaper  critics  occupying  space  in  audience  must  pay  tax  imposed  by  section 
700  of  act  of  October  3,  1917.     (T.  D.  2681;  Mar.  26,  1918.) 

Dances. 

Where  a  dancing  school  charges  an  admission  and  additional  chai^ge  for  instruc- 
tion, tax  is  only  on  admission,  but  if  there  is  single  charge  for  admission  with  in- 
struction to  those  who  wish  it,  tax  is  on  entire  cliarge;  wnero  admission  <diaT<^  is 
made  to  dancing  pavilion  and  separate  charge  made  for  each  dance  lor  admission 
to  dancing  floor  within  pavilion,  every  admission  to  pavilion  or  dancing  floor  is  tax- 
able; charges  of  excursion  boats  pro\'iding  opportunity  for  dancing  are  subject  to 
tax  where  such  charge:^  exceed  tnc  usual  or  reasonable  rates  for  transportation 
furnished.     (T.  D.  2681;   Mar.  26,  1918.) 

\Miere  a  dance  hall  charge<j  no  initial  admisstoa,  if  ciiasge  ef  not  more  than  5  cents 
is  made  for  admission  to  dance  floor^or  each  dance,  uo  tax  is  payable,  but  if  charge  in 
10  cents  for  each  dance  or  if  purchase  at  one  time  of  more  tnan  one  5-cent  ticket  is 
required,  then  tax  is  pa^^able.     (T.  I>.  2681;  Mar.  2a,  1918.) 

Hotel,  restaurant,  or  hall,  affording,  in  connection  with  service  of  refreshment, 
food,  or  merchandise,  entertainment  in  form  of  dancing  by  its  jjatrons,  is  included 
in  term  *  'cabaret  or  other  similar  entertainment,"  as  used  in  section  700  of  the  act  of 
October  3,  1917;  performance  must  be  public  and  for  profit,  so  that  admissions  to 
private  dance  given  by  society  are  not  taxable  if  members  and  bona  fide  guests  only 
are  admitted,  but  admissions  to  public  banquet,  including  dancing,  are  taxable  if 
performance  is  for  profit,  as  to  tlie  person,  if  anv,  who  provides  both  the  dinner  and 
the  entertainment.     (T.  D.  2681;  Mar.  26,  1918.) 

A  dance  hall  located  within  an  outdoor  general  amusemejit  park  loses  its  char- 
acter as  an  "amusement  within  an  outdoor  general  amusement  park"  during  those 
seasons  when  the  various  other  amusement  ventures  connected  with  the  park  are 
not  operated,  and  admissions  to  such  u  dance  hall  are  taxable  if  the  charge  for 
admission  exceeda  5  cent**.     (T.  D.  2782;  Dec.  24,  1918.) 

Corporation  conducting  dance  hall  is  agent  of  Goverinnent  to  collect  tax  on 
admis-sions,  and  when  T.  1).  2590  was  complied  yfith  it  is  not  liable  for  failure  to 
collect  the  tax  until  such  time  us  it  liad  actual  or  constructive  notice  of  tine  modiica- 
tion  of  T.  D.  2590  by  Lssuance  of  llogulations  No.  43,     (T,  D.  2782;  Dec.  24, 1918.) 

Payments  for  admissions  to- dances  given  by  Homy  Guard  to  raise  money  for  uni- 
forms and  other  expenses  are  not  exempt  from  admissions  tax.  (T.  D.  2782'-  Dec. 
24,  1918.) 

Date  tax  effective. 

Liability  to  tax  imposed  by  section  700  of  the  act  of  October  3, 1917,  dq)cnd3  upon 
the  date  of  admission  to  any  place;  if  on  or  after  November  1,  1917,  amount  x>aid 
therefoE  is  taxable,  notwithstandinj*  ticket  mav  hiive  been  procured  or  admlsi^ion 
paid  for  before  that  date.     (T.  D.  2681;   Mar.  26,  1918.) 

Definitions— ** Agricultural  fairs.*' 

The  term  **a?ricultur»l  fairs,"  as  \vsed  in  section  700  of  the  act  of  October  3,  1917, 
includes  live  stock  and  similar  ^ows  for  promotion  of  aj^riculttrral  interests,  but 
not  bendi  shows  or  other  indoor  exhibitions.     (T.  B.  2681;   Mnr.  2<5,  1918.) 

— —  "All  the  proceeds/' 

The  term  "all  tJie  proceeds,'*  us  used  in  section  700  of  the  act  oC  October  3,  1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  cxponsc.<5.  (T.  D.  2681 ; 
Mar.  26,  1918.) 
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Definitions— Continued . 

^Outdoor  general  amiMenxent  parks." 

Tlb&  lena  '^ootdeor  genenrf  amusement  parb,"  aa  used  in  section  TOD  of  the  act  of 
October  %y  19S7,  apptie»only  tomidi  permanent  outdoor  pnxks  as  include  a  conBidera- 
ble  variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions,  rtding 
devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertamment  enterprisee 
with  temporary  inclosures  or  on  vacant  lots;  outdoor  amusement  parks  include 
siimlsur  enterpTses  conducted  on  piers,  but  not  motion  picture  or  other  theaters 
known  as  "aiadronies/*    (T.  D.  2681;  Mar.  26,  3^18.) 

"Place." 

TJMWOfd  ''place, ''as  used  in  section  TOOof  theact  of  Oi^tober  3. 1917,  is  not  defined 
in  the  sectLon,  but  the  context  indicates  tiuit  in  general  <mly  a<tmisston8  to  pla(X'8 
of  amusement  and  entertainments  were  intended  to  be  taxable.  (T.  D.  2681;  Mar. 
26,  1918.) 

I 
Beposita  of  paTineuts  for  taxest. 

Collector  of  internal  revenue  may,  in  his  discretion,  rec^tiire  the  person  receiving 
payments  for  taxes  to  make,  daily  deposit  of  sums  so  received  in  special  account  in 
such  bank  as  collector  shall  designate.     (T.  D.  26S1;  Mar.  26, 1918.) 

Doctors  tor  tibeatess. 

Docteis  for  theaters  are  exewpt  from  tax  imposed  by  section  TOO  of  act  of  October 
3, 1917,  whan  entering  theater  in  coarse  of  their  em^Joytnent,  but  nrast  pay  it  when 
attending  as  mere  spectators  and  occupying  seats  m  the  audience.  (T.  D.  2681; 
Mar.  26,  1918.) 

Bducati<^uil  inatitvtioiis,  eot^rtaim&e&ts  for. 

Wliere  proceeds  of  admissions  inure  exclusively  to  benefit  of  educational  institu- 
tions, societies,  or  organizations,  admissions  are  not  taxable;  eharacter  of  oi^itiza- 
tion  for  which  benefit  is  ^ven  and  not  jiurpose  of  particular  benefit  is  controlling; 
admissions  to  any  entertainment  for  charity  are  taxable  if  funds  are  administered  by 
any  persons  or  organization  other  thtin  religious,  educational,  or  charitable  institu- 
tions, societies,  or  organizations;  admissions  to  school  or  college  athletic  contests 
and  other  college  entertainments  are  not  taxable  if  proceeds  go  to  the  eclKioi  or  to 
the  college.    (T.  D.  2681;  Mar.  26, 1918.) 

Every  institution,  society,  or  organization,  claiming  exemption  from  collecting 
tax  on  admissions  by  reason  of  being  educational,  required  to  file  with  collector  of 
district  affida\dt  upon  stated  form,  prior  to  conducting  any  entertainment  or  amuse- 
ment or  permitting  either  to  be  conducted  for  its  benefit;  unless  afiida\'it  shall  bo 
filed  suflaciently  before  date  of  entertainment  to  permit  of  full  advance  invoetign- 
tion  of  circumstances  and  a  decision  thereon,  managers  of  ent^tainment  shall  keep 
and  exhibit  to  internal  revenue  officers  complete  record  of  admissions  to  each  per- 
formance, and  will  be  held  responsible  for  collection  of  tax  in  case  claim  for  exemp- 
tion is  not  allowed.    (T.  D.  2681;  Mar.  26,  1918.) 

Employees. 

Bona  fide  employees  when  admitted  free  are  not  taxable  under  section  700  of  act 
of  October  3,  1917;  employees  include  persons  necessary  to  the  production  of  the 
performance  or  entertainment  who  are  not  admitted  as  spectators  and  who  do  not 
occupy  seats  or  space  intended  for  the  use  of  si^ectatois,  except  where  such 
occupancy  is  necessary  to  the  performance  of  duties  of  such  p^sons;  baseball 
reporters  wad  teWrapners  are  exempt,  as  arc  employees  of  management  or  other 
concessionaires  selling  refreshments  to  patrons,  and  newsboys  selling  newspapers; 
persons  recovering  or  aiding  in  custody  of  property  necessary  to  performance  may  be 
admitted  tax  free,  but  newspaper  critics  and  reporters  occupying  space  in  audience 
mu.'^t  pay  tax;  doctors  and  attorneys  for  theaters  are  exempt  when  entering  theater 
in  rourae  of  employment.    (T.  D.  2681;  Mar.  26,  1918.) 

Sn  bioe  sale  of  tidceta. 

Wli€f  e  all  the  admissions  to  an  enter tainment  ace  soki  en  bloc  to  a  puicimser  for  a 
specific  sum  and  no  charge  is  made  for  individual  tickets^  the  tax  is  on  the  price 
paid  lor  the  entertainment,  but  purchaser  must  account  for  tax  on  any  excess  ov^r 
the  purchase  price  for  which  he  may  reaell  the  tickiets;  where  all  the  aiimiflsionB  are 
sold  to  aa  oi^ga&iKation  or  society  for  a  specific  sum,  the  ttckete  sold  by  audi  wgaaiBa- 
tien  Qt  sodety  shall  be  exchanged  for  regular  boK-office  ticketed  for  which  peo- 
prietor  must  account.    (T.  D.  2681;  Mar.  2«,  1918.) 
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En  bloc  sale  of  tdckets— OoBtmn^d. 

Where  all  admisBions  to  an  entertainment  are  sold  to  an  organization  or  society 
for  a  specific  sum,  the  tickets  sold  by  such  organization  or  society  shall  be  exchanged 
for  reg^ilar  box-office  tickets,  for  which  proprietor  muat  i^ccount..  .  (T.  D.  3681; 
Mar.  26,  1918.) 

Bxchange  of  tickets. 

Upon  an  exchange  of  tickets  for  other  tickets  of  a  higher  price,  the  difference 
between  the  Ux  on  the  more  expensive  tickets  and  the  tax  already  paid  shall  be 
collected.     (T.  D.  2681;  Mar.  26,  1918.) 

When  general  admission  tickets  are  sold  by  societies  or  oi^ganizations  leasing 
theaters,  halls,  parks,  or  places,  they  must  be  exchanged  for  regular  box-office 
tickets  for  which  proprietor  must  account.     (T.  D.  2681;  Mar.  26,  1918.) 

Excursion  boats. 

Chai^ges  of  excursion  boats  providing  opportunity  for  dancing,  'are  subject  to  tax 
imposed  by  section  700  of  act  of  October  3,  1917,  where  such  charges  exceed  the 
usual  or  reaisonable  rates  for  transportation  furnished.     (T.  D.  2681;  Mar.  26,  1918.) 

Exemptions — Affidavit. 

Every  institution,  society,  or  organization,  claiming  exemption  from  collecting 
tax,  required  to  file  with  collector  of  district  ^affidavit  upon  stated  form,  prior  to 
conducting  any  entertainment  or  amusement  or  }>ermitting  either  to  be  conducted  for 
its  benefit;  unless  affidavit  shall  be  filed  sufficiently  before  date  of  entertainment 
to  permit  of  full  advance  investigation  of  circumstances  and  a  decision  thereon, 
managers  of  entertainment  shall  keep  and  exhibit  to  internal  revenue  officers  com- 
plete record  of  admissions  to  each  performance,  and  will  be  held  responsible  for 
collection  of  tax  in  case  claim  for  exemption  is  not  allowed.  (T.  D.  2681;  Mar.  26, 
1918.) 

Agricultural  fairs. 

The  term  **agriaUtural  fairs, "  as  used  in  section  700  of  the  act  of  October  3,  1917, 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  interests,  but 
not  bench  shows  or  other  indoor  exhibitions.     (T.  D.  2681;  Mar.  26,  1918.) 

Attorneys  for  theaters. 

Attorneys  for  theaters  are  exempt  from  tax  imposed  by  section  700  of  the  act  of 
October  3,  1917,  when  entering  tneater  in  course  of  their  employment,  but  must 
pay  t:ix  when  attending  as  mere  spectators  and  occupying  seats  in  the  audienc*e. 
(T.  D.  2681;  Mar.  26,  1918.) 

—  Business. 

If  person  admitted  free  to  place  of  entertainment  attends  purely  for  business 
reasons  and  does  not  occupv  space  that  might  otherwise  be  sold,  tax  pro\'ided  by 
section  700  of  the  act  of  Octo*ber  3, 1917,  is  not  payable.     (T.  D.  2681;  Mar.  26, 1918.) 

Children. 

Children  under  12  years  of  age  when  admitted  free  are  not  taxable  under  section 
700  of  the  act  of  October  3,  1917.     (T.  D.  2681;  Mar.  26,  1918.) 

Doctors. 

Doctors  for  theaters  arc  exempt  from  tax  imposed  by  section  700  of  the  act  of 
October  3,  1917,  when  entering  theater  in  course  of  their  employment,  but  must 
pay  tax  when  attending  as  mere  spectators  and  occupying  seats  in  the  audience. 
(T.  D.  2681;  Mar.  26,  1918.) 

Employees. 

Bona  fide  employees  when  admitted  free  are  not  taxable  under  section  700  of  act 
of  October  3,  1917^  employees  include  persons  necessary  to  the  production  of  the 
performance  or  entertainment  who  are  not  admitted  as  spectators  and  who  do  not 
occupy  seats  or  space  intended  for  the  use  of  spectators,  except  where  such  occu- 
pancy is  necessary  to  the  performance  of  duties  of  such  persons;  baseball  reporters 
and  telegraphers  are  exempt,  as  are  employees  of  management  or  of  concessionaires 
selling  refreshments  to  patrons,  and  newsboys  selling  newspapers;  persona  recov- 
ering or  aiding  in  custddy  of  property  necessary  to  performance  may  be  admitted 
tax  free,  but  newspaper  critics  and  r(?porters  occup>nng  space  in  atidience  nitist  pay 
tax;  doctors  and  attorneys  for  theaters  are  exempt  when  entering  theater  in  course 
of  employment.    (T.  D.  2681;  Mar.  26,  1918.) 
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Bgemptions — Cos  tinned. 
.  1 :  Entertainxnents  exempt. 

Where  proceedfl  of  admission  inure  exclusively  to  benefit  of  religious,  educational, 
or  charitable  institutions,  societies,  or  organizations,  the  admissions  are  not  taxable; 
character  of  organization  for  whicn  benefit  is  given  and  not  purpose  of  particular 
benefit  is  controlling.    (T.  D.  2681;  Mar.  26,  1918.) 

Where  a  place  has  admission  charges  in  excess  of  5  cents,  tax  imposed  by  section 
700  of  act  of  October  3,  1917,  is  applicable  to  all  admissions,  including  charges  of  5 
cents  or  less;  if  plaoe  char|?es  no  more  than  5  cents  in  afternoon,  and  more  than 
5  cents  in  evening,  tax  applies  to  all  admissions  when  higher  rate  is  effective;  where 
dance  hall  charges  no  initial  admission,  if  chai^  of  not  more  than  5  centa  is  made  for 
admission  to  dance  floor  for  each  dance,  no  tax  is  payable,  but  if  charge  is  10  cents 
for  each  dance,  or  if  purchase  at  one  time  of  more  tnan  one  5-cent  ticket  is  required, 
then  tax  is  payable.     (T.  D.  2681;  Mar.  26,  1918.) 

"Four  Minute  Men. " 

"Four  Minute  Men, "  who  make  short  talks  in  interest  of  the  Government  at 
various  places  where  admissions  are  usually  charged,  not  there  for  purpose  of  view- 
ing performance,  are  not  required  to  pay  tax.     (T.  D.  2590;  Nov.  24,  1917.) 

Merry-go-rounds. 

Exemption  of  charges  which  are  in  fact  for  privilege  of  using  eouipment  in 
amusement  parks  is  intended  to  apply  to  those  cases  where  use  by  the  patron  is 
direct,  personal,  and  independent,  and  therefore  not  to  merry-go-rounds.  (T.  D. 
2782;  Dec.  24,  1918.) 

—  Municipal  officers. 

Municipal  ofiScers  on  ofifidal  business  when  admitted  free  are  not  taxable  under 
section  700  of  the  act  of  October  3,  1917;  municipal  officers  include  policemen  and 
firemen  when  in  attendance  in  the  course  of  their  duty.    (T.  D.  2681 ;  Mar.  26, 1918.) 

Newspaper  reporters,  critics,  etc. 

Newspaper  critics  and  reporters  ocaipying  space  in  audience  must  pay  tax;  base- 
ball reporters  occupying  special  space  at  baseball  parks  and  admitted  by  passes 
issued  oy  basebidl  writers  association,  and  newsboys  selling  newspapers,  are  ex- 
empt.   (T.  D.  2681;  Mar.  26,  1918.) 

Free  admissions. 

Free  admissions  are  taxable  at  same  rate  as  paid  admissions  entitling  to  similar 
accommodations;  holder  of  pass  for  single  admission  required  to  pay  tax,  at  option 
of  proprietor,  when  pass  is  issued  (it  then  to  be  stamped  "Tax  paid"),  or  when  it  is 
presented  for  admission,  and  holder  of  season  pass  required  to  pav  tax,  at  option 
of  proprietor,  when  it  is  issued  (it  then  to  be  stamped  **Tax  paid"),  on  all  admis- 
sions to  which  pass  entitles,  or  whenever  it  is  presented,  on  each  single  admission' 
tax  must  be  paid  by  holder  of  pass;  when  pass  is  *'Tax  paid,' '  no  refund  of  tax  will 
be  allowed  on  account  of  failure  to  use  any  or  all  of  admissions  covered;  admission 
of  lady  on  gentleman's  ticket  without  extra  charge  is  not  taxable,  because  same 
ticket  covers  both,  even  though  unaccompanied  lady  must  pay  same  admission 
as  gentleman.    (T.  D.  2681;  Mar.  26,  1918.) 

Bona  fide  emnloyees,  municipal  ofiScers  on  municipal  business,  and  children 
under  12  years  oi  age  when  admitted  free,  are  not  taxable;  application  of  ruling  to 
baseball  reporters  and  telegraphers,  employees  of  management  or  of  concession- 
aires selling  refreshments,  newsboys  selling  newspapers,  newspaper  critics  and  re- 
porters, and  doctors  and  attorneys  for  theaters.     (T.  D.  2681;  Mar.  26,  1918.) 

Every  person,  corporation^  organization,  or  association,  admitting  anv  person 
free  to  any  place  where  admission  is  charged,  must  collect  tax  on  such  admissions 
from  the  persons  admitted,  and  make  monthly  return  and  payment  of  collections 
as  provided  in  section  503.    (T.  D.  2681;  Mar.  26,  1918.) 

GoU  links. 

'  Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  pa^^ment  for 
privilege  of  using  certain  equipment,  such  as  golf  links,  atlmission  is  incidental 
to  privilege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of 
October  3,  1917,  does  not  apply.    (T.  D.  2681;  Mar.  26,  1918.). 
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Itinerant  shows. 


Proprietor,  manager,  or  duly  authorized  officer  ol  traveling  or  kiaerant  shows, 
exhibitions,  or  amusement  enterprises,  which  have  fixed  or  estAblished  hcad- 
q-varters,  requimd  to  register  with  collector  ol  district,  in  whdch  headnimTiers  are 
Located,  and  lequised  to  file  at  aaine  tkoe,  or  as  soon  thermfltor  as  possib^  a  sched- 
ule oi  tke  itinemr\%  aoid  to  keep  a  daily  fecord  and  vender  aMmthly  re^rm  %o  the 
collector  of  said  district.     (T.  D.  2681;  Mar.  2«,  1918.) 

The  teRQ  * 'outdoor  general  anrasement  parks/'  as  used  in  section  709  of  ttie  act 
of  Octob«  3,  1917,  applies  only  to  such  peraaaneDt  outdoor  parks  as  include  a 
c/)Q3i^rable  variety  ot  entertainmentfi,  such  as  mechanical  shows,  musical  at- 
tractions, ridmg  devices,  and  %'aadeville  shows,  ukl  not  to  camirale  or  ester- 
tainment  enterprises  witii  tenp<»iuy  inckmircs  or  on  vacant  tots.  <T.  D.  2681; 
Mar.  2€,  1918.) 

Lady  admitted  on  gentleman's  ticket. 

Admission  of  lady  on  gentleman's  ticket  without  extra  chaj;fi;e  is  not  taxaiUe 
because  same  ticket  covers  both,  even  though  unaccompanied  laay  must  pay  same 
adnussion  as  gentleman.    <T.  D.  2681;  Mar.  26,  1918.) 

Leases — Boxes  and  seats. 

Tax  imposed  by  section  700  of  the  act  of  October  3,  1917,  must  be  paid  in  respect 
to  performance  for  which  boxes  or  seats  are  sold  or  reser\'^ed,  whether  or  not  they 
are  used;  ii  thieace  are  no  boxses  of  similar  siie,  tax  k  to  be  computed  by  dividing 
tax  payable  on  smaller  box  by  namber  of  seats  in  it  and  BBultiply^ing  ta;x  of  seat 
by  niunber  of  seats  in  lai^ger  boix,  and  if  there  are  no  boxes  occupnng  similar  posi- 
tion, tax  is  to  be  based  on  price  of  single  seats  in  same  part  oi  house;  in  ca^e  of 
seats  or  boxes  leased  or  reserv^ed  for  period  before  and  after  November  1,  1917, 
tax  is  payable  on  admissions  after  October  31,  1917,  and  should  be  collected,  for 
ail  sucxL  admissions  upon  first  use  of  box  or  seat  after  thai  d«fee;  wberc  lease  only 
entitles  fessee  to  right  of  occixpuacy  upon  payment  of  rc^lar  price  chni^ged  for 
admission,  tax  q£  10  per  cent  is  to  be  coUected  aboon  addUiotial  cnaige  when  paid. 
(T.  D,  2681;  Mar.  26,  1918.) 

Theaters. 

When  a  person  or  organization  Icasct^  a  theater,  kaU,  park,  or  place,  lessee  must 
collect  tax  on  a^lmissions  to  entertainments  or  amusements  condmcted  at  such 
place,  but  lessor  is  permitted  to  assume  respcHiaibility  fm  collection  of  tax;  if  this  Ih 
done,  lessee  will  sell  tickets  from  reels  or  supplies  of  proprietor,  and  record  will 
be  kept  in  daily  records  of  lessor  in  same  manner  as  if  entertainment  had  been 
conducted  by  proprietor,  but  in  addition,  name  of  lessee  must  appear  in  a  space 
provided  in  such  record,  aud  lessee  shall  certify  to  correctness  of  record;  exchange 
of  general  admission  tickets  for  regular  box-office  tickets;  notice  of  lease  to  collector; 
en  bloc  sale  of  tickets;  effect  of  failure  to  adopt  i^roceduxe  authorized.  (T.  D. 
2681;  Mar.  26,  1918.) 

Li^>e-8toek  allows. 

The  term  *  'agricultural  fairs,  "  as  used  in  section  700  of  tiie  act  of  Otttober  3, 19 17, 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  intrfftats,  but 
not  bench  shows  or  other  indoor  exhibitions.     (T.  D.  2681;  Mar.  26,  1918.) 

Motion  picture  theaters. 

The  term  "outdoor  general  amusement  parks,"  as  used  in  section  700  of  the  act 
of  October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
si<lerable  variety  of  entertainments,  such  as  mechanical  shows,  musical  attractioiis, 
riding  deWces,  and  vaudeWUe  shows,  and  not  to  carnivals  or  eotertainineBt  enter- 
prises with  temporary'  inclosures  or  on  vacant  lots;  outdoor  amusement  parks  in- 
clude similar  enterprises  conducted  on  piers,  but  not  motion  picture  or  otter  tliea- 
ters  known  as  "airdromes.' '    (T.  D.  2681;  Mar.  26,  1918.) 

Municipal  officers. 

Municipal  officers  on  official  business  when  admitted  free  are  not  t-axable  lUHJter 
section  700  of  the  act  of  October  3^  1917;  municipal  officers  include  policoraea  and 
tiremen  when  in  attendance  in  the  course  of  their  duty.     (T.  D .  2681 ;  Mar.  26, 1918.) 
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Nature  of  admissions  taxed. 

The*  context  of  sectioii  700  ol  the  act  of  October  3, 1917,  indicates  that  in  ccncial 
only  admifisione  to  places  of  amuscinent  and  cntcrtainnicnt  were  intended  to  be 
taxable;  where  an  aCTiiaaion  charge  in  form  is  made,  but  in  fact  is  merely  a  payment 
for  the  privile^  of  using  certain  equipment^  the  admission  is  incidental  to  the 
privilege  of  Ufong  such  equipBaent,  and  tax  does  not  apply,  but  where  charce  is 
made  hoih  to  personff  using  equipment  and  to  mere  spectators,  tax  applies.  (T.  1). 
2681;  Mar.  26,  1W8.) 

New^aper  reporters,  criticSi  and  newsboys. 

Newroaper  critics  and  rei>orteps  occupying  ppace  in  audience  must  pay  tax 
imposed  by  section  700  of  act  of  October  3,  1917;  admissions  of  baseball  reportcra' 
occupying  special  space  at  baseball  parks,  and  admitted  by  passes  issued  by  base> 
ball  writers   association,  and  newsboys  selling  newspapers,  are  exempt.    (T.  D. 
26B1;  Mar.  26,  1918.) 

Oatdoor  general  amusesient  parks. 

Admissions  to  show?,  rides,  and  other  amusements  charging  no  higjhcr  admi^ion 
tham  1&  cents,  within  outdoor  general  amusement  parks,  and  admissions  to  outdoor 
general  amusement  parks,  are  not  taxable.    (T.  D.  2681;  Mar.  26,  1918.) 

The  term  '^ outdoor  general  amusement  parks,''  as  used  in  section  70O  of  the  act 
of  October  3, 1917,  applies  only  to  such  permanent  outdoor  paeks  ajs  include  a  con- 
siderable variety  of  entertainment^),  such  as  mechanical  shows,  muoeal  attxactions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporaiy  inclosures  or  on  vacant  lots;  outdoor  amusement  parks  in- 
clude similar  enterprises  conducted  on  piers,  but  not  motion  picture  or  otncr  thea- 
tera  known  as  ^^airdromes."    (T.  D.  2681;  Mar.  26,  1918.) 

Passes. 

Free  admissions  are  taxable  at  same  rate  as  paid  admisdions  entitling  to  similar 
accomjnodations;  holder  of  |)affi  for  single  admission  required  to  pay  tax,  at  option 
of  proprietor,  when  paw  is  iesued  (it  then  to  be  stamped  ''Tax  paid/')  or  when 
it  is  presented  for  admission,  and  holder  of  seaiion  pass  required  to  nay  tax,  at  option 
of  proprietor,  when  it  is  isaued  (it  then  to  be  stamped  "Tax  paia,")  on  all  aomif- 
Fions  to  which  pass  entitk^s,  or  whenever  it  is  presented,  on  each  single  admission; 
tax  must  be  paid  by  holder  of  pass;  where  pass  is  "Tax  paid,"  no  refund  of  tax 
will  be  allowed  on  account  of  failure  to  use  any  or  all  of  admifisions  covered;  admis- 
sion of  lady  on  gentlcmen*s  ticket  without  extra  charge  is  not  taxable,  becauso 
same  ticket  covers  both,  even  though  unaccompanied  lady  must  pav  same  admis- 
sion as  gentleman.    (T.  D.  2681;  Mar.  26, 1918.) 

Bona  fide  employees,  municipal  officers  on  municipal  business,  and  children 
under  12  years  of  i^e  when  admitted  free,  are  not  taxable;  application  of  ruling 
to  baseball  reporters  and  ielegraphers,  employees  of  management  or  of  coneession- 
aires  selling  refreshments,  newsboys  selling  new8i>apcr8,  newspaper  critics  and 
reporters,  and  doctors  and  attorneys  for  theaters.    (T.  D.  2681;  Mar.  26,  1918.) 

The  tax  collected  at  the  time  of  issue  of  a  s5cason  ticket  or  pass  must  be  accounted 
for  in  full  in  the  next  monthly  return,  irrespective  of  anv  use  of  the  ticket  or  t)a.«s. 
(T.  D.  2681;  Mar.  26, 1918.) 

Unlets  at  time  either  ticket  is  sold  or  pasj  is  issued  the  wards  "Tax  paid  "shall 

^   be  indelibly  and  conspicuously  stamped  or  printed  thereon,  it  shall  not  be  good 

for  admission,  except  upon  payment  of  tax  at  time  of  adrassion;  no  ticket  or  pass 

expressed  to  be  "Tax  paid'   shall  be  issued  without  collection  of  the  tax.    (T.  D. 

2681;  Mar.  26,  1918.) 

Payment  of  tax. 

Tax  must  be  paid  by  person  paying  for  aiiniiseion ;  proprietor  may  not  pay  tax  for 
his  patrons,  and  no  place  where  taxable  admissions  are  chai;ged  will  be  permitted  to 
display  any  agn,  notice,  or  placadrd  to  the  effect  that  the  war  tax  is  not  cluu^d ;  by 
Appropriate  signs  and  by  notices  printed  in  proprams  for  reasonable  period,  xHtbhc 
shonia  be  informed  that  tax  is  required  to  be  paid  bv  person  paying  for  the  admis- 
sion.   (T.  D.  2681;  Mar.  26,  1918.) 

The  holder  ol  a  pass  for  a  single  admission  ret^uired  to  pay  tax,  at  option  of  pro- 
prietor of  place  of  entertainment,  when  pass  is  issued  (^it  then  to  be  stamped  "Tax 
paid' ')  or  when  it  is  presented  for  admission;  holder  or  season  pass  required  to  pay 
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Payment  of  tax — Continued, 
tax,  at  option  of  proprietor,  when  it  is  issued  (it  then  to  be  stamped  ** Tax  paid'*) 
on  all  admissions  to  which  the  pass  entitles,  or  whenever  it  is  presented,  on  each 
single  admission;  tax  is  to  be  paid  by  holder  of  pass.    (T.  D.  2681;  Mar.  26,  1918.) 

Unless  at  time  every  ticket  is  sold  or  pass  is  issued  the  words  "Tax  paid"  shall  be 
indelibly  printed  or  stamped  thereon,  it  shall  not  be  good  for  admission  except  on 
j)ayment  of  tax  at  time  of  admission.     (T.  D.  2681;  Mar.  26,  1918.) 

In  the  case  of  cabarets,  tax  of  1  cent  on  each  10  cents  or  fraction  thereof  of  20  per 
cent  of  the  total  charge  to  each  patron  must  be  paid  by  person  paying  for  refresh- 
ments, service,  merchandise,  et<:.;  it  can  not  be  reckoned  or  paia  by  the  proprietor 
upon  monthly  gross  receipts.     (T.  D.  2081;  Mar.  26,  1918.) 

Penalties. 

In  wldition  to  penalties  provided  by  section  1004  of  the  act  of  October  3, 1917,  for 
failure  to  make  the  return,  other  punishment  for  failure  to  comply  with  law  and 
regulations  is  prescribed  by  section  3176,  Revi8e<l  Statutes,  as  amended,  and  by 
other  sections  of  internal-revenue  laws;  doorkeepers  and  other  employees  of  amuse- 
ment onterprises,  eoually  with  proprietors  and  with  persons  adoutted,  will  bo 
prosecuted  for  any  violation  of  the  law.    (T.  D.  2681;  Mar.  26,  1918.) 

Piers,  shows  on. 

The  term  '^outdoor  general  amusement  parks,'*  as  used  in  section  700  of  the  act  of 
October  3, 1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  consider- 
able variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions,  rid- 
in":  devices,  and  vaude\'ille  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclofiures  or  on  vaf.ant  lots;  outdoor  amusement  parks 
include  similar  enterprises  conductc<l  on  piers,  but  not  motion  picture  or  other 
theaters  known  a^  '^airdromes.'*    (T.  D.  2681;  Mar.  26,  1918.) 

•'Place.** 

The  word  * 'place,'*  as  used  in  section  700  of  the  act  of  October  3,  1917,  is  not 
defined  in  the  section,  but  the  context  indicates  that  in  general  only  admissions  to 
places  of  amusement  and  entertainment  were  intended  to  be  taxable.  (T.  D.  2681; 
Mar.  26,  1918.) 

Pool  tables. 

Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  payment  for 
privilege  of  using  certain  ecjuipment,  such  as  pool  tables,  admission  is  incidental  to 
privil^e  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of  October 
3,  1917;  does  not  apply.    (T.  D.  2681;  Mar.  26,  1918.)     * 

Proceeds. 

The  term  "all  the  proceeds,**  as  used  in  section  700  of  the  act  of  October  3,  1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.  (T.  D.  2681; 
Mar.  26,  1918.) 

Records. 

See  "Registration  of  proprietor,**  post. 

Unless  institution,  society,  or  organization  claiming  exemption  from  collecting 
tax  files  with  collector,  prior  to  conducting  any  entertainment  or  amusement  or 
permitting  either  to  be  conducted  for  its  benefit,  suflSciently  before  date  of  enter- 
tainment to  permit  of  full  advance  investigation  of  circumstances  and  decision 
thereon,  affidavit  upon  specified  form,  managers  of  entertainment  required  to  keep 
and  exhibit  to  internal-revenue  officers  complete  record  of  admissions  to  each  per- 
fonnance.     (T.  D.  2681;  Mar.  26,  1918.) 

Daily  records  shall  be  kept  by  proprietors  or  their  agents  in  charge  showing  sepa- 
rately paid  acimissions,  childrens  admissions,  taxable  free  admissions,  if  admission  is 
not  taxable,  and  total  admission  tax  collected  on  each  class  for  eacn  performance, 
and  by  ticket  brokers,  showing  tickets  sold  for  each  entertainment,  proceeds,  cost 
of  tickets,  and  tax  returnable;  monthly  return,  which  shall  be  recapitulation  of 
daily  records,  required  to  be  made  in  duplicate  on  Form  729  and  to  be  transmitted  to 
office  of  collector  on  or  before  last  day  of  month  following  that  for  which  return  is 
made;  where  performance  is  given  by  person  other  than  proprietor,  both  he  and  the 
proprietor,  or  his  agent  in  charge,  must  sign  daily  records;  records  of  proprietors 
an<i  ticket  brokers,  with  copies  of  monthly  returns,  required  to  be  kept  or  filed  in 
place  of  business  for  two  years,  in  such  manner  as  to  be  readily  accessible  to  internal- 
revenue  officers.    (T.  D,  2681;  Mar.  26,  1918.) 
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Hecords — Continuecl . 

Where  a  person  or  organization  leasee  a  theater  or  place  and  lessor  assumes  rcspon- 
nihility  for  collection  or  tax,  lessee  will  sell  tickets  from  reels  or  supplies  of  proprietor 
ami  record  will  be  kept  in  daily  records  of  lessor  in  same  manner  as  if  entertainment 
had  been  conducted  by  proprietor,  but,  in  addition,  name  of  lessee  must  appear  in 
epace  provided  in  daily  record,  and  leasee  shall  certify  to  correctness  of  such  record; 
it  procedure  authorized  is  not  adopted,  lessee  must  comply  in  every  respect  with 
Regulations  No.  43  regarding  registration,  records,  and  other  matters  therein  con- 
tained.   (T.  D.  2681;  Mar.  26,  1918.) 

Bedemption  of  tickets. 

Where  a  ticket  is  redeemed  before  a  performance,  the  tax  imposed  by  section  700 
the  act  of  October  3,  1917,  as  well  as  the  price  of  the  ticket,  should  be  refunded. 
(T.  D.  2681;  Mar.  26,  1918.) 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  are  redeem- 
able in  cash  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
office  statement  for  the  canceled  game  may  be  marked  "Canceled,'*  but  in  its  next 
return  the  tax  must  be  accounted  for  by  the  club  on  any  tickets  not  redeemed  as 
shown  bv  comparison  of  box-office  statement  for  canceled  game  with  statements  for 
subsequent  games.    (T.  D.  2681;  Mar.  26,  1918.) 

Befund  of  tax. 

Where  a  ticket  is  redeemed  before  a  performance,  the  tax  imposed  bv  section  700 
of  the  act  of  October  3,  1917,  as  well  as  the  price  of  the  ticket,  should  be  refunded ; 
where  a  pass  is  "tax  paid,"  no  refund  of  tax  will  be  allowed  on  account  of  failure  to 
use  any  or  all  of  admissions  covered  by  it.    (T.  D.  2681;  Mar.  26,  1918.) 

Begistration  of  proprietor. 

Every  person,  corporation,  etc^  required  to  collect  tax  on  admissions,  shall,  on 
the  Ist  (lay  of  April,  1918  (and  if  not  on  that  date  engaged  in  business,  then  within 
10  days  after  enga^ng  in  business),  and  annually  therestfter  on  the  Is t  day  of  Jitly, 
file  in  the  oflSce  of  the  collector  of  internal  revenue  of  the  district  in  which  nis 
place  of  business  is  located,  an  application  for  registry,  setting  forth  certain  stated 
mformatiou;  traveling  or  itinerant  shows;  collector,  if  satisfied  that  all  statements 
given  in  application  are  correct,  will  issue  certificate  of  registration  on  certain  form, 
which  proprietor  shall  keep  conspicuously  posted  in  his  place  of  business,  or  carry 
on  his  person  if  he  has  no  fixed  place  of  business.     (T.  D.  2681;  Mar.  26,  1918.) 

Where  a  theater,  hail,  park,  or  i>lace,  is  leased,  and  the  procedure  authorized  by 
Article  XXVII  of  Regulations  43  is  not  adopted,  the  lessee,  precisely  like  the  pro- 
prietor, must  comply  in  every  respect  with  the  regulations  regarding  registration. 
(T.  D.  2681;  Mar.  26,  1918.) 

Beligious  institutions,  entertainments  for. 

Every  institution,  society,  or  organization,  claiming  exemption  from  collecting 
tax  on  admissions  by  reason  of  bein^  religious,  required  to  file  with  collector  of  dis- 
trict affidavit  upon  stated  form,  pnor  to  conducting  any  entertainment  or  amuse- 
ment or  permitting  either  to  be  conducted  for  its  benefit;  unless  affidavit  shall  be 
filed  sufficiently  before  date  of  entertainment  to  permit  of  full  advance  investigation 
of  circumstances  and  a  decision  thereon,  managers  of  entertainment  shall  keep  and 
exhibit  to  internal  revenue  officers  complete  record  of  admissions  to  each  perform- 
ance, and  will  be  held  responsible  for  collection  of  tax  in  case  claim  for  exemption 
is  not  allowed.    (T.  D.  2681;  Mar.  26,  1918.) 

Where  proceeds  of  admissions  inure  exclusively  to  benefit  of  religious  institutions, 
societies,  or  organizations,  admissions  are  not  taxable;  character  of  organization  for 
which  benefit  is  given,  and  not  purpose  of  particular  benefit,  is  controlling;  admis- 
sions to  any  entertainment  given  for  charity  are  taxable,  if  funds  are  administered 
by  any  persons  or  organization  other  than  religious,  educational,  or  charitable  insti- 
tutions, societies,  or  organizations.    (T.  D.  2681;  Mar.  26,  1918.) 

Besale  of  tickets. 

Where  all  the  admissions  to  an  entertainment  are  sold  en  bloc  to  a  purchaser  for 
a  specific  sum  and  no  charge  is  made  for  individual  tickets,  the  tax  is  on  the  price 
paid  for  the  entertainment,  and  the  purchaser  must  account  for  the  tax  on  any 
excess  over  the  purchase  for  which  he  may  resell  the  tickets;  where  broker  pur- 
chases tickets  for  resale,  with  right  to  return  those  not  sold,  proprietor  of  entertain- 
unsTLt  held  responnible  for  collecting  tax  on  full  price  paid  for  actiial  use  of  tickets; 
independent  orokcrs  and  dealers  must  collect  and  account  for  tax  on  their  sales, 
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Hesale  of  tickets — Continued. 

leas  amount  of  tax.  on  each  ticket  collected  and  accounted  for  by  amuBement  enter- 
prise; if  ticket  is  sold  for  uae  and  not  for  resale,  at  less  than  face  value,  tax  is  on 
price  paid,  but  seller  must  collect  tax  on  face  value  unless  ho  can  furnish  satisfac- 
tory evidence  that  presumptive  purchaser  was  not  agent  of,  or  acting  in  collusion 
with,  the  seller.    (T.  D.  26S1;  Mar.  26,  1918.) 

Where  all  admiasione  are  sold  to  an  orp^anization  or  society  for  a  specific  sum,  the 
tickets  sold  by  such  organization  or  society  shall  be  exchanged  for  regular  box-office 
tickets,  for  which  proprietor  must  account.    (T.  D.  2681;  Mar.  26,  1918.) 

Bret  urns — Baseball  tickets. 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  arc  re- 
deemable in  carfi  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  cMne,  the 
box-office  statement  for  the  canceled  game  may  be  marked  **Cancelod,* 'but  in  its 
next  return  the  tajc  must  be  accounted  for  by  the  club  on  any  tickets  not  redeemed 
as  shown  by  comparison  of  box-ofiice  statement  for  canceled  game  with  statements 
for  subsequent  games.    (T.  D.  2681;  Mar.  26.  1918.) 

Cabaret  proprietora. 

Cabaret  proprietors  must  furnish  each  guest,  upon  paying  his  check,  a  coupon 
receipt  to  be  detached  therefrom,  containing  separately  in  indellible  figures  the 
total  of  the  amount  paid  for  refreshments,  etc.,  and  the  war  tax  paid  thereon;  the 
checks  and  coupons  must  be  serially  numbered.     (T.  D.  2681;  Mar.  26,  1918.) 

Lease  of  place. 

W^hen  a  person  or  organization  leases  a  theater  or  place,  and  lessor  assumes  respon- 
sibility for  collection  of  tax,  record  of  entertainment  or  amusement  will  be  kept  in 
daily  records  of  lessor  in  same  manner  as  if  entertainment  had  been  conducted  by 
proprietor,  but  in  addition,  name  of  lessee  must  appear  in  space  provided  in  daily 
record « and  lessee  ehali  certify  to  correctness  of  such  record ;  effect  of  failure  to  adopt 
p«)cedure  authorized.     (T.  D.  2681;  Mar.  26,  1918.) 

Penalties  for  failure  to  make. 

In  addition  to  penalties  provided  by  section  1004  of  the  act  of  October  3,  1917, 
for  failure  to  make  the  return,  other  punishment  for  failure  to  comx>ly  with  law  and 
regulations  is  prescribed  by  section  3176,  Revised  Statutes,  as  amended,  and  by 
other  sections  of  internal  revenue  laws;  doorkeepers  and  other  employees  of  amuse- 
ment enterprises,  equallv  with  proprietors  and  with  persons  admitted,  will  bo  prose- 
cuted for  any  violation  of  the  law.     (T.  D.  2681;  Mar.  26,  1918.) 

■ Persons,  corporations,  etc.,  required  to  make. 

Every  person,  corporation,  partnership,  or  association,  receiving  any  payments  for 
admission,  including  admission  to  cabarets  and  other  similar  entertainments,  or 
admitting  any  person  free  to  any  place  where  admission  is  charged,  must  collect 
the  tax  imposed  by  section  701  of  the  act  of  October  3,  1917,  on  such  admissions, 
from  the  persons  admitted  or  making  such  payments,  and  make  monthly  return 
and  payment  of  collections  as  provided  in  section  503.     (T.  D.  2681 ;  Mar.  26, 1918. ) 

Reasonable  cause  for  delinquency. 

Where  delinqucncv  in  filing  admissions  tax  retuni.  under  act  of  October  3,  1917 
was  due  to  fact  that  head  bookkeeper  on  theater  tickets,  reports,  etc.,  had  enlisted 
in  United  States  Navy  and  it  was  impossible  for  taxpayer  to  make  a  return  on 
time  with  substitute  help,  there  was  reasonable  cause  for  delinquency  within 
meaning  of  section  3176,  Revised  Statutes.    (T.  D.  2795;  Feb.  26,  1919.) 

Season  tickets  or  passes. 

The  tax  collected  at  the  time  of  issue  of  a  season  ticket  or  pass  must  be  accounted 
for  in  full  in  the  next  monthlv  return  irrespective  of  any  use  of  the  ticket  or  pass. 
(T.  I).  2681;  Mar.  26,  1918.) 

"Revenue  tickets." 

WTiere  theaters  are  not  permitted  to  charge  admission  but  take  silver  collection 
at  the  door,  there  is  no  objection  to  selling  what  is  known  as  ''revenue  tickets" 
with  each  contribution,  a  10-cent  contributor  paying  11  cents,  etc.  (T.  D.  2590; 
Nov.  24,  1917.) 
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Scalpers'  tickets. 

Ticket  brokers  required  to  keep  daily  recosds  8howiQ£|  tlckots  sold  for  each  'enter- 
tainment; proceeds j  cost  of  tickets  and  tax  rcrturnaDic;  monthly  return,  wliich 
4iuiU  be  secspitulaiioQ  M  ^daily  records,  reqnhwd  to  be  made  in  duplicate  on  Form 
72d  and  to  be  txaasmittod  td  mce  d  coRector,  wi'yi  amoant  ^f  tax,  on  or  before  last 
day  of  moDih  loUowing  -^lat  lor  wtik^  retam  is  made;  dailv  Kecpvd  of  brokers,  with 
copies  «f  llieir  mondily  retsms,  reqaived  to  bo  kefyt  on  m^  for  iwo  years,  in  each 
mannor  as  to  be  readily  accessible  to  internal  revenue  officers.  (T.  D.  2681;  Mar. 
26,  1918.) 

Where  a  broker  purchases  tickets  for  resale,  with  right  to  return  those  not  sold, 
pn^ietor  of  cnteit&niaMnt  held  rcsponsiWe  lor  coliectiag  tax  on  full  price  paid 
tor  actual  use  of  tickets;  independent  bvokcrs  and  dealers  must  collect  and  account 
for  tax  on  their  sales,  less  amount  of  tax  on  each  ticket  collected  and  accounted 
for  by  amusement  enterprise;  if  ticket  is  sold  for  use  and  not  for  resale,  At  less  than 
face  value,  tax  is  on  price  paid,  but  seller  must  collect  tax  on  face  vahie  unless  he 
can  £umisk  wtufactory  evidence  ihtA  prcwmf^dve  purchsser  was  not  agent  of,  or 
jKtiAg  in  colluaon  with,  the  seller.    (T.  D.  2681;  Mar.  2d,  1918.) 

Ticket  brofcm  requmd  to  calleet  lax  on  ttdminions,  thaM,  on  the  1st  day  of 
April.  1^18  <aDd  if  ndt  «n  tfcat  date  engaged  in  bnsiaess,  then  within  10  days  after 
omgiBg  in  bunness),  «nd  annuftlly  thereafter  on  the  1st  day  of  July,  ffie  in  the 
isSSce  of  I3ie  collecter  of  intemal  revenue  of  the  distarict  in  wfach  his  place  of  busi- 
ness is  located,  an  application  for  registry,  setting  forth  certain  stated  information; 
traveUng  or  itinerant  shows;  collector,  if  satisfied  that  all  statements  given  in  appli- 
cation are  correct,  will  issue  certificate  of  registration  on  certain  form,  "^^ich  pro- 
prietor diaU  keep  coKpicaouidv  posted  in  kis  place  of  faosiness.  or  -cany  oai  his 
penoB  illie  has  ao  fixed  place  of  business.    (T.  D.  2681;  Mar.  26,  1^18.) 

Season  tickets  asid  passes. 

Holder  of  season  pass  required  to  pay  tax  imposed  by  section  700  of  act  of  0(;to- 
ber  3,  1917,  at  option  of  proprietor,  when  it  is  issued  (it  then  to  be  ^xaaaped  **TaK 
paid' '),  on  all  admissions  to  which  pass  entitles,  or  whenever  it  is  presented,  en 
eacli  single  admission;  tax  is  to  be  paid  by  holder  of  pass;  where  pass  is  *  'Tax  paid , ' ' 
no  refund  of  tax  will  be  allowed  on  account  of  failure  to  use  any  or  all  of  admuxsions 
covered  by  it.     (T.  D.  2681;  Mar.  26,  1918.) 

Tax  imposed  by  section  700  of  act  of  October  3,  1917,  is  to  be  collected  upon  price 
paid  and  at  time  of  paying  for  season  tickets;  no  refund  of  any  part  of  tbe  tax  is 
authorized  because  one  or  more  performancos  may  be  missed;  in  case  of  tickets 
covering  period  before  and  after  November  1 ,  1917.  tax  is  payable  on  proportion 
of  price  paid  representing  admissions  on  and  after  November  1»  1917,  and  sheuld 
be  collected  upon  first  presentation  of  the  ticket  after  October  31,  1917.  (T.  D. 
2681;  Mar.  26, 1918.) 

The  tax  collected  at  the  time  of  issue  of  a  season  ticket  or  pass  must  be  acxouuted 
for  in  fuH  in  the  next  monthly  return,  irrespective  of  ajiy  use  of  the  ti<ket  or 
pass.    (T.  D.  26S1:  Mar,  26,  1938.) 

When  a  Chautauqua  buxeau  presents  a  Chautauqua  under  the  usual  form  of 
agreement  with  a  local  body  by  which  latter  subscribes  for  season  tickets  and 
receives  them  to  resell  to  the  public,  the  admisi»ions  tax  is  payable  on  (1)  amount 
XMCid  by  local  body  to  the  bureau,  regardless  of  number  of  tickets  not  refold  or  not 
use<l,  on  (2)  any  excess  received  by  local  body  from  resale  of  tickets  ovct  the  amounts 
BO  paid  by  it,  and  also  on  (3)  all  ad m Lesions  other  than  by  tickets  ko  told  to  the  local 
body.    (t.  B-  2782;  Dec.  24, 1918.) 

QepaaseAe  m/Andmaioam. 

As  the  tax  inpeoed  by  section  780^  the  act  of  O'tobet  3, 1917,  is  1  cent  for  each 
10  cents  or  fraction  thereof  of  the  amount  paid  for  admission  to  any  place,  tax  ran 
not  bo  paid  on  the  total  receipts  but  must  be  colle<:ted  on  each  separate  admist*ion. 
(T.  D.  2681;  Mar.  26,  1918.) 

Signs — Admission  charged,  tax  due,  ajid  total  thereof. 

Persons  charging  taxable  admiaaioiis  re^piircd  to  ke«f>  concokrvouflty  ported  in 
their  places  of  business  signs  accurately  stating  prices  charged  for  admission,  tax 
due  on  each  admission,  and  total  of  admission  and  tax;  where  entertainment  enter- 
prises, finding  it  impracticable  to  handle  pennies  or  for  other  reasons,  have  ad^^mced 
their  prices  5  or  10  cents,  including  tax  in  the  advance,  conmicuous  nigns  must 
nuiKumee,  '"'Hkj  ^^hai^^e  for  a  [donoraination}  ticket  includes  the  tax  of  1  cent  for 
-fAcli  Ml  cents  er  feacHon  ttief^of  of  the  amount  paid  for  admission.' '  (T.  D.  2681; 
>l».  t6,  ltll5.) 
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Signs— Continued . 

PerBoiiB  liable  for,  and  object  of,  tax. 

By  appropriate  signs  and  by  notices  printed  in  programs  lor  reasonable  period, 
public  enould  be  informed  that  tax  imposed  by  section  700  of  the  act  of  October 
3,  1917,  is  required  to  be  paid  by  person  paying  for  admission,  and  that  amount 
collef^ted  goes  to  United  States  Government  for  war  purposes.  (T.  D.  2681;  Mar. 
26,  1918.) 

Tax  not  charged. 

No  place  where  taxable  admissions  are  charged  will  be  permitted  to  display  any 
sign,  notice,  or  placard,  to  the  effect  that  the  war  tax  is  not  charged.  (T.  D.  2681; 
Mar.  26,  1918.) 

Subscriptions. 

Tax  imposed  by  section  700  of  act  of  October  3,  1917,  is  to  be  collected  upoi  price 
paid  and  at  time  of  paying  for  subscriptions;  no  refund  of  any  part  of  tax  is  author- 
ized because  one  or  more  performances  may  be  missed;  in  case  of  subsCiiptions 
covering  period  before  and  after  November  1,  1917,  tax  is  payable  on  proportion  of 
j^rice  paid  representing  admissions  on  and  after  November  1,  1917,  and  should  be 
collected  upon  first  exercise  of  the  subscription  right  after  October  31, 1917.  (T.  D. 
2681;  Mar.  26,  1918.) 

Swimming  pools. 

Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  payment  for 
privilege  of  using  certain  equipment,  such  as  swimming  pools,  admission  is  inci- 
dental to  privilege  of  Tising  such  equipment,  and  tax  imposed  by  section  700  of  act 
of  October  3,  1917,  does  not  apply.     (T.  D.  26S1;  Mar.  26,  1918.) 

Tennis  courts. 

Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  payment  for 
privilege  of  usin^  certain  equipment,  such  as  tennis  courts,  admission  is  incidental 
to  privilege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of 
October  3,  1917,  does  not  apply.     (T  D.  26S1;  Mar.  26,  1918.) 

Tickets — Season  tickets. 

See  "Season  tickets  and  passes,"  ante. 
' Serial  numbers. 

Proprietors  of  t>lace  where  admission  is  charged  must  sell  serially-numbered 
tickets  or  use  macnine  or  de\'ice  giving  similar  information,  except  such  proprietors 
as  use  detached  tickets  valid  only  on  date  printed  thereon,  or  use  permanent  tickets 
for  repeated  performances;  proprietors  making  first  purchase  of  serial  reel  tickets, 
after  Keg\ilations  No.  43  become  effective,  required  to  order  such  tickets  to  start 
with  number  1,  their  tickets  to  thereafter  run  in  serial  order  until  the  number 
500,000  is  reached,  when  they  may  start  again  at  number  1,  if  so  desired.  (T.  D. 
2681;  Mar.  26,  1918.) 

"Tax  paid." 

T^nless  at  time  either  ticket  is  sold  or  pass  is  issued  the  words  "Tax  paid"  shall 
be  indelibly  and  conspiaiously  stamped  or  printed  thereon,  it  shall  not  be  good  for 
ailmission  except  upon  payment  of  tax  at  time  of  admission;  no  ticket  or  pass 
expressed  to  be  "Tax  paid  shall  be  issued  without  collection  of  the  tax.  (T.  D, 
2681;  Mar.  26,  1918.) 

TJnccdled-for  or  unused  tickets. 

See  "Uncalled-for  or  unused  tickets  or  passes,"  post. 
Traveling  shows  or  amusement  enterprises. 

See  "Itinerant  shows,"  an(€. 
Turkish  baths. 

Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  payment  for 
privilege  of  using  certain  equipment,  such  as  Turkish  batlis,  admissicm  is  inci- 
dental to  privilege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act 
of  October  3,  1917,  does  not  apply,    (T.  D.  2681;  Mar.  26, 1018.) 
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"^neallod-lor  or  umised  tickets  or  passes. 

Tsrimpoeed  by  sertiow  760  of  act  of  October  S,  1917,  miiet  be  paid  on  tickets  sold 
and  not  called  for  which  theater  reserves  do  right  to  sell;  in  the  case  of  season 
tickets  and  subscriptions,  no  refund  of  any  part  of  the  tax  is  author*a?d  because 
one  or  more  perlorraances  may  be  missed;  where  pass  is  *'Tax  paid,"  no  refund  of 
tax  will  be  allowed  on  account  of  failure  to  use  any  or  all  of  admissions  covered  by 
it.     (T.  D.  2681;  Mar.  26,  1918.) 

The  tax  collected  at  the  time  of  issue  of  a  season  ticket  or  pass  must  be  accounted 
for  in  full  in  tbe  next  monthly  return,  irrespective  of  any  use  of  the  ticket  or  pass. 
(T.  D.  2681-  Mar.  26,  1918.) 

Tax  imposed  by  section  700  of  the  act  of  October  3, 1917,  must  be  paid  in  respect 
to  performance  for  which  boxes  or  seats  are  sold  or  reserved,  whether  or  not  they 
are  used.     (T.  D.  2681;  Mar.  26,  1018.) 

Vaudeville. 

The  term* ''outdoor  general  amusement  parks,"  as  used  in  section  700  of  the  act 
of  October  3,  1917,  applies  only  to  Such  permanent  outdoor  parks  as  inchide  a  con- 
siderable variety  of  entertainments,  such  as  mechanical  shows^  musical  attractions, 
riding  de\nce8,  and  vaudeville  shows,  and  not  to  carnivals  or  itinerant  amusement 
enterprises  within  temporary  inclosures  or  on  vacant  lots.  (T.  D.  2681:  Mar.  26, 
1918.5  "^       '  V  ., 

"Cabaret  or  other  similar  entertainment,'*  as  used  in  section  700  of  the  act  of 
October  3,  1917,  includes  every  hotel  or  room  therein,  restaurant,  hall,  or  other 
publi*'  place  at  or  in  which,  in  'onnection  with  the  servdce  or  sale  of  food,  or  other 
refreshment*  or  merchandise,  any  vaudeville  or  other  performance  or  diversion  in 
the  way  of  acting,  singing,  declamation,  or  dancing,  is  conducted.  (T.  D.  2681; 
Mar.  26,  1918.) 

Zoological  park. 

Admissions  to  public  zoological  parks  and  other  entertainment  enterprises  con- 
ducted by  or  unaer  direction  of  Government  or  State,  or  political  subdivision  of 
either,  are  not  taxable.    (T.  D.  2681;  Mar.  26, 1918.) 

ADULTERATED  BTJTTBB. 

Decision  of  Coxoioissioner. 

Under  the  oleomargarine  act  of  August  2,  1886,  section  14,  and  the  adulterated 
butter  act  of  May  9,  1902,  section  4,  where  there  has  been  a  hearing  on  contested 
facts  and  arbitrary  conduct  in  the  legal  sense  is  not  complained  of,  decision  of 
Gommineioner  that  certain  substance  or  compound  constitutes  adulterated  butter 
is  final  and  may  not  be  attacked  in  any  action  at  law  to  recover  back  tax  and  penalty 
paid  under  protest.    (T.  D.  2803;  Mar.  12,  1919.    Ct.  Dec.) 

ADVANCE   PAYMENT. 
Capital  stock  tax. 

('apital«tQck  tax  imposed  by  act  September  8,  1916,  became  effective  January  1, 
1917,  and  is  to  be  paid  annually  in  advance  for  each  year  beginning  July  1,  except 
as  to  fiist  payment  for  six  months  ending  June  30,  1917;  the  tax  due  July  1,  1918, 
is  an  excise  tax  payable  in  advance  for  privilege  of  doing  business  from  July  1, 1918, 
to  June  30,  1919.     (T.  D.  2750,  art.  1,  Appendixes  A,  B;  Aug.  9,  1918.) 

Estate  tax. 

Section  204,  act  September  8,  1916,  does  not  contemplate  that  immediately 
after  decedent's  death,  or  at  any  time  before  expiration  of  year  executor  may  make 
partial  payment  on  account  of  tax  and  receive  credit  for  discount  because  of  advance 
payment;  if  advance  payment  is  to  be  made  before  due  date,  estate  must  be  in 
position  to  file  final  return  on  Form  706,  shewing  certain  data;  final  return  must 
be  filed  wherever  advance  payment  is  itoired,  ana  amount  paid  should  be  entered 
upon  collector's  assessment  list  for  month  in  which  paid  as  advance  collection. 
<T.  D.  2756;  Sept.  5,  1918.) 

Income  and  excess  profits  taxes. 

Instructions  with  reference  to  time  for  makin;;  advance  payments  in  installments 
or  in  whole,  of  income  and  excess  profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to 
tasqtaver;  refoad  of  excess  payment;  entries  to  be  made  on  specified  forms;  inter- 
est Uble.  (T.  D.  2622;  Dec' 26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695; 
Apr.  11,  1918.) 
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ADVERTISEMENT. 

Mdiicinal  preparations. 
See  '^Excise  Taxee,". 

AVFIDAVXTB. 

See  specific  heafls. 

AFFIXJATED   COBFOBATIONS. 

Defixdtion. 

Two  or  more  corporations  are  not  '* affiliated  "  merely  becanae  all  or  substantially 
aU  of  the  stock  therein  ia  owaod  by  the  same  corporatioB,  indtvisiu«l»  cr  Mrtftership ; 
tkey  imist  mXso  be  engaged  ia  tlie  saeate  er  a  closely  related  busuiees.  <T.  B.  2662 ; 
Mar.  6,  1918.) 

Excess  profi.ts  tax — Ketums. 

Owner  diall  incliide  speciilc  statement  of  Aumber  or  proportfton  of  shares  in  affili- 
ated corporations  held  by  parent  corporation  during  taxaole  year  and  a  fidbedulo 
showing  proportimiate  amount  of  total  tax  which  it  is  agreed  among  them  is  to  be 
assessed  upon  each  affiliated  corporation;  affiliated  corporation  to  file  return  showing 
that  corporation  is  affiliated  with  parent  corporation,  liiat  its  return  is  inclwled 
in  consolidated  return  of  such  parent  corporation,  and  district  in  which  consoli- 
dated return  is  filed.    (T.  D.  2662;  Mar.  6, 1918.) 

Conaolidaled  return  will  be  required  in  case  of  affiliated  corporations  among 
which  there  exist  contracts  or  trade  or  financial  practices  which  arbikarilyor  bene- 
ilcially  influence  or  determine  the  amount  of  the  invested  capital  or  net  utcome  of 
one  or  more  of  the  corjwrations  so  affiliated  and  where  95  per  cent  or  more  of  the 
stock  of  the  subsidiary  affiliated  corporations  is  owned  by  a  parent  or  controlling 
corporation  or  by  an  individual  or  partnership.     (T.  D.  2662;  Mar.  6s  1918.) 

Retctms  sball  be  fiJed  by  parant  or  pnncxpal  corpomtiDn  in  o^ce  of  collector  of 
district  in  whidi  it  hai  its  pnncipai  omce;  each  of  other  affiliated  corporations  a^all 
file  return  in  office  of  collector  oiE  its  respective  district;  contend  of  return  stated. 
(T.  D.  2662;  Mar.  6,  1918.) 

Railroads,  gas,  electric,  water,  or  other  public  ser\dre  cori)orations  when  operated 
independently  and  not  physically  connected  or  mei^ed— -particulady  wlien  aitit- 
ated  in  different  jurisdictions  and  subject  to  regulation  by  public  8er\dce  com- 
mifisioiis — will  not  be  required  or  permitted  wimout  special  permission  obtained 
in  advance,  to  make  a  consolidated  return;  when  public  utihty  is  owned  by  in- 
d^stria!  corpora'tion  and  is  operated  as  a  plant  facility,  or  as  an  integraT  part  of  a 
group  organization  of  affiliated  corporations  and  such  corporations  are  required  to 
ale  consolidated  retarn,  return  of  such  public  utility  shall  be  included  therein. 
(T.  D.  2662;  Mar.  6,  1918.) 

If  Commissioner  of  Internal  Rev«iiue,  upon  examination  of  any  consolidated 
return,  fmds  that  tax  can  not,  in  his  judgment,  be  properly  assessed  upon  basis  «f 
such  return,  affiliated  corporations  covered  by  such  consolidated  return,  shall, 
upon  notice  from  the  Commisaioner,  file  separate  returns.  (T.  D.  2662;  lirlar.  6, 
1918.) 

Corporations  must  describe  in  rctarns  all  intercorporate  relatiouahips  with  other 
corporations  with  which  affiliated,  and  must  furnish  such  information  in  relation 
thereto  as  \vi\\  enable  Commissioner  of  Internal  Revenue  to  compute  amount  of  tax 
properly  due  from  each  corporation  on  basis  of  equitable  and  lawful  accotintifiir; 
circumstances  under  which  two  or  more  corporatioas  will  be  deemed  to  be  affiliatea, 
stated.    (T.  D.  2694;  art.  77.) 

Whenever  necessary'  to  moue  equitaWy  determine  the  invested  capital  or  taxable 
income,  Commiasioner  ol  Internal  Reveniie  maj'  require  affiliated  corporations  to 
furai^  consolidated  return  of  net  incoate  and  invested  capital;  such  return  mar  be 
made,  by  «fty  oiie  or  more  of  such  corposatiofis  or  by  all  acting  jointly;  in  case  of 
neglect  or  refusal  to  farmsh  return,  Commissioner  may  cause  examination  of  books 
of  all  such  corporations  to  be  made,  and  consolidated  statement  to  be  made  from  such 
examination ;  where  returns  are  accepted  total  tax  will  be  computed  in  first  instance 
as  unit  on  basis  of  consolidated  return  and  will  be  aswossed  upon  rcHp(M?tive  affiliated 
corporations  in  such  proportions  as  may  be  agreed  among  them,  Init  if  tio  such  agree- 
ment is  made  tax  will  be  assessed  upon  eacS  corporation  in  arcordanco  with  net  in- 
come and  invxssted  capital  properly  assignable  to  it.    (T.  D.  26914;  art.  78.) 
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Excess  profit  tax— Returns — Oontiniied. 

When  all,  or  substantially  all,  of  stock  of  subsidiary  corporation  was  acquired  for 
cash,  cash  so  paid  shall  be  basis  to  be  used  in  determining  value  of  property  acquired; 
where  stock  of  subsidiary  company  was  acquired  with  stock  ol:  parent  company, 
amomit  to  be  iacloded  in  consolidated  invested  capital  in  respect  of  company 
acquired  shall  be  computed  in  same  manner  a^  if  net  tangible  assets  and  intan<<^lbic 
assets  had  been  acquired  instead  &t  the  stock;  if  in- accordance  with  such  acquisition 
a  paid'-ili  surplus  is  dasmed,  such-  claim  shall  be  subject  to  provisions  of  articles  55 
and  63  of  Regidations  41.     (T.  D.  29(^1;  July  29,  1919.) 

Where  afSHated  corporation  has  made  its  income  tax  return  on  basis  of  taxable 
jrear  diffm«iit  from  that  on  basis  of  which  consolidated  excess  profits  tax  return  in 
which  it  is  included  has  been  made  under  provisions  of  articles  77  and  78  of  Revela- 
tions No%  41  and  of  T.  D.  2M2,  amended;  ineonetax  r^fsm  may  be  made  on  h&°h 
of  same  taxable  year  as  consolidated  return,  even  though  notice  was  not  given 
within  time  prescribed  in  articles  211  and  215,  inclusive,  of  Regulations  No.  33, 
Eevised;  in  such  ease  amended  incoaoe  tax  return  shall  also  be  made  for  any  un- 
accounted-for portion  of  the  corporation's  taxable  year.    (T.  B,  2806;  Mar.  14,  J919.) 

AFFIBMATION. 
VerifLcations  of  returns,  etc. 
See  specific  heads. 

ACWNIPS. 

See  ** Principal  and  Agent.** 

AGBICULTUBE. 

Agrieidtural  feiEv — HeflanitloB. 

The  term  "agricultural  &ire,"  as  used  in  section  7(H)' of  the  act  of  October  3,  1917, 
includes  live  stock  and  sindlar  shows  for  promotion  of  agricultural  interests,  but  not 
bench'  iAiowb  or  other  indoor  exhibitions.    (T.  D.  2681 ;  Mar.  26,  1918.) 

Ag^ricultural  organizations — Capital  stock  tax. 

Agricultural  orgaaizations  are  specifically  exempt  from  tax  imposed  by  section  407 
of  the  act  of  September  8,  1916.  (T.  D,  2383;  Oct.  1»,  1916.  T.  D.  2750,  art.  12; 
Aug.  9,  1918.) 

Provision  of  article  2  of  Regulations  38,  exempting  agricultural  organizations,  only 
applies  to  those  organisations  that  are  engaged  in  thait  business  merely  for  the  general 
welfare  and  benefit  of  the  public,  such  as  agricultural  fairs  or  exhibitions;  a  corpora- 
tion engaged  in  general  farming,  raising  cattle,  or  the  agricultural  business  for  profit 
w  liable  to  the  tax.    (T.  D.  2417;  Dec.  16, 1916.    T.  D.  2750,  art..  12;  Aug.  9, 1918.) 

Zneouie  taxeor— Bxaxnptions. 

Agricultural  oxganutations  are  exempt  firam  tax  without  condition  j  collector,  bei  ng 
satisfied  that  organization  comes  within  exempted  class,  is  authorized  to  eliminate 
it  f rtim  his  list  and  relieve  it  from  necessity  of  making  retuims .    (T .  D .  2690 ;  art .  GS . ) 

Agricultural  organisations  do  not  include  corporatione  engaged  in  Rowing  a^ri- 
cuitural  products  or  raising  live  stock  or  similar  products  for  profit,  but  include  only 
those  oigBiiizatioiis  which,  having  no  net  income  inuring  to  benefit  of  members,  aro 
educational  or  instructive  in  character,  and  which  have  for  their  purpose  the  betlor- 
ment  of  conditions  of  those  engaged  in  tdiese  ptnrsuits,  improvement  of  growing  of 
their  products,  and  encouragement  and  promotion  of  industries  to  higher  degrei;  of 
efficiency*  included  in  this  class  as  exempt  are  county  fairs  and  like  associations  of  a 
quasi-public  character;  societies  or  associations  holding  race  meota  from  wliich 
profits  inure  or  may  inure  to  members  or  stockholders  are  not  exempt.  (T.  D.  2690; 
art.  73.) 

(Corporation  engaged  in  raising  stock  or  poultry,  or  crowing  grain,  fruits,  or  otlior 
products  of  this  character,  as  means  of  li%'elihood  and  lor  purpose  of  ^ain,  is  an  agri- 
cultural or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kind 
of  business  in  which  it  is  engaged,  and,  as  such,  is  not  exempt  from  taxation.  (T.  D. 
2690;  art.  74.) 

Gross  income. 

Corpora^oBs  engaged  in  operating  plantations,  ranches,  stock  £arm<s  poultry  farm?, 
and  lands  used  for  raising  fruit,  truck,  etc.,  including  orchards  ef  ail  kinds,  shall 
make  their  retarns  on  the  basis  of  the  products  actually  marketed  and  sold  during 
the  3near,.  whether  such  products  were  produced  or  purchased  and  resold.  (T.  D. 
2690;  art  123.) 
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Agricultural  organizations— Continued.  -    ' 

• Income  taxes — Continued. 

Net  incomes — Continued. 

AU  deductions  by  corporations  engaged  in  operating  plantations,  ranches,  etc., 
Khali  be  based  upon  legitimate  expense  incident  to  current  yeaf  whether  for  pro- 
duction of  present  or  future  years,  except  that  in  case  wherein  corporation  is  ^oigaged 
in  producing  crops  which  take  more  tlian  a  year  from  time  of  planting  to  process  of 
fratneriug  and  dispofling,  income  reported  and  expenses  deducted  should  be  deter- 
mined upon  crop  basis.  (T.  D.  2690;  art.  123.  But  see  T.  D.  2665;  Mar.  8, 1918.) 
In  determining  cost  of  stock  for  purpose  of  ascertaining  deductible  loss  there  shall 
be  taken  into  account  only  the  purchase  price  and  not  the  cost  of  auy  feed,  pasturage 
or  care  which  has  been  deducted  as  an  expense  of  operations.   (T.  D.  2690;  art.  123.) 

Excise  taxes — Tractors. 

Tracrtors  for  pulling  agriailtural  implements  are  not  automobiles  or  automobile 
trucks.     (T.  D.  2719;  Art.  IX.) 

Income-tax  returns  by  farmers. 
See  "Farmers." 

ALASKA. 
Alcoholic  liquors. 

Extracts  from  act  of  February  14,  1917,  prohibiting  manufacture  and  sale  of 
alcoholic  liquors  in  Alaska,  published  for  information  of  internal-revenue  officers 
and  others  concerned.    (T.  D,  2466;  Mar.  27,  1917.) 

Excise  taxes. 

Taxes  imposed  b^^  sections  313,  315,  and  600  of  act  of  October  3,  1917,  apply  to 
articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  else- 
where in  the  United  States  than  in  a  State,  and  to  articles  sold  in  commerce  between 
I'nited  States  and  any  of  it49  island  or  other  possessions  except  the  West  Indian 
Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Public  utilities. 

See  "Transportation  Tax." 

Stamp  taxes. 

Tlie  stamp  tax  imposed  by  subdivision  Jb)  of  Schedule  A  of  the  act  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
Stiites  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and, 
although  time  drafts  covering  shipments  to  the  Virg[in  Islands,  the  Philippine 
Islands,  and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto 
Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Dec.  24,  1918.) 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October  3, 
1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not  other- 
wipe,  is  applicable  to  time  drafts  used  between  ttie  territorial  juriLsdiction  of  the 
United  States  (includine;  the  States,  the  District  of  Columbia,  the  Territory  of  Hawaii 
and  the  Territory  of  Alaska)  and  the  Canal  Zone,  Philippine  Islands,  the  Virgin 
Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.  (T.  D.  2795;  Feb.  26, 
1919.) 

ALCOHOL. 

Alaska— Manufacture  and  sale. 

Extnicts  from  act  of  Febniary  14,  1917,  proliibiting  manufacture  and  sale  of 
alcoholic  liquors  in  Alaska,  published  for  information  of  internal-revenue  officers 
and  others  concerned.    (T.  D.  2466;  Mar.  27,  1917.) 

Antiseptic  mixtures. 

Formulas  for  mixture  of  alcohol  withdrawn  for  use  in  hospitals,  etc.,  with  an 
antiseptic  stated;  application  for  permit  and  bond.    (T.  D.  2496;  May  31,  1917.) 

Apothecaries  will  not  be  charged  with  liability  to  special  tax  on  account  of  sale 
in  quantities  not  exceeding  1  pint  of  alcohol  for  bathing  or  antiseptic  purposes, 

.  providing  it  is  compounded  prior  to  sale,  but  not  in  bulk  or  in  advance  of  orders, 
m  such  manner  as  to  make  it  unfit  for  use  as  beverage;  apj>roved  formulas  for  pur-* 
pose  of  rendering  alcohol  unfit  for  beverage  stated;  containers  of  alcohol  treated 
m  such  manner  must  bear  '•poison"  labels.  (T.  D.  2760;  Oct.  9,  1918.  T.  D, 
2788:  Feb.  6,  1919.) 
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Denatured  alcohol — Acetone  content. 

SpecificationB  for  acetone  content  in  denaturing' grade  of  wood  alcohol  changed 
BO  as  to  contain  not  more  than  10  grams  nor  less  thsua  3  grams  per  100  c.  c.  of  acetone 
and  other  substances  estimated  as  acetone.  (T.  D.  2587;  l^ov.  21,  1917.  See 
T.  D.  2268;  Dec.  4,  1915.) 

T.  D.  2587  revoked,  and  Article  V  of  Emulations  No.  30,  providing  that  wood 
alcohol  used  in  denaturing  shall  contain  not  more  than  20  grams  nor  less  than  10 
grams  of  acetone,  or  other  substances  estimated  as  acetone,  per  100  c.c,  when  tested 
by  the  Messinger  method,  a^in  made  effective;  wood  alcohol  complying  with  T. 
D.  2587,  on  hand  or  in  transit,  permitted  to  be  used  for  dcnatunng  purposes  until 
and  on  January  31, 1919.    (T.  D.  2779;  Dec.  17,  1918.) 

Bond  of  manufacturer. 

If  the  penal  sum  of  a  '^Manufacturer's  bond  for  special  denatured  alcohoV '  (Form 
563  or  Form  582 A)  is  in  excess  of  liability  to  tax  at  rate  of  93.20  per  gallon,  imposed 
by  act  of  October  3,  1917,  new  bond  will  not  be  required,  provided  recovery  clause 
in  bond  has  been  stricken  out;  if  such  clause  has  not  been  stricken  out  new  bond 
will  be  required.    (T.  D.  2578;  Oct.  31,  1917.) 

Bulk  quantity  denaturation. 

Persons  permitted  to  denature  alcohol  in  bulk  Quantities  are  proprietors  of  dis- 
tilleries having  denatured  bonded  warehouses  on  their  distillery  premises,  {>roprie- 
tors  of  central  denaturing  bonded  warehouses,  and  proprietors  of  industrial  dis- 
tilleries established  under  the  act  of  October  3,  1913;  a  pnarmacist  is  in  no  sense  a 
denaturer  of  alcohol,  nor  are  described  s^nts  regarded  as  satisfactory  for  denatura- 
tion of  alcohol  in  bulk  quantities.  (T.  D.  2576;  Nov.  10,  1917.  T.  D.  2788;  Feb. 
6,  1919.) 

Containers. 

Steel  drums  and  packages,  without  wooden  heads  or  lead  plates,  may  be  used  as 
containers  for  denatured  alcohol,  provided  that  in  case  of  specially  denatured 
alcohol  one  end  of  each  such  package  is  painted  yellow,  upon  which  painted  end 
reauired  marks  and  brands  shall  be  stenciled  and  stam^w  affixed;  stamps  required 
to  DC  protected  with  coating  of  shellac  or  varnish  impervious  to  water;  packages  in- 
tended to  contain  completely  denatured  alcohol  are  to  be  painted  light  green  color; 
articles  36  and  37  of  R^ulations  No.  30  modified.    (T.  D.  2824;  Apr.  22,  1919.) 

Denaturing  materials. 

^Ticre  chemicallv  or  commercially  pure  or  a  U.  S.  P.  salt  or  solid  is  used  as  a 
denaturing  material,  same  need  not  be  submitted  for  test,  provided  material  is 
delivered  to  storekeeper-gauger  in  charge  in  a  sealed  packaofe,  bearing  seal  and 
label  descriptive  of  its  contents  placed  thereon  by  reputable  manufacturer  of 
chemicals.     (T.  D.  2434;  Jan.  18,  1917.) 

Distilleries. 

Distillers  producing  alcohol  from  foods,  fruits,  food  materials,  or  feed  for  de- 
naturation only,  under  act  of  October  3,  1913,  required  to  comply  with  regulations 
of  Commissioner  of  Internal  Revenue,  relating  to  such  distillation  and  denatura- 
tion.    (T.  D.  2523;  Sept.  11,  1917.) 

Alcohol  produced  at  industrial  distilleries  must  be  denatured  on  the  distillery 
premises  wnere  produced,  and  vacuum  stills  may  be  used  in  lieu  of  more  ordinary 
types,  if  desirea;  manner  of  construction  of  industrial  distilleries  stated.  (T.  D. 
2564;  Oct.  26,  1917.) 

Industrial  distilleries  and  central  distilling  and  denaturing  plants  are  exempted 
from  the  pro\dBionB  of  section  3264,  Revised  Statutes,  requiring  that  surveys  of 
distilleries  be  made  to  determine  true  spirit-produdng  capacities  thereof  for  a  day 
of  24  houre.    (T.  D.  2728;  June  8,  1918.) 

Fermented  malt  liquors. 

Supervision  oyer  removal  of  taxable  fermented  liquor  from  brewery  to  distillery 
and  oyer  operation  of  distillery  and  denaturation  of  product  will  be  exercised  by 
pipe-line  deputy  where  one  is  on  dutv,  or  in  cases  where  there  is  no  such  deputy 
or  he  is  unaole  to  perform  required  duties,  a  storekeeper-gauger  will  be  assigned 
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Denatured  alcohol— Continued. 

Fermented  malt  liquors— Continued. 

in  the  trsual  manner  to  the  distillery,  with  compensation  not  less  tlian  $3  nor  more 
than  $4  per  day.    (T.  D.  2364;  Oct.  26,  1917.) 

Fennented  malt  liquor  may  be  conveyed  by  pipe  line  without  tax  payment 
from  brew^  premises  where  produced  to  contiguous  industrial  distillery  of  either 
class  established  under  act  of  October  3,  1913,  uiere  to  be  used  as  distilling  mate- 
rial, where  the  brewery  premises  and  the  industrial  distillery  premises  are  separate 
and  distinct,  and  for  wnich  requisite  notices  and  bonds  shall  have  been  given; 
must  be  complete  sex)aration  by  substantial  unbroken  partitions  between  brewor>' 
and  distillery  from  cellar  to  roof  where  they  arc  in  same  building  or  separate  build- 
ings immediately  adjoining.     (T.  D.  2564;  Oct.  26,  1917.) 

Formulas. 

Formula,  designated  as  No.  23,  for  special  deoaturatioa  of  alcohol  to  be  used  in 
manufacture  of  liniment,  stated;  foamula  not  to  be  used  in  central  denaturing 
bonded  warehouses  or  distillery  denaturing  bonded  warehouses,  but  use  authorized 
for  denatnration  of  alcohol  in  central  distilling  and  denaturing  plants;  permission 
required  to  use  special  denatumnt  in  any  central  distilling  ana  daBitining  plant, 
as  provided  in  articles  2  and  19,  of  supplement  No.  2  to  Jlegulations  30.  (T.  D. 
2379;  Oct.  6,  1916.) 

Formula  lor  special  denatuxution  of  alcohol  to  be  used  in  manufacture  of  phenace- 
tin,  stated ;  it  is  imderstood  that  no  nart  ol  alcohol  remains  in  finished  f^roduct  which 
must  meet  specifications  of  Unilea  States  Pharmacopoeia,  and  that  formula  is  to 
be  used  in  completed  process  for  manufacture  of  phenacetin  and  not  merely  for 
any  one  stage,  and  that  process  is  to  be  closed  and  continuous.  (T.  D.  2381;  Oct. 
16.  1916.) 

Formula,  designated  as  No.  25,  approved  for  special  denaturation  of  alcohol  to 
bo  used  exclusively  in  manufacture  of  tincture  of  iodine;  formula  not  to  be  used 
in  central  denaturmg  bonded  warehouses  or  distillery  denaturing  bonded  ware- 
houses, but  use  autliorizod  for  denaturaticm  of  alcohol  in  central  distilling  and 
denaturing  phmte.    (T.  D.  2413;  Doc.  11, 1916.) 

Formula,  designated  as  No.  26,  for  special  denaturation  of  alcohol  to  be  used 
exclusively  in  the  manufacture  of  ethylaniline  and  cliethylaniline  stated;  officers 
instructed  to  exercise  great  caution  in  recommending  granting  of  permits  for  use 
of  such  denaturant;  application  must  be  accompanied  b^r  blue  print  or  drawing  of 
premises,  san^  to  be  auly  sworn  to,  and  detailed  description  of  process.  (T.  D. 
2430;  Jan.  2,  1917.) 

Alcohol  denatured  according  to  stated  formula  may  be  used  m  the  manufacture 
of  soap  liniment  (U.  S.  P.),  chloroform  liniment  (TJ.  S.  P.),  liniment  of  soft  soap, 
and  green  soap  when  manufactured  in  accordance  with  standards  of  United  States 
Pharmacopoeia  with  exception  that  products  will  contain  camphor  and  rosemary ; 
denaturant  may  be  used  only  in  central  denaturing  and  distilling  plant  of  indus- 
trial character  as  established  under  subsection  2,  or  paragraph  N,  of  section  4,  of 
the  act  of  October  3,  1913,  and  supplement  No.  2  to  Regulations  No.  30;  samples 
of  liniment  of  soft  soap  and  green  soap  required  to  be  submitted  together  with 
formula,  before  bond  is  approved;  permission  for  use  of  special  denaturents  must 
be  obtained.    (T.  D.  2465;  Mar.  24,  1917.) 

Use  of  formula  6-b,  containing  pyridine  as  a  denaturant,  extended  temponirily 
for  those  purposes  for  wliich  special  formula  No.  17  has  heretofore  been  authorized, 
and  restriction  in  respect  to  operating  in  connection  with  distillery  or  central  de- 
naturing bonded  warehouse  temp^vanly  removed.    (T.  D.  24S4;  Apr.  21,  1917.) 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  gasoline  substitute  in  Hawaii  authorized  for  use  by  any  quali- 
fied denatuier.    (T.  D.  2528;  Oct.  3,  1917.) 

Formula  No.  31,  for  specisd  denaturation  of  alcohol  to  be  used  in  the  manufacture 
of  tooth  X)a8t€,  stated;  samples  of  finished  product,  together  with  formula  of  in- 
gredients, labels,  advertising  matter,  etc.,  required  to  be  furnished;  this  data 
should  be  accompanied  by  full  description  of  process  of  manufacture  and  a  blue 
print  or  pencil  drawing  showing  location  of  room  or  rooms  in  which  denatured 
alcohol  is  to  bo  used.    (T.  D.  2819;  Apr.  10, 1919.) 

Formula  3A,  for  special  denaturation  of  alcohol  for  use  in  the  manufacture  of 
trensparentsoap,  modified.     (T.  D.  2820;  Apr.  10,  1919.) 

Formula  No.  32,  for  denaturation  of  alcohol  for  use  in  manufacture  of  "Ethylene, ' ' 
stated;  formula  niay  only  be  used  in  process  which  is  closed  and  continuous  and 
which  will  completely  destroy  the  alcoliol  as  such.     (T.  D.  2863;  June  14,  1919.) 


Digitized  by  VjOOQIC 


IXiCQHQL.  ^ 

Denatured  alcohol — Continued. 
Formulas — Continued. 

Fonaula  2io,  4,  for  coin|]lGte  dfioatuiatian  of  alookoL,  aUted;  Ixeozel  -submitted 
required  to  can  form  to  specifications  ^at  out.    {T.  D.  2853;  June  3,  1919.) 

FoEBUila  3IA.,  ior  tibe^denatiizaitien  ei  Aloehei  for  vae  in  £be  isamladaHse  of  tooth 
piiBte,«ti.tod.    .(T.  D.  2SSi;  Jime  7,  iftlfiL) 

iToRsnaia  Nd.  90,  for  qmcnl  danaltttrartiaB  of  alce^l  -to  ^  used  exel«m'ely  as 
reagent  lor  joudytiGnL  SDid  ^estiiiff  fniriwseB  t)y  dbemiGed  and  pfaTAcal  laboratOTies, 
stated ;  aloobol  ^o  jdeofltmed  -sfaall  not  t>e  TedisitiOed  or  pmUiea  to  'sse,  aztd  is  not  to 
late  -recoreffed  ior  Toine;  use  >ei  ika  lormaila  ml^  ii9t  oe  p€rB2itted  ufrtil  intended 
use  and  metiiod  nrf  ils  use  is  svtMtctoiily  set  lerth  in  Sfponcadon  ^ed ;  laboratories 
required  to  qualify,  keep  records,  and  comply  with  reguiotioBB,  as  incase -of  masiu- 
facturers  using  specially  denatured  alcohol.    (T.  D.  2793;  Feb.  20,  1919.) 

Formula  No.  29,  for  denaturation  of  alcohol  for  use  imnanufacture  of  glacial  acetic 
ficid,  stated^  sketckes  oi  xoutu^  of  ^i^eokdl  and  tlie  closed  aasd  oontukaens  nioeflss,  as 
weH  .as  detaiJied  descn^tioii,  uust  aooem^sny  apf^icatiui  for  vfle  of  suda  ioniKiila. 
(T.  D.  2738;  Se^.  20, 19L8.) 

Iiab«ftB. 

Labels  on  denatured  alcohol  packages  required  to  have  printed  thereon  in  large 
letters  the  word  "Poison"  and  the  following  statement:  "OaBapletely  denaturad 
alcohol  is  a  violent  poison.  It  can  not  be  applied  externally  to  human  or  animal 
iissne  without  serioimy  injarioufl  Tesuhs.  It  can  not  he  taA^  internally  without 
isduciaig  bitodaess  and  general  ifhysiottl  decay,  lAtimately  resuMng  in  ^a^." 
(T.  D.  2914;  Aug.  30, 1919.) 

Losses. 

IVudcsand  tank  x:ars  med  in  shipment  of  alcohol  to  denaturing  bonded  warehouses 
Tcqmred  to  he  secured  wifh  certain  seal  locks,  and  vente  or  xemo\'a;ble  portions  of 
ear  noteo looked  mrart he-wired  and  sealed  with  *'  Tyden  "  a^ols,  consecutively  num- 
hered,  etc. ;  certSficfrtes  and  monfthly  reports  of  gaugerg;  aiBcessary  that  locks  and 
seals  be  intact  in  order  to  secure  allowance  for  losses  in  transit.  (T.  D.  2746;  July 
10,  IffM,) 

Sotor  fuel. 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  gasoline  substitute  in  Hawasi  tndhomed  iar  mae  hy  -way 
quaUfied  denatuner.    (T,  B.  2528;  Oct.  3,  19L7.) 

Formula  No.  28^  for  i$)ecial  denatuzation  of  alcohol  for  use  in  mamrfftctuse  of 
motor  iual,  stated.;  f  ommla  authorized  to  be  used  eKchi£d^wl^  in  manufacture  of 
motor  fuelhy  a  closed  and  continuous  process,  in  oennection  with  acentral  denatur- 
ating  bonded  warehouse;  analytical  requirements;  process  after  denaturation; 
samples  of  "finished  product  to  he  iumiBhBd|  application  for  use  of  denaturant  to  bo 
accompanied  hy  bine  prints  and  "full  description  of  process  and  premises.  (T.  D. 
•2769;  Nov.  4,  Wl«.) 

Plates  attached  to  drums. 

Use  of  load  plates  attached  to  drums  containing  denatured  alcohol -of  not  lese  than 
one-iourth  of  an  inch  in  thickaesa,  instead  of  thiee-eighths  .of  iua  inch,  j»  provided 
in  T-  D.  1310,  auUiorized.    (T.  D.  -2751;  Aii«.  14,  1916.) 

"■  ■     3P<u*te  jftioo  SBBports. 

TOiere  alct^ol  of  not  less  ihan  ISO®  piroof  is  brought  from  Porto  Kico  for  denatura- 
tion, same  may  he  transferred  to  any  central  denaturing  bonded  warehouse  free 
of  tax,  upon  fifing  stated  bond,  which  is  to  be  given  in  duplicate  by  warehouse  nro- 
jsrietar,  idfh  surdies  satisfactory  to  collector  and  in  penal  sum  of  not  less  fiban 
Isiple  the  amount  of  tax,  and  in  no  case  leas  .than  |5,000,  one  cony  of  bond  to  be 
retained  by  collector,  and  one  copy  with  his  approval  indorsed  tnereon  to  he  for- 
warded to  Commissioner  of  Internal  Revenue;  instructions  as  to  amplication  for 
transfer  of  alcohol;  alcohol  transferred  will,  upon  arrival,  be  carefmly  inspected 
.and  sepaetod,  cm  memikfiy  statencMBit  CFaniL.57S) ;  such  alociisil  wiE  he  denstiired  and 
acooutttod  lor  in  sascke  masmer  as  other  alcflhol  reeeiA^  for  like  ^oarpmes.  (T.  D. 
25>76;  !&i«v.  ^  1917..)  This  deoaian  imppHeB  to  .-alaohol  pi^duaed  m  rcrk)  i&ico  on 
«r  alter  Ootol»6r  1,  1917^  only;  'deciaion  iadJaer  saodifiad  so.as  io  perofft  giving  of 
hand  iin  ipei&l  sum  of  laslt  less  than  actoal  n/moniit  of  tax  nt  rate  of  $2.20  per  proof 
^Isa,  and  in  no  caseleas  ithan  $5,€00,  exoe|>t  tiouat  inicaae  of  .alcohol  withdiaiwn  hy 
scientific  or  educational  institution  under  section  3297,  Revised  Bfcatutoe,  hond 
shall  bo  for  penal  sum  of  not  less  than  double  amount  of  tax  at  rate  of  $2.20  per 
callon.    (T  d;  2641;  Jan.  28. 1918.) 
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Denatured  alcohol — Continued. 

Soap  liniment,  etc. 

Alcohol  denatured  according  to  stated  formula  may  be  used  in  the  manufacture 
of  Boap  liniment  (\J.  S.  P.),  chloroform  liniment  (U.  S.  P.),  liniment  of  soft  soap, 
and  green  soap  wnen  manufactured  in  accordance  with  standards  of  United  States 
Phannacopoeia  with  exception  that  products  will  contain  camphor  and  rosemary; 
denaturant  may  be  used  only  in  central  denaturing  and  distilling  plant  of  indus- 
trial character  as  established  under  subsection  2  of  pan^;rai>h  N,  of  section  4,  of  the 
act  of  October  3,  1913,  and  supplement  No.  2  to  Kegulations  No.  30;  samples  of 
liniment  of  soft  soap  and  green  soap  required  to  be  submitted  together  with  formula, 
before  bond  is  approved;  perndssion  for  use  of  special  denaturants  must  be  obtained. 
(T.  D.  2465;  Mar.  24, 1917.) 

Spirits  recovered  from  empty  packages. 

Spirits  recovered  from  empty  spirit  packages  by  steaming,  hot  water,  or  other 
processes,  at  central  distilling  and  denaturing  plants  established  under  act  of  Octo- 
ber 3,  1913,  to  be  denatured  on  the  distillery  premises,  as  provided  in  regulations 
No.  30,  and  supplement  No.  2  made  in  pursuance  thereof.  (T.  D.  2565;  Oct.  27, 
1917.) 

Sulphuric  add. 

Storekeepers  at  denaturing  bonded  warehouses  directed  to  accept,  for  denaturing 
purposes,  sulphuric  acid  of  a  specific  gravity  of  1.83.    (T.  D.  2658;  Feb.  28,  1918.) 

Tincture  of  iodine. 

Formula,  desi^ated  as  No.  25,  approved  for  special  denaturation  of  alcohol 
to  be  used  exclusively  in  manufacture  of  tincture  of  iodine;  formula  not  to  be  used 
in  central  denaturing  bonded  warehouses  or  distillery  denaturing  bonded  ware- 
houses, but  use  authorized  for  denaturation  of  alcohol  in  central  distilling  and 
denaturing  plants.    (T.  D.  2413;  Dec.  11,  1916.) 

Use  of  alcohol  denatured  in  conformity  with  formula  25  in  the  manufacture  of  a 
"  per  cent  tincture  of  iodine  without  the  addition  of  potassium  iodide  assented  to. 

■  ''   2527;  Sept.  28,  1917.) 


3i  per 
(T.  D. 


— —  Withdrawal  of  alcohol. 

Regulations  of  October  26,  1917,  relative  to  sale  and  use  of  distilled  spirits  for 
other  than  beverage  purposes  under  the  acts  of  August  10,  1917,  and  October  3, 
1917,  do  not  apply  to  alcohol  withdrawn  for  denaturation.  (T.  D.  2559;  Oct.  26, 
1917.    T.  D.  2788;  Feb.  6, 1919.) 

Instructions  with  reference  to  withdrawal  of  alcohol  for  use  in  central  dena- 
turing warehouses  from  different  distilleries  under  one  bond;  requisites  of  bond; 
permit;  application  for  regauge  and  withdrawal;  order;  storekeeper's  duties;  cer- 
tificate of  ganger.    (T.  D.  2630;  Jan.  17,  1918.) 

Distilled  spirits. 

Distillers  producing  alcohol  exclusively  for  other  than  beverage  purposes  may 
operate  on  Sundays,  and  collectors  may  require  storekeeper-augers  and  store- 
keeper-gangers in  capacity  of  gangers  to  remain  on  duty;  notation  to  be  made  on 
vouchers  for  monthly  compensation  to  effect  that  distilleries  were  in  operation 
under  provisions  of  section  302  of  act  of  October  3,  1917;  distillers  manufacturing 
ethyl  ucohol  for  nonbeverage  purposes  exclusively  may  be  granted  permission  to 
fill  fermenting  tubs  in  sweetmash  distillery  not  oftener  than  every  48  hours;  upon 
receipt  of  notice  on  Form  27A  from  such  a  distiller,  collector  to  make  survey  of 
distillery.    (T.  D.  2636;  Jan.  24,  1918.) 

Exports— Drawback. 

Where  alcohol  is  exported  in  its  natural  condition^  drawback  thereon  allowed 
only  when  alcohol  is  exported  in  the  distillers'  original  casks  or  packages,  and 
allowance  is  limited  by  section  3329,  Revised  Statutes,  to  90  cents  per  prooi  gallon ; 
where  the  alcohol  is  used  in  manufacture  of  flavoring  extracts,  medicinal  or  toilet 
preparations  for  export,  the  drawback  should  incluoe  both  tax  of  $1.10  per  proof 
gallon,  and  additional  tax  paid  thereon,  under  act  of  October  3, 1917.  (T.  D.  257^; 
Oct.  24,  1917.) 
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Exports-— jContinued . 
Tanks  or  tank  cars. 

Wh.en  alcohol  or  other  distilled  ^irits  are  to  be  withdrawn  from  distillery  bosdod 
warehouse  free  of  tax  for  export  in  tanks  or  tank  cars,  metal  stoiaeie  tanks  must 
be  provided  in  such  warehouse  to  be  constructed  and  arranged  wi&  proper  pipe 
connections  and  suitable  weighing  tanks,  as  prescribed  in  R^ulations  No.  30; 
when  withdrawals  are  to  be  made  direct  from  receiving  cisterns  into  tanks  or  tank  cars, 
storage  tanks  need  not  be  provided  in  such  warehouse,  in  which  case  the  weighing 
tanks  will  be  located  in  the  distillery  cistern  room.    (T.  D.  2368;  Sept.  11,  1916.) 

Applications  for  withdrawal  of  alcohol  or  other  distilled  spirits  for  exportation 
in  tanks  or  tank  cara,  and  bonds  covering  tax  on  spirits  to  be  withdrawn,  will  be 
same  as  for  spirits  contained  in  original  packages,  except  that  in  distributing  the 
spirits  the  serial  number  of  the  storage  tank  will  be  given,  or  if  withdrawal  is  to  be 
made  direct  from  receiving  cistern,  application  and  bond  will  so  state.  (T.  D. 
2368;  Sept.  11, 1916.) 

Each  tank  or  tank  car  will  be  regarded  as  an  original  package,  and  an  export 
stamp,  to  be  procured  by  the  shipper,  will  be  affixed  to  each  such  tank  or  tank  car. 
(T.  D.  2368;  Sept.  11,  1916.) 

Bonded  carriers  to  which  shipments  of  spirits  in  tanks  or  tank  cars  are  delivered 
for  transportation  for  export  required  to  procure  certain  seals  for  securing  cars  for 
use  until  such  time  as  Commissioner  of  Internal  Revenue  may  adopt  a 'suitable 
seal;  ordering,  numbering,  and  affixing  of  setds;  duty  of  collector  of  customs  where 
seals  are  found  to  be  intact  at  frontier  point;  duties  of  customs  inspector  where  seals 
are  found  to  be  broken  or  tampered  with.    (T.  D.  2368;  Sept.  11,  1916.) 

Exportation  of  alcohol  or  other  distilled  spirits  in  tanks  or  tank  cars  restricted 
to  shipments  by  railroad  destined  for  points  in  contiguous  foreign  territory.  (T.  D. 
2368;  Sept.  11,  1916.) 

Alcohol  or  other  distilled  spirits  of  not  less  than  180^  proof  may  be  drawn  from 
receiving  cisterns  at  any  distillery  or  from  storage  tanks  in  distillery  warehouse 
into  tanks  or  tank  cars  for  export  from  United  States.    (T.  D.  2368;  Sept.  11,  1916.) 

Monthlv  report  of  spirits  withdrawn  from  receiving  cistenis  required  to  be  made 
on  supplemental  Form  94A;  contents.    (T.  D.  2368;  Sept.  11,  1916.) 

Extracts. 

See  "Extracts." 

Any  domestic  wines  may  be  use<l  in  manufacture  of  liqueurs,  cordials,  and  similar 
compounds,  provided  no  distilled  spirits  are  added;  prohibition  a^nst  mixing 
of  distilled  spirits  with  wines  does  not  apply  to  limited  use  of  alcohol  in  making  of 
fluid  extracts  from  herbs  which  may  be  used  in  manufacture  of  cordials;  quantity 
or  percentage  of  alcohol  permitted  in  preparation  of  such  extracts  for  manufacture 
of  cordials  must  in  all  cases  conform  to  United  States  Pharmacopoeia.  (T.  D.  2387; 
Oct.  30,  1916.) 

Alcohol  tax  paid  at  rate  of  $2.20  per  gallon,  whether  produced  from  materials 
fermented  before  or  after  September  9,  1917,  may  be  used  in  manufacture  of  bona 
fide  flavoring  extracts,  which  themselves  are  not  fit  for  beverage  purposes;  siich 
flavoring  extracts  may  be  subsequently  used  for  flavoring  beverages  wnether  alco- 
holic or  not.    (T.  D.  2567;  Oct.  30,  1917.) 

Alcohol  which  can  not  legally  be  tised  for  beverage  purposes  may  be  used  in 
mamifacture  of  flavoring  extracts.    (T.  D.  2598;  Nov.  24,  1917.) 

Manufacturers  of  alcoholic  preparations  which  it  is  possible  to  tise  internally, 
such  as  flavoring  extracts,  must,  wherever  standard  process  of  manufacture  is  pre- 
Boribed  bv  Secretary  of  Agriailture,  use  such  process.  (T.  D.  2699;  Apr.  16,  1918. 
T.  D.  2788;  Feb.  6,  1919.) 

Manufacturers  of  flavoring  extracts  who  do  not  pay  special  tax  must  comply 
with  standards  prescribed  by  Secretary  of  Agriculture;  if  no  standard  has  been 
prescribed,  liability  to  special  tax  will  be  regarded  as  incurred  on  account  of  manu- 
facture of  flavoring  extracts,  as  well  as  oi  essences,  soft  drinks,  sirups,  etc.,  if 
finidlied  product  contains  more  alcohol  than  is  necessary  to  cut  the  oils  or  extract 
the  desired  active  principles  and  hold  them  in  solution.    (T.  D.  2760;  Oct.  9, 1918.) 

Where  any  preparation  containing  more  than  one-half  of  1  per  cent  of  alcohol 
by  volume,  whether  sold  as  medicine  or  flavoring  extract  or  in  any  other  manner, 
does  not  conform  to  re(^uired  standard,  liability  will  be  asserted  to  tax  at  bevero^ 
rate  on  alcohol  used;  similar  Action  will  be  taken  in  case  of  preparation  made  in 
conformity  with  such  standard  if  sold  by  a  manufacturer  for  beverage  purposes. 
(T.  D.  2760;  Oct.  9,  1918.) 
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Extracts— Continued . 

Use  of  alcohol  by  manufacturing  chemlste  or  flavoriag  exfacact  mawufarturem 
recovered  from  dregs  or  marc  of  percolation  or  extraction  in  any  other  manner 
than  that  prescribed  by  section  3246,  Revised  Statutes,  as  amended  by  act  March 
3,  1915,  without  payment  of  special  tax,  wiH  not  be  permitted.  (T.  D.  2760; 
Oct,  9,  1918.) 

Fermented  malt  liquors. 

Alcoholic  content  of  fermented  malt  liquor  produced  in  United  States  (except 
ale  and  porter)  must  in  no  case  exceed  2}  per  cent  of  alcohol  by  weight.  (T.  D. 
2618;  Dec.  21,  1917.) 

All  so-called  malt  tonics  and  malt  extracts  containing  in  exoess  of  2  per  cent  of 
alcohol  by  volume  and  not  containing  at  least  12  per  cent  of  solids  due  to  malt  are 
properly  dassed  as  fermented  malt  Uquois,  and  ail  existing  provisions  of  internal- 
revemie  law  and  regulations  relating  to  fermented  malt  liquors,  including  sections 
of  law  imposing  special  tax  on  account  of  sale  thereof,  are  applicable  to  such  prepara- 
tions,   (t.  D.  2717;  May  28,  1918.) 

Executive  order,  dated  September  16, 1918,  and  regulations  promulgated  by  tRo 
President  under  date  of  September  30,  1918,  covering  production  of  malt  Uquors 
and  the  alcholic  content  thereof,  published  for  information  of  revenue  officers  and 
others  concerned.    (T.  D.  2768;  Nov.  2, 1918.) 

Floor  tttx. 

Alcohol  held  on  October  3,  1917,  by  manufacturers  of  proprietary  medicines  for 
use  in  manufacture  of  medicines  is  subject  to  floor  tax,  unless  on  day  act  of  October 
3,  1917,  took  effect  it  was  in  process  of  manufacture  and  had  been  rendered  unfit 
for  beverage  purposes.     (T.  D.  2547;  Oct.  22,  1917.) 

Pofrtj^cat&on  of  wiAe. 

Dry  wines,  when  sweetened,  may  be  fortified  only  by  the  producer  and  on  the 
premises  where  actually  made;  tax-paid  grain  or  other  ethyl  alcohol  may  be  UBad 
m  fortifymg  any  sweet  wines.    (T.  D.  2387;  Oct.  30,  1916.) 

Nonalcoholic  beverages. 

See ''Beverages." 

l^onbeverage  alcohol. 

All  persons  purchasing  nonbeverage  alcohol  for  use  in  manufacturing  processes 
must  obtain  permit,  give  required  bond,  and  otherwise  cosnply  with  regulaUons 
pertaining  to  sale  and  use  of  su  ch  alcoliol,  regardless  of  quantities  purchased .  (T .  D. 
257G;  Nov.  10,  1917.) 

So-called  nonbeverage  alcohol  taxable  at  rate  of  $2.20  per  proof  gallon  mustiiot 
be  dispensed  under  physidan  's  prescription,  unless  in  compounding  thereof  same 
is  so  medicated  as  to  render  it  absolutelv  unfit  for  use  as  a  beverage;  in  case  of  pro- 
scription compounding  druggist  will  be  held  responsible  as  to  sufficiency  of  me£ca- 
tion.    (T.  D.  2593;  Nov.  27,  1917.) 

Special  tax  must  be  paid  as  retail  or  wholesale  liquor  dealer  by  homeopathic 
pharmacist  covering  sale  of  nonbev^age  alcohol  and  dilutions.  (T.  D.  2699;  Apr. 
16,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Homeopathic  pharmacists  who  are  unwilling  to  take  out  permits  and  give  bonds 
required  ma^  purchase  and  use  nonbeverage  alcohol  produced  from  materials 
fermented  prior  to  11  o'clock  p.  m.,  September  8,  1917,  and  taxable  at  the  rate  of 
$3.20  per  proof  gallon.     (T.  D.  2699;  Apr.  16,  1918.) 

£v(^y  physician  or  other  person  desiring  to  purchase  or  use  homeopathic  attenua- 
tions, potencies,  or  dilutions,  or  mmbeverage  alcohol  for  maJkin^  same,  must  qualify 
by  filing  bond  ami  obtaining  permit,  except  tliat  homeopathic  physician  or  any 
other  person  may  obtain  from  pharmacist  not  exceeding  2  drachms  of  any  attenua- 
tkm,  etc.,  at  one  time  without  filiiig  bond  and  obtaining  permit;  physidsn  may 
dispense  such  attenuations,  etc.,  in  quantities  ordinarilv  prescribed  to  patients, 
and  such  patients  need  not  file  bonds  or  hold  permits.     (T.  I).  2699;  Apr.  X6, 1918.) 

Manufacturers  of  Jamaica  ginger  will  not  be  issued  permits  coverin^g  use  of  non- 
beverage aloohol  in  manufacture  thereof  unless  same  is  made  in  accordance  with 
process  prescribed  in  United  States  Pharmacopceia.  (T.  D.  2699;  Apr.  16«  1918. 
T.  D.  2788;  Feb.  8. 1919.) 
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Konbeverage  alcohol — Continued. 

Where  processes  other  than  those  prescribed  in  the  United  States  PharmaoopGcia 
and  by  the  Secretary  of  Apiculture  are  followed  and  right  to  use  nonbeverage  alcohol 
is  claimed,  manufacturer  will  furnish  in  duplicate  data  called  for  in  T.  D.  2576, 
as  in  case  of  alcoholic  medicinal  compounds  tor  internal  use  which  do  not  conform 
to  the  United  States  Hiarmacopoeia  or  National  Formulary;  samples  of  product 
will  be  required  when  doubt  exists  as  to  nonbeveragc  diaracter  of  same^  such  samples 
to  be  forwarded  by  express,  charges  prepaid  by  manufacturer,  to  Division  of  Chem- 
istry, office  of  Commissioner  of  Internal  Revenue.  (T.  D.  26^;  Apr.  16,  1918. 
T.  D.  2788;  Feb.  6, 1919.) 

Such  United  States  PharmacopoBia  or  National  Formulary  prejwirations  as  aro- 
matic elixirs,  tincture  of  aromatica,  and  similar  preparations,  which  are  uaed  by 
physicians  and  pharmacists  principally  as  vehicles,  and  which  are  potable,  ma^^r  be 
made  with  nonbeverage  alconol  and  sold  in  good  faith  for  legitimate  uses;  container 
to  bear  stated  label.  (T.  D.  2699;  Apr.  16, 1918.  T.  D.  27(M);  Oct.  9, 1918.  T.  D. 
2788;  Feb.  6, 1919.) 

Where  blanket  permits  for  sale  and  use  of  nonbeverage  alcohol  have  been  issued, 
ooUectors  will  have  complete  reexaminatioii  made  of  permits  and  where  loand  to 
cover  alcoholic  compounds  or  preparations  which  it  is  passible  to  use  internally,  su  ch 
as  flavoring  extracts,  they  will  have  thorough  investigation  made  and  obtam  data 
required  in  T.  D.  2576  and  T.  D.  2699;  defective  permits  must  be  corrected  and, 
where  eesential,  oopy  ol  permit  in  collector 'b  office,  as  well  as  copy  in  possession  of 
holder,  should  be  corrected  to  show  exact  use  to  which  alcohoi  is  to  be  put.  (T.  D. 
2699;  Apr.  16,  1918.) 

Homeopathic  pharmacists  in  order  to  obtain  and  use  nonbeverage  alcohol  in 
mamifacture  of  potencies,  attenuations,  or  dilutions,  or  sell  the  same,  required  to 
make  implication  and  obtain  permit  and  i^ve  bond  in  same  manner  as  any  other 
user  or  dealer  in  mmbevertBge  alcohol  (see  T.  D.  2569  and  T.  D.  2576);  such  pnarma- 
casts  in  ord^  to  obtain  and  use  nonbeverage  alcohol  must  under  any  circtmi- 
atances  qualifv  by  filing  bond  and  obtaining  permit  regardless  of  manufacture  and 
sale  of  the  dilutions.    (T.  D.  2699;  Apr.  16,  1918.) 

Persons  who  use  nonbeverage  alcohol  must  first  comply  with  preliminary  reauire- 
monts  of  laws  pertaining  to  same  and  regulations  issuea  in  pursuance  thereoi ;  use 
of  nonbevcn^Q>e  alcohol  for  manufacture  of  medicinal  preparations,  flavoring  extracts, 
etc.,  is  pezfDitted  only  imder  same  conditions  and  sul^ct  to  same  restrictions  as 
go\'€rn  manufacture  uid  sale  of  same  preparations  '^vithout  payment  of  special  tax. 
(T.  D.  27«a;  Oct.  9,  1918.) 

Apothecaries  will  not  be  charged  with  liability  to  special  tax  on  account  of  sale 
in  quantities  not  exceeding  1  pint  of  alcohol  for  bathing  or  antiseptic  purposes, 
providing  it  is  compounded  prior  to  sale,  but  not  in  bulk  or  in  advance  of  orders, 
m  such  manner  as  to  make  it  unfit  for  use  as  beverage;  approved  formulas  for  purpose 
of  rendering  aloohol  unfit  for  beverage  stated;  containers  d  alcohol  treated  m  such 
manner  must  liear  ''poison"  labels.    (T.  D.  2760;  Oct.  9,  1918.) 

When  it  is  desired  to  use  nonbeverage  alcohol  in  making  flavoring  extract  for 
which  no  specific  standard  or  process  hae  been  prescribed  by  Secretary  of  Agricul- 
ture, manufacturer  must  furnish,  in  duplicate,  data  required  by  T.  D.  2576  with 
respect  to  alcoholic  medicinal  compounds  not  conforming  to  U.  S.  P.  or  N.  F.; 
sampisB  of  ptoduct  will  be  required  when  doubt  exists  as  to  nonbeverage  character 
of  same,  which  samples  will  he  forwarded  by  express,  charges  prepcdd,  to  Division 
of  Ohemktrv,  Office  of  the  Commissioner  of  Int^nal  Revenue.  (T.  D.  2760;  Oct. 
9,  19180 

Shipments  into  *'dry"  territory. 

Instruction  to  revenue  officers  as  to  duties  in  connection  with  shipmente  in  wla- 
tion  of  section  240  of  the  Criminal  Code;  description;  baggage;  interstate  ahiproents; 
seizures;  reports.    (T.  D.  2437;  Jan.  19, 1917.) 

Winaa. 

Wines  containing  moro  than  24  per  cent  of  absolute  alcohol,  being  classed  as 
distilled  spirits  by  paragn^h  (a),  section  402,  act  September  8,  1916,  production  of 
same  for  beverage  purposes  is  prohibited  by  act  August  10, 1917,  section  15.  (T.  D. 
2748;  July  17, 1918.) 

Withdrawal— C«ixtral  de&aturizig  warehonaea. 

InatimctiQM  with  refei^ico  to  withdrawal  of  alcohol  for  use  in  central  denaturing 
waiehouaee  from  different  diatilleriet  under  one  bond;  requisites  of  Ixnid;  permit; 
appiicatieii  lor  regiage  and  withdrawal;  order;  stoiekee|)er'8  duties;  certufcato  of 
ganger.    (T.  D.  2630;  Jan.  17,  1918.) 
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Withdrawal — Conti  nued . 

Hospital  purposes. 

Alcohol  may  be  withdrawn  free  of  tax  under  act  of  May  3,  1878,  a«  amended  by 
act  of  July  8,  1916,  for  use  in  surgical  opKerations  and  treatment  of  patienta,  and 
alcrohol  BO  withdrawn  by  hospitals  and  sanitariums  may  be  used,  even  thoueh  they 
maintain  no  educational  facilities;  provided,  however,  that  alcohol  so  witndrawn 
shall  not  be  used  as  a  beverage  nor  in  any  way  for  the  manufacture  or  compounding 
of  a  beverage  for  use  in  any  such  institution  or  elsewhere;  privily  of  withdrawal 
will  not  be  extended  to  any  institution  conducted  directly  or  indirectly  for  profit 
or  from  operations  of  which  an^r  profit,  other  than  fair  and  reasonable  compensation 
for  services  performed,  is  derived  by  any  stockholder,  officer,  or  other  person; 
withdrawals  must  be  according  to  method  and  subject  to  restrictions  imposed  by 
T.  D.  2496.     (T.  D.  2745;  July  5, 1918.) 

Scientiiic  purposes^-Application. 

In  order  to  withdraw  alcohol  for  scientific  purposes,  applicant  must  present  to 
collector  of  internal  revenue  application  to  Secretary  of  Treasury  for  permit  to 
withdraw  the  same;  form  and  contents  of  application;  evidence  as  to  nature  of 
institution;  quantity  of  alcohol  applied  for.    (T.  D.  2496;  May  31,  1917.) 

Bond. 

Applicant  for  permit  to  withdraw  alcohol  mtist  execute  bond  in  duplicate,  signed 
by  himself,  with  two  or  more  sureties;  form;  who  required  to  sign  bond;  attestation 
and  seal.    (T.  D.  2496;  May  31,  1917.) 

"Chemical laboratory"  defined. 

The  term  *' chemical  laboratory','*  as  used  in  section  3297,  Re%d8ed  Statutes,  in- 
cludes any  allied  laboratory,  such  as  phvsical  or  electrical  laboratory,  belonging 
to  such  institution  or  college  in  which  tne  alcohol  withdrawn  from  bond  is  used 
purely  for  scientific  purposes.    (T.  D.  1971;  Apr.  20, 1914.    T.  D.  2496;  May  31, 1917.) 

Credit  on  bond  account. 

Storekeeper  at  bonded  warehouse  required  to  transmit  duplicate  permit  to  col- 
lector who  will  take  credit  for  all  S|>irit6  withdrawn,  on  the  proper  line  of  his  bonded 
account  (Form  94a)  for  month  during  which  such  withdrawal  is  made,  and  he  will 
make  proper  entry  on  inside  page  of  such  account  as  to  quantity  covered  by  each 
permit,  and  will  forward  each  of  the  duplicate  permits  with  his  bonded  account 
as  vouchers  for  such  entry;  alcohol  withdrawn  is  subject  to  reeauge,  but  request 
for  refuge  on  modified  Form  179  must  be  filed.    (T.  D.  2496;  May  31,  1917.) 

— Distilled  spirits  regxilations. 

Regtilations  of  October  26,  1917,  relative  to  sale  and  use  of  distilled  spirits  for 
(iher  than  beverage  purposes  under  acts  of  August  10,  1917,  and  October  3,  1917, 
do  not  apply  to  alcohol  withdrawn  for  scientific  purposes  under  section*  3297, 
Revised  Statutes.     (T.  D.  2559;  Oct.  26, 1917.    T.  D.  2788;  Feb.  6, 1919.) 

— Institutions  privileged. 

Privilege  of  withdrawing  alcohol  in  bond  for  scientific  purposes  applies  to  all 
institutions  of  learning  created  and  constituted  as  such  under  any  State  or  Terri- 
torial law,  and  to  hospitals  similarly  created,  and  having  connected  therewith  a 
training  school  for  nurses,  or  where  clinical  lectures  are  delivered.  (T.  D.  2496; 
May  31,  1917.) 

Permit. 

Upon  receipt  by  the  Commissioner  of  Internal  Revenue  of  application  to  with- 
draw alcohol  an  original  and  duplicate  permit  will  be  issued,  original  to  be  forwarded 
to  collector  of  internal  revenue,  and  duplicate  to  be  transmitted  to  applicant,  who 
must  sign  receipt,  which  should  then  be  sent  to  the  distiller,  who  will  hand  it  to 
the  storekeeper  of  the  warehouse;  collector  will  notify  storekeeper  of  granting  of 
permit;  duty  of  storekeeper.    (T.  D.  2496;  May  31, 1917.) 

Proof  as  to  use. 

For  cancellation  of  bond,  or  for  the  purpose  of  obtaining  credit  on  such  bond, 
certificate  under  oath,  substantially  in  stated  form,  will  be  required  of  officer  of 
institution  under  whose  direction  alcohol  has  been  used,  such  certificate  to  be 
filed  with  collector  named  in  the  bond  and  by  him  forwarded  to  the  CommisBiocer 
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Withdrawal— Gontinucd . 

Sdentiflc  purposes — Continued. 

Proof  as  to  use — Continued. 

of  Internal  Revenue,  with  his  approval  indorsed  thereon;  where  principal  to 
bond  is  unable,  from  good  cause,  to  nirnish  required  proof  within  time  specified  in 
bisbond,  an  extension  not  exceeding  12  months  may  be  obtained  upon  application 
to  Commissioner  of  Internal  Revenue,  accompanied  by  consent  of  sureties.  (T.  D. 
2496;  May  31,  1917.) 


■  Purposes  of  use. 


Alcohol  may  not  be  used  outside  of  the  chemical  laboratory,  and  its  use  in  the 
laboratory  must  be  such  as  either,  to  secure  its  actiial  destruction  or  destroy  its 
identity,  and  must  not  be  sold  to  any  person  whatever;  in  order  that  alcohol  mav 
be  used  for  bathing  patients  or  in  suigical  operations,  it  must  be  first  mixed  with 
an  antiseptic  and  in  such  proportions  as  to  change  its  identity;  formula  for  anti- 
septic purposes  in  general.    (T.  D.  2496;  May  31,  1917.) 

Tanks  or  tank  cars. 

Regulations  concerning  removal  of  tax-paid  alcobol  in  tanks  or  tank  cars  from 
registered  distilleries  to  premises  of  rectifiers  of  spirits;  transfer  to  storage  tanks; 
reports;  labels;  bonds.    (T.  D.  2790;  Feb.  15,  1919.) 

ALCOHOLIC  COMPOT7NDS. 
Beverages. 

Only  alcohol  tax-paid  at  rate  of  $3.20  per  gallon  may  be  used  in  compounding 
Ca,uffman's  ginger  brandy  and  the  alcoholic  compounds  listed  in  T.  D.  2222  or 
passed  upon  subsequent  to  its  publication  (see  T.  D.  2544),  for  which  special  tax 
IS  reuuired  and  which  fail  to  measure  up  to  standard  set  forth  in  T.  D.  1843  as  to 
ao-cailed  medicinal  compound;  no  distilled  spirits  fermented  after  11  o'clock  p.  m. 
of  September  8, 1917,  may  be  used  in  their  manufacture;  a  tax  of  15  per  cent  per 
proof  gallon  will  be  required  on  all  compounds  in  possession  of  rectifier  on  Octooer 
4,  1917,  or  thereafter  produced,  and  additional  floor  tax  on  product  must  be  paid 
after  inventory  and  return  in  same  manner  as  floor  tax  on  distilled  spirits.  (T.  D. 
2536;  Oct.  13,  1917.) 

Alcoholic  medicinal  preparations  held  to  be  insufficiently  medicated  to  render 
them  unfit  for  use  as  a  beverage  listed.    (T.  D.  2544;  Oct.  19,  1917.) 

Special  tax  required  for  sale  of  preparations  insufficiently  medicated  to  render 
them  tmfit  for  use  as  a  beverage,  even  though  such  sales  are  for  medicinal  use. 
(T.  D.  2544;  Oct.  19,  1917.) 

Where  alcoholic  compound  is  listed  in  T.  D.  2222,  or  erubsequent  decisions  of 
similar  ptirport  (see  T.  D.  2544),  as  one  requiring  special  tax  for  its  manufacture 
and  sale,  permit  to  use  or  sell  or  to  use  and  sell  distilled  spirits  for  other  than  bever- 
age purposes  shall  not  be  issued.  (T.  D.  2559;  Oct.  26,  1917.  T.  D.  2788;  Feb. 
6,  1919.) 

Instmctions  with  reference  to  permit  to  make  United  States  Pharmacopoeia  or 
National  Formulary  products;  also,  with  reference  to  alcoholic  medicinal  com- 
pounds not  in  conformity  to  United  States  Pharmacopoeia  or  National  Formulary; 
statement  required  of  manufacturers;  demand  for  formula  and  process  by  which 
article  is  manufactured;  reference  of  matter  of  whether  compound  is  beverage  to 
Commissioner  of  Internal  Revenue,  (T.  D.  2576;  Nov.  10,  1917.  T.  D.  2788; 
Feb.  6,  1919.) 

Nonbeverage  alcohol  used. 

WTiere  processes  other  than  those  prescribed  in  the  United  States  Pharmaco- 
poeia and  Dv  the  Secretary  of  Agriculture  are  followed  and  right  to  use  nonbeverage 
alcohol  is  claimed,  manufacturer  will  furnish  in  duplicate  data  called  for  in  T.  D. 
2576,  as  in  case  of  alcoholic  medicinal  compounds  for  internal  use  which  do  not 
conform  to  the  United  States  Pharmacopoeia  or  National  Formulary;  samples  of 
product  will  be  required  when  doubt  exists  as  to  nonbeverage  character  of  same, 
such  samples  to  be  forwarded  by  express,  chaiges  prepaid  Dy  manufacturer,  to 
Division  of  Chemistry,  Office  of  Commissioner  of  Internal  Revenue.  (T.  D.  2699; 
Apr.  16, 1918.    T.  D.  2788;  Feb.  6, 1919.) 

Such  United  States  Pharmacopoeia  or  National  Formulary  preparations  as  aro- 
matic elixirs,  tincture  of  aromatica,  and  similar  preparations,  which  are  used  by 
physicians  and  pharmacists  principallv  as  vehicles,  and  which  are  potable,  may 
be  made  with  nonbeverage  alcohol  and  sold  in  good  faith  for  legitimate  uses;  con- 
tainer to  bear  stated  label    (T.  D.  2699;  Apr.  16, 1918.    T.  D.  2788;  Feb.  6, 1919.) 
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Nonbeverage  alcohol  used — Continued. 

Where  blanket  permits  for  sale  and  use  of  nonbeverage  alcohol  have  been  issued, 
collectors  will  have  complete  reexamination  made  of  permits,  and  where  found  to 
cover  alcoholic  compounds  or  preparatioofi  which  it  is  possible  to  use  internally, 
such  as  flavoring  extracts,  they  will  have  thorough  investigation  made  and  obtain 
data  required  in  T.  D.  2576  and  T.  D.  2699;  defective  permits  must  be  correctod. 
and  where  essential,  copy  of  permit  in  collector's  office  as  well  as  copy  in  possession 
of  holder,  should  be  corrected  to  show  exact  use  to  which  alcohol  is  to  be  put. 
(T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Manufacturers  of  alcoholic  preparations  which  it  is  possible  to  use  internally,  such 
as  flavoring  extracts,  must,  wherever  standard  process  of  manufacture  is  prescribe! 
by  Secretary  of  Agriculture,  use  such  process.  (T.  D.  2699;  Apr.  16, 1918.  T.  D. 
2788;  Feb.  6. 1919.) 

Manufacturers  of  Jamaica  ginger  will  not  be  issued  permits  covering  use  of  non- 
beverage alcohol  in  manufacture  thereof  unless  same  is  made  in  accordance  with 
process  prescribed  in  United  States  Pharmacopoeia.  (T.  D.  2699;  Apr.  16,  191S. 
T.  D.  2788;  Feb.  6, 1919.) 

Tax-paid  still  wines,  domestic  and  foreign,  and  tax-paid  distilled  spirits  may  be 
used  by  rectifiers  in  the  manufacture  of  vermuths,  liqueurs,  cordials,  and  similar 
compounds  of  fluid  extracts,  under  stated  conditions;  bond  given  by  rectifier; 
marKing  of  containers;  notice  and  records;  gauging  of  products  after  rectifica- 
tion; marking,  branding,  and  stamping  compounds.    (T.  D.  2403;  Nov.  29, 1916.) 

For  manufacturer  of  and  dealers  in  alcoholic  medicinal  compoimds  to  be  exempt 
from  special  tax  under  section  3246,  Revised  Statutes,  preparation  must  oootam 
no  more  alcohol  than  is  neceasary  for  legitimate  purposes  of  extraction,  solution  or 
pMrescrvatioD,  and  as  a  minimum  dosage  each  liquid  ounce  of  completed  prepara- 
tion must  carry  in  it  approximately  an  average  dose  for  adult  of  some  drug  or  arugs 
of  recognized  therapeutic  value,  either  singly  or  in  compatible  combination. 
(T.  D.  2760;  Oct.  9,  1918.    T.  D.  2767;  Nov.  2,  1918.) 

Manufacturer  can  not  escape  liability  to  special  tax  by  showing  tbat  given  quan- 
tity of  drugs  was  used;  burden  is  on  lum  to  see  that  finished  product  does,  in  fact, 
conform  to  prescribed  standard,  and  statements  that  ingrecuents  of  low  quality 
were  inadvertently  used  or  tbat  full  strength  was  through  some  defect  in  process 
of  manufacture  not  extracted,  will  not  be  accei)ted  as  suflScient  to  rdieve  manu- 
facturer from  liability  in  case  preparation  is  insufficiently  medicated.  (T.-D. 
2760;  Oct.  9,  1918.) 

AlcohoUc  solutions  of  Jamaica  ginger  must  always  be  made  in  accordance  with 
the  process  and  comply  with  standards  of  the  IT.  S.  P.    (T.  D.  2760;  Oct.  9,  1918.) 

Persons  who  manufacture  or  deal  in  alcoholic  medicinal  preparations,  flavoring 
extrjxrts,  etc.,  even  though  made  in  accordance  with  standards  prescribed,  are 
only  relieved  from  special  tax  liability  so  long  as  they  make  sales  for  Ipgitimate 
purposes  only;  if  i>reparation  containing  more  than  one-half  of  1  per  cent  of 
alcohol  by  volume  is  sold  for  beverage  purposes  or  under  circumstances  warrantinff 
reasonable  belief  that  it  is  to  be  used  as  a  beverage,  liability  to  tax  will  be  assertea 
regardless  of  what  other  insredienta  preparation  may  contain.  (T.  D.  2760;  Oct. 
9,  1918.) 

Manufacturera  of  preparations  in  which  sole  medication  is  salt  of  iron  will  not, 
^ntli  certain  stated  exceptions,  be  considered  entitled  to  use  alcohol  without  paying 
special  tax;  use  of  alcohol  in  conformity  with  prescribed  standard  is  permitted  in 
compounding  preparations  containing  peptonate  of  iron  and  in  manufacture  of 
preparations  correspondina:  in  strengtn  of  iron  to  vinum  ferri  N.  F.;  inclusion  of 
fermentable  but  nonmedicinal  material  in  preparation  not  otherwise  requiring 
alcohol  will  not  be  regarded  as  sufficient  reason  for  uaing  it.  (T.  D.  2760;  Oct. 
9,  1918.) 

Preparations  such  as  aromatic  elixirs,  tincture  of  aromatica,  and  similar  prepara- 
tions used  by  physicians  and  pharmacists  principally  as  vehicles,  even  thouo^h 
I)otablc,  may  bo  sold  in  good  faith  for  leptimate  uses  without  pavment  of  special 
tax,  provided  thoy  are  made  in  conformity  with  U.  S.  P.  or  N .  F.  (T.  D.  2760; 
Oct.  9,  1918.) 

ALE. 

See  "Fermented  Liquors.** 

ALIENS. 
ExcesB  profits  tax. 

See  ''Excess  Profits  Tax.'' 
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Szcise  tax  on  boats. 

Boats  used  in  United  States  or  navigating  United  States  waten  ore  subject  to 
tax  imposed  by  section  603  of  act  October  3, 1917,  although  owned  by  nonresident 
aliens.    (T.  D.  2753;  Aug.  23,  1918.) 

Xhcome  taxes. 

See  **  Income  Taxes  (Corporationfl)." ;  **  Income  Taxes  (Indivldiials).'! 

ALIEN  PBOPEBTY  CUSTODIAN. 
Stamp  taxes  on  conveyances,  etc.,  by  and  to. 
See  "Stamp  Taxes." 

AIJMONY« 

Income  taxes. 

Alimony  or  allowance  based  on  separation  agreement  is  not  income  to  recipient 
thereof,  nor  is  it  an  allowable  deduction  for  the  person  paying  same.  (T.  D.  2690; 
art.  4.) 

ALL  THE  PEOCEEDS. 
Definition. 

The  term  ''all  die  pwxieeds,"  as  used  in  section  700  of  the  act  of  October  3, 1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.    (T.  D.  2681; 

Mar.  26,  1918.)  

ASIEKDHEKT. 
Betums — Income  taxes. 

Where  further  tax  is  found  to  be  due  as  zesult  of  addit  of  leturn  or  agent's  report, 
amended  return  or  waiver  will  not  be  lequifed,  except  where  discovery  of  tax  is 
made  subsequent  to  expiration  of  thuee-year  period  of  limitation.  <T.  D.  26.90; 
art.  38.) 

Where  corporation  discovers  expenses  or  liabilities  which  were  due  and 
playable  during  preceding  year,  it  may  make  amended  return  for  year  to  which 
such  expense  or  liability  applies,  include  such  expense  in  dednciione  of  that  year, 
and  file  claim  for  refund  for  any  taxes  overpaid  by  reason  of  failure  to  deduct  such 
expense  or  liability  in  original  letum  at  tnat  year.    (T.  D.  2690;  art.  128.) 

Though  Government  may  recover  unpaid  taxes  by  suit,  it  is  desirable  that  col- 
lection be  made  as  result  of  formal  assessment,  and  in  order  that  this  may  be  done, 
corporations  owing  additional  taxes  for  any  period  antedating  the  three-year  limi- 
tation should  file  amended  returns,  together  with  statemeni  formally  waiving  such 
limitation  and  consenting  to  assessment;  in  executing  such  amended  returns  or 
waivers,  corporations  forfeit  none  of  their  rights  under  the  law,  and  no  penalty  is 
incurred  which  might  not  otherwise  be  enforced  by  suit.    (T.  D.  2690;  art.  233.) 

if  corporatiofQ  against  which  additional  tax  liability  ia  discovered  formally  accepts 
findin^B  c{  examining  officer  and  agrees  to  voluntarily  pay  additional  tax  and  does 
so  pay  additional  tax,  amended  returns  or  waiveis  will  sot  be  required.  (T.  D. 
2690;  art.  234.) 

AMUSEMENTS. 

See  "Admissions." 

AKCILLAEY  ADMINISTRATION. 
Sstatetax. 

Banking  institutions  holding  money  of  nonroddent  decedents,  brokers  holding 
as  collateral  securities  belonging  to  such  decedents,  debtors  of  such  decedents, 
safe-deposit  companies,  warehouses  and  similar  custodians  in  this  country  of  prop- 
ertv  of  nonresident  decedents,  and  transfer  agents  of  stocks  or  bonds  may  not  release 
to  foreign  administrator  or  executor  or  foreign  beneficiary  any  proncrty  within  this 
country  at  time  of  decedent's  death  until  either  estate  tax  due  nas  been  paid  or 
ancillary  letters  have  been  taken  out  or  otherwise  provision  has  been  inade  to 
satisfy  tax  lien.    (T.  D.  2454;  Feb.  28, 1917.) 

tncome  taxes — Betums. 

Andllary  administrator  is  laeiely  an  agent  of  the  domiciliary  administrator  and 
should  transmit  to  him  all  information  as  to  incomo  of  estate  received  b)^  ancillary 
administrator,  so  that  original  administrator  may  make  return  covering  entire 
income  of  estate.    (T.  D.  2690;  art.  26.) 
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ANIMALS. 

See ''Live  Stock." 

Medicimol  preparatdons— Excise  taxes. 

Spray  to  be  applied  to  cows,  horses,  and  other  animals  to  keep  off  flies,  vermin, 
etr .,  is  not  a  medicinal  preparation  within  the  meaning  of  section  600  (h)  of  the  act 
of  October  3,  1917.    (T.  D.  2584;  Nov.  20, 1917.) 

Medicinal  preparations  for  beasts,  when  same  would  be  taxable  if  used  by  man. 
are  taxable  under  act  of  October  3,  1917;  stock  foods,  not  recommended  or  held 
out  as  remedies  or  specifics  for  diseases,  but  as  feed  only,  are  not  taxable.  (T.  D. 
2591;  Nov.  24,  1917.) 

ANNTTrriES. 

Income  tax — Information  at  sotuxe. 

Annuities  representing  return  of  corpus  or  capital  need  not  be  reported.  (T.  D. 
2670;  Mar.  11,  1918.) 

Every  person,  corporation,  etc.,  paying  annuities  of  $800  or  more  in  any  -taxable 
year,  or,  m  ca^o  of  such  payment  made  by  the  United  States,  the  officers  or  em- 
ployees of  the  United  States  having  information  as  to  such  payments,  authorized 
and  re<]uired  to  render  due  and  accurate  return,  setting  forth  the  amount  of  such 
annuities  and  the  name  and  address  of  the  recipients  thereof.    (T.  D.  2690;  art.  34.) 

Net  income. 

There  should  be  reported  as  payments  on  policies  by  insurance  companies,  other 
than  mutuals,  but  including  mutual  life  and  mutual  marine,  all  death,  disability, 
or  other  policy  (claims  (other  than  dividends)  paid  within  year,  including  fiie, 
ac(rident  and  liability  losses,  matured  endowments,  and  annuities,  payments  on 
installment  policies,  surrender  values,  and  all  claims  actually  paid  under  the  terms 
of  policy  contracts.    (T.  D.  2690;  art.  240.) 

Insurance  tax. 

An  annuity  contract  is  not  taxable  as  a  policy  of  life  insurance,  since  it  does  not 
insure  a  life.    (T.  D.  2785;  Jan.  23,  1919.) 

ANTISBFTICS. 
Alcohol  for  use  in. 

See**  Alcohol." 

APOTHECABIE8. 
See  '*  Pharmacists." 

APPENDAGES. 
Definition. 

The  word  * 'appendages,"  as  used  in  paragraph  (d)  of  article  2  of  Regulations  No. 
39,  includes  those  adjuncts  or  accessories  which  may  be  attached  to  and  become 
in  effect  parts  of  firearms.    (T.  D.  2714;  May  14,  1918.) 

ABMT  AND  NAVY. 
See  *'War." 

Estate  tax— Bates. 

Increase  in  rates  of  taxation  upon  estates  of  decedents  dying  on  or  after  October 
4,  1917,  does  not  apply  to  estates  of  decedents  dying  while  serving  in  military  or 
naval  forces,  etc.;  net  estates  of  such  decedents  are  taxable  at  rates  imposed  in  act 
(.f  March  3,  1917.    (T.  D.  2535;  Oct.  9,  1917.) 

Excess  profits  tax— Extending  time  for  payment. 

Whore,  by  reason  of  absence  from  their  homes  or  places  of  business,  in  the  military 
per  vif«  of  the  country,  it  is  impossible  for  individuals  to  receive  notice  and  demand, 
on  l'\)rui  17,  and  pay  taxes  assessed  so  that  taxes  can  be  received  by  collector  within 
lOnlay  period  following  service  of  notice,  collector  is  requested  to  enter  on  Form  17 
as  date  on  which  tax  becomes  due  and  pavable,  as  near  as  possible,  date  10  davs 
siibseauent  to  time  that  payments  should  be  received  in  orainary  course  of  mails, 
and  where  it  appears  that  full  amount  of  tax  was  placed  in  mails  within  10-day 
pcrio<l,  or  in  case  notice  is  not  delivered  in  due  time  oy  reason  of  delay  in  mail,  and 
satisfactory  evidence  of  that  fact  is  furnished,  penalty  and  interest  will  not  be  col- 
lected.   (T.  D.  2679;   Mar.  23,  1918.) 
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Excess  profits  tax — Continued. 

Returns— Extending  time  for  filing. 

Time  for  filine  war  exce88-}>rofit8  tax  returns  by  nonresident  alien  individuals  and 
corporation^  and  American  citizens  residing  or  traveling  abroad,  including  persons 
in  military  or  naval  establishments  stationed  or  on  duty  beyond  limits  of  tne  States 
and  Territories  of  Hawaii  and  Alaska,  extended  for  such  period  as  may  be  necessary  to 
and  including  90  days  after  proclamation  of  President  of  United  States  announcing 
close  of  war  with  Germany;  any  such  person  filing  return  after  April.  1, 1918,  but  on 
or  before  October  1, 1918,  embodying  therein  or  attachingthereto  written  statement 
'showing  that  he  comes  within  classes  designated  by  T.  1).  2581,  need  not  file  sup- 
porting affidavit  stating  cause  of  delay.    (T.  D.  2672;  Mar.  16, 1918.) 

Excise  taxes— Automobiles  for  use  of  Army. 

Automobiles  sold  to  United  States  for  use  of  the  Army  are  subject  to  tax  imposed 
by  section  600  (a)  of  the  act  of  October  3,  1917.    (T.  D.  2584;  Nov.  20,  1917.) 

Boats. 

All  boats  of  specified  classes  (other  than  boats  used  exclusively  for  national 
defense  or  built  accordins  to  plans  and  specifications  approved  bv  the  Navy 
Department)  are  taxed  under  section  603  of  act  October  3, 1917,  unless  tney  are  used 
exclusively  for  trade.    (T.  D.  2753;  Aug.  23,  1918.) 

Military  and  naval  insignia  required  to  be  worn  is  not  taxable  as  jewelry  under 
section  600  (e)  of  the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XVI.) 

Machine  guns. 

Motor-driven  machine  guns  are  not  automobiles  or  automobile  trucks.  (T.  D. 
2719;  Art.  IX.) 

Income  tax — Extending  time  for  payment. 

Where,  by  reason  of  absence  from  their  homes  or  places  of  business,  in  the  militaiy 
service  of  the  country,  it  is  impossible  for  individuals  to  receive  notice  and  demand, 
on  Form  17,  and  pay  taxes  assessed  so  that  taxes  can  be  received  by  collector  within 
10-day  period  following  service  of  notice,  collector  is  requested  to  enter  on  Form  17 
as  date  on  which  tax  becomes  due  and  payable^  as  near  as  possible,  date  10  days  sub- 
sequent to  time  that  payments  should  h^  received  in  (^dinary  course  of  mails,  and 
where  it  appears  that  full  amount  of  tax  was  placed  in  mails  iiiithin  10-day  period, 
or  in  case  notice  is  not  delivered  in  due  time  oy  reason  of  delay  in  mail,  and  satis- 
factory evidence  of  that  fact  is  furnished,  penalty  and  interest  will  not  be  collected. 
(T.  D.  2679;  Mar.  23,  1918.) 

Information  at  source. 

Returns  of  information  will  not  be  required  from  disbursinff  officers  of  payments 
made  to  sailors  or  soldiers  of  the  United  States.    (T.  D.  2670;  Mar.  11, 1918.) 

Net  income. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in  busi- 
ness, in  paving  all  or  portions  of  regular  compensation  of  officers  or  employees,  who 
have  for  all  or  part  of  the  period  of  the  war  jomed  the  naval  or  military  forces  of  the 
United  States,  or  have  unaertaken  services  for  the  Government  at  reduced  or  nominal 
compensation,  constitute,  during  the  continuance  of  the  war,  ordinary  and  necessary 
expenses  of  doing  business  and  are  allowable  as  deductions  in  computing  net  income. 
(T.  D.  2660;  Mar.  1,  1918.) 

Pay  and  allowance  of  Army  officers  are  based  on  obligation  of  officer  to  pro\ndo 
equipment  and  mounts  as  personal  expense;  cost  of  mounts  and  equipment  is  not 
therefore  a  deductible  expense.    (T.  D.  2690;  art.  8.) 

Pensions. 

Pensions  paid  by  United  States,  private  institutions,  or  individuals,  are  to  be 
accounted  (or  in  all  cases  where  income  of  pensioner  is  liable  for  income  tax.  (T.  D. 
2690;  art.  4.) 

Betired  pay. 

Retired  pay  of  army  and  naval  officers  is  subject  to  income  tax.    (T.  D.  2690;  art.  4.) 
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Income  tax — Continued. 

Betums. 

Pemonfl  ija  naval  or  military  nervlce  of  Uiuied  Stales  ^aay  verify  -diek  returns 
l)cforc  an^  official  of  those  services  autliacized  to  Admiaifiter  oat^  fin:  Bmpoees  of 
tliose  servioes;  returns  may  be  filed  wiih  collector  of  diBtrict  in  wbidi  uiepf  iMAre  a 
legal  residence,  or  with  coUector  at  Baltimore,  Jid .    (T.  D.  2690;  art.  26.) 

Time  ior  ifihng  tncmne  taac  ^e^arns  by  persons  in  -nlfkary  or  nava!  establishments 
stationed  or  on  duty  beyond  limit»  of  the  States  and  Territories  of  Hawaii  and 
Aladoi  extended  for  such  period  as  may  be  necessary  to  and  including  90  dajs  after 
prodaanation  of  President  ainioimcing  kjIosp  of  war  with  Germany,  sa  provided  by 
T.  D.  2581;  any  such  persDn  filing  return  after  April  1, 1918,  but  on  or  before Orteber 
1,  1918,  embodying  therein  or  attaching  thereto  written  statement  showing  that  Jic 
comes  within  classes  designated  by  T.  D.  2581,  need  not  file  supporting  affidavit 
reqmred  by  that  decision.    (T.  D.  .2672;  Mar.  1€,  i9l6.) 

Any  officer  in  the  naval  or  militarv  service  of  th.3  United  States,  within  or  without 
the  United  States,  who  is  authorized  to  administer  oaths,  under  provisio&B'ef  section 
4  of  the  act  of  July  27,  1892,  or  under  provisions  of  act  of  March  4,  1917,  empowered 
and  authorized  to  take  aclmowiedgment  of  persons  in  the  naval  and  military  service 
of  the  United  States  ma^dn^  tBturns  of  income;  certifying  officer  required  to  placo 
under  his  name  official  designation  under  which  he  acts.  <T.  D.  2534;  Sept.  29, 
1917.) 

Passenger  transportation. 

Transportation  charges  paid  by  sddiers  traveling  on  furloughs  at  their  own  ex- 
pense are  not  exempt  from  tax  trader  section  502  of  act  of  October  3,  1917.  (T.  D. 
2676;  Mar.  18.  1918.) 

Post  exchaagai^—Jtoer  tajcea^cai  tobaeoo,  efe* 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  business,  October  3, 
1917,  at  post  exchanges  at  Army  camps  are  not^suJbJAct  to  fiQor-<stock  tasKs  ia^Meed 
by  section  403  of  act  of  October  3, 1917.     (T.  D.  2584;  Nov.  20,  1917.) 

Occupational  tax. 

Where  post  exchanges  are  tmder  complete  control  of  the  Secretary  of  the  Kavy 
as  go\''emtmental  agenciee  tfiey  are  not  hable  to  special  tax  on  account  of  hiUiftrd  or 
pool  tabiee  or  bowling  alleys  operated  by  them.     (T.  D.  2439;  Jan-  .27, 1917.) 

Soldftex8Vk±ts-— Itobaeco,  etc 

Instructions  with  reference  to  the  shipment  tsom  tobacco  and  cigarette  factinries  of 
so-called  soldiers^  kits  or  cartons  contaming  packages  d  tobacco  and  dgaxettes  to 
New  York,  there  to  be  repacked  under  supervision  of  customs  officer  for  exportation 
to  the  United  States  soldiers  in  Europe.     (T.  D.  2517;  Aug.  17,  1017.) 

War  xiflkiasitraiice. 

Tax  imposed  by  section  504  of  the  act  of  October  3,  1917,  does  not  apply  to 
soldiers'  and  sailors'  insurance  written  by  the  War  Risk  Insurancse  Bnieau^  the  net 
clearly  contemplates  that  the  tax  shall  be  paid  by  the  insuFer  and  not  by  the  in- 
sured; not  only  is  it  impossible  in  tibsence  of  express  pro^dsion  to  contrary  to  infer 
tliat  the  United  States  intended  to  tax  itself,  but  section  505  of  the  act  0b\iou8ly 
limits  the  application  of  the  tax  to  persons,  corporations,  partnerships,  and  associ- 
ations, in  none  of  which  classes  is  the  United  States  included.  fT.  D.  2563; 
Oct.  23, 1917.) 

Jlonbevfira^  aiooikaL 
See^Al'.'ohol." 
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ABTS   AND  SCIENCES. 


Alcohol  for  8clentifi.c  purposes. 

See*'Alcrfiol." 
Distilled  spirits. 

See  **  Distilled  Spirits.", 
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ABTIFICIAL  MINEBAX  WATKKS. 
Excise  taxes. 

See  **Exci8e  Taxes.'! 

ABTIFlCSIAIi  WINBS. 

See  '^Winea.". 

ASSESSMENT. 
Dues  and  f  eas. 

See  "Duee/* 
Particular  taxes. 
See  specific  heads. 

ASSIGNMEITTS. 

Xncoxue  taxes— Keturn  by  assignees. 

Under  section  13,  paragrapli  (c),  act  September  8, 1916,  receiv<K8,  trustees  in  bank- 
ruptcy, or  assignees  in  chirge  oi  and  operating  property  and  business  of  corporations, 
must  maJce  returns  of  annual  net  income  and  pay  tax  regardless  of  what  disposition, 
subject  to  orders  of  court,  may  be  made  of  such  income;  such  receiver,  etc.,  stands 
in  plaee  of  corporate  oiEcers  and  must  perform  all  duties  and  assume  all  liabilities 
which  would  devolve  upon  such  oificers  were  they  in  control;  income  which  he  re- 
ceivQS  is  income  of  corporation  and  is  subject  to  tax  ini^Qosed  in  so  far  as  it  exceeds 
deductions  or  allowance  authorized  by  law,  and  such  receiver,  etc.,  must  make  true 
return  of  annual  net  income  covering  each  year  or  part  of  each  year,  during  which  he 
is  in  custody  and  control  of  business  or  properties,  and  will  be  liable  to  all  penalties 
for  failure  to  meet  any  of  its  requirements.    (T.  D.  2690;  art.  209.) 

Xnsuranee  policies — Stamp  tax. 

No  stamp  tax  is  imposed  upon  power  of  attorney  in  transfer  by  assignment,  abso- 
lute or  as  collateral  security,  of  interest  in  contract  of  insurance,  if  power  of  attorney 
grants  authority  to  do  or  perform  only  such  acts  for  or  in  behalf  of  assignor  as  aro 
othervnse  vested  in  assignee.    (T.  D.  2599;  Dec.  3,  1917.) 

ASSOCIATIONS. 

Xmployaes'  protecUve  associations. 

Associations  composed  of  employed  or  others  who  band  themselves  together  for 
mutual  protection  m  issuing  life  and  casualty  insurance,  are  subject  to  tax  under 
paragraph  (c)  of  section  504  of  act  of  October  8, 1917,  imless  exempted  under  para- 
graph (d)  of  such  section.    (T.  D.  2588;  Nov.  21, 1917.) 

S&zcesB  profits  tax. 

Sec  '*  Excess  Profits  Tax/! 

Income  taxes. 

See  "Income  Taxes  (Corporations)." 

ICassachusetts  trusts— XIapital  stock  tax. 

So-called  Massachusetts  trusts  are  subject  to  tax  imposed  by  net  Pcptembor  8, 
1916.    (T.  D.  2750,  art.  2,  Appendix  A;  Aug.  9, 1918.) 

Ineome  taxes. 

Organization  under  constitution  of  which  individuals  who  are  beneficially  in- 
terested in  various  proportions  in  same  property  and  hold  assignable  certificates 
representing  their  different  interests  therein,  but  who  can  claim  no  part  of  income 
of  property  as  their  income  as  dbtinguished  from  income  of  oigamzatioa,  comniit 
control  and  management  of  such  property,  for  profit,  to  tnistees,  free  from  their  own 
immediate  control  or  interference,  except  that  they  may  act  by  majority  in  amount 
and  interest  for  purpose  of  allowing  extra  compensation  to  trustees,  filling  vacancies 
in  office  of  trustees  or  modifying  terms  of  declaration  of  trust,  is  an  ** association" 
and  taxable  as  such  under  Section  II,  G  (a),  of  act  October  3,  1913.  (T.  D.  2720; 
June  4, 1918.    Ct.  Dec.) 
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Massachusetts  trusts — Continued. 

Stamp  tax  on  certifieates  of  shares. 

Tax  imposed  by  act  October  3,  1917,  on  issue  or  transfer  of  capital  stock  applies 
to  issue  or  transfer  of  certificates  of  shares  in  so>called  Maasachusetts  trusts  and  other 
unincorporated  associations.    (T.  D.  2752;  Aug.  14, 1918.) 

National  farm-loan  associations. 

National  farm-loan  associations,  as  provided  in  section  26,  of  act  July  17, 1916,  are 
exempt  from  capital  stock  tax  im{)osed  by  section  407  of  act  September  8,  1916. 
(T.  D.  2383;  Oct.  19, 1916.    T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

''Person"  includes,  when. 

The  word  "person"  within  Regulations  No.  40,  part  I,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  the  plural  as 
well  as  the  singular  and  shall  be  taken  to  refer  to  individuals,  partnerriiips,  asso- 
ciations, and  corporations,  except  where  it  is  plain  from  the  context  that  ain*^rent 
meaning  is  intended.    (T.  D.  2608;  Nov.  30,  1917.) 

Sales  associations. 

Farmers',  fruit  growers',  or  like  itesociations,  organized  and  operated  as  sales 
agents  for  purpose  of  marketing  products  of  members  and  turning  back  to  them 
proceeds  of  sales  less  necessary  selling  expenses  on  basis  of  quantity  of  produce 
nirnished  by  them,  are  exempt  from  capital  stock  tax  imposed  by  section  407  of 
act  September  8, 1916.    (T.  D.  2383;  Oct.  19, 1916.    T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

Shippers — Refund  of  transportation  tax. 

Where  shipper,  claiming  refund  of  transportation  tax  collected  on  property  in 
process  of  exportation,  is  member  of  association  of  similar  shippers,  such  associa- 
tion may,  as  agent  for  first  shippers,  make  blanket  claim  on  Porm  46  in  b^alf  of 
individual  members;  formal  demand  of  each  shipper  must  be  attached  to  and 
forwarded  with  Form  46  for  refund  of  amount  to  shipper,  such  demand  showing 
total  amount  of  charges  and  total  amount  of  tax  paid  oy  each  shipper,  and  such 
demands  must  be  aggregated  by  association  and  securely  attached  to  claim  before 
same  is  filed  with  commissioner.    (T.  D.  2727;  June  5,  1918.) 

Stamp  tax  on  stock  sales. 

Transfer  of  shares  or  certificates  of  stock  in  any  association  made  by  the  person 
loaning  stock  to  another  borrowing  such  stock  to  effect  a  sale,  and  also  transfer  of 
shares  or  certificates  of  stock  from  a  borrower  returning  them  to  lender  in  fulfillment 
of  borrower's  obligation  to  buy  in  and  return  stock,  are  both  subject  to  tax  imposed 
by  sections  800  and  807  of  the  act  of  October  3, 1917;  in  so-called  short-sale  transac- 
tion, there  are  four  taxable  sales  or  transfers:  (1)  Sale  of  stock  by  person  making 
short  sale,  (2)  transfer  from  lender  of  stock  to  person  making  short  sale,  (3)  purchase 
by  borrower  of  stock  to  return  to  lender,  (4)  transfer  by  borrower  to  lender  of  shares 
to  replace  those  borrowed.    (T.  D.  2685;  Mar.  30,  1918.) 

ATHLETIC  CLUBS. 
Dues — Basis  of  tax. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  is  10  per  cent  of  any  amount 
paid  as  dues  or  membership  fees  (including  initiation  fees  and  any  payments  re- 
quired for  becoming  or  remaining  a  member  as  well  as  extraordinary  dues  or  assess- 
ments) to  any  athletic  or  sporting  club  or  oi^anization  where  such  dues  or  fees  are 
in  excess  of  $12  per  year;  where  all  dues  or  fees  payable  in  any  one  year  aggregate 
more  than  $12,  tax  attaches  to  each  payment;  if  dues  exclusive  of  initiation  fee  are 
not  in  excess  of  $12  a  year,  no  tax  is  payable  except  from  members  paying  such  foe. 
(T.  D.  2681;  Mar.  26,  1918.) 

Clubs  included. 

Athletic  and  sporting  clubs  include  boating,  tennis,  golf,  boxing,  canoe,  fishing, 
and  hunting  cluDs^  and  any  organizations  jot  practice  or  promotion  of  athletics 
or  sports;  Commistuoner  of  internal  Revenue  shall  determine  whether  a  club  or 
organization  is  an  athletic  or  sporting  club  within  meaning  of  section  701  of  act  of 
October  3, 1917,  upon  being  furnished  charterer  constitution  and  by-laws  of  organiza- 
tion, statement  as  to  its  actual  activities  and  practices,  and  such  otlicr  information 
as  he  may  deem  pertinent.    (T.  D.  2681;  Mar.  26,  1918.) 


Digitized  by  VjOOQIC 


ATHLETIC  CONTESTS — AUTOMOBILES.  49 

ATHJLBTiC  CONTESTS. 
Admiflidioiui. 

Admissions  to  w^hool  or  c611«ge  athletic  contests  and  other  college  entertainments 
are  not  taxable  if  proceeds  go  to  the  school  or  the  collegei  but  they  are  if  proceeds 
are  used  for  support  of  athletics  or  other  separate  purposes.  (T.  D.  2681;  Mar.  2(i, 
1918.) 

Where  rain  checks  attached  to  ticketi^  sold  for  canceled  baseball  game  are  redeem- 
able in  cash  with  refund  of  the  tax  or  by  issue  of  ticket  for  another  game  the  box- 
office  statement  for  the  canceled  game  may  be  marked  "Canceled,"  but  in  its  next 
return  the  tax  must  be  accountea  for  by  the  club  on  any  tickets  not  redeemed  as 
shown  bv  comparison  of  box-office  statement  for  cancele<l  game  with  statements  of 
subsequent  games.     (T.  1).  2681;  Mar.  26,  1918.) 

Admissions  of  baseball  reporters  and  telegraphers  occupying  special  space  at  base- 
ball parks  and  admitted  by  passes  issued  by  baseball  writers '  association  are  exempt 
from  tax  under  section  700  of  the  act  of  October  3, 1917.    (T.  D.  2681;  Mar.  26,  1918.) 

ATTORNEYS  AT  LAW. 

Incoxxie  tax — Informatioii  at  source. 

Fees  paid  to  lawyers  aggregating  less  than  $800  for  the  year  neei^l  not  be  reported. 
(T.  f).  2670;  Mar.  *11,  1918.) 

Net  inconie. 

In  case  of  professional  man  who  rents  property  for  residential  purposes  but  re- 
ceives there  clients  or  callers  in  connection  with  his  professional  work  (place  of 
business  being  elsewhere),  no  part  of  rent  is  deductible  as  business  expense.  (T.  D. 
2690;  art.  8.) 

Theaters — Adxnission  tax. 

Attorneys  for  theaters  are  exempt  from  tax  imposed  by  section  700  of  act  of  Octo- 
ber 3,  1917,  when  entering  theater  in  course  of  tlvpir  employment,  but  must  pay  it 
when  attending  as  mere  spectators  and  occupying  seats  in  the  audience.  (T.*  D. 
?.<iKl;Mar.  26,  1918.) 

ATTORNEY,  POWER  OF. 

Assigniuent  of  insurance  policies — Stamp  tax. 

No  stamp  tax  is  imposed  upon  power  of  attorney  in  transfer  by  assignment, 
absolute  or  as  collateral  security,  of  interest  in  contract  of  insurance,  if  power  o! 
attorney  grants  authority  to  do  or  perform  only  such  acts  for  or  in  behalf  oiassignor 
as  are  otherw^ise  vested  in  assignee.     (T.  D.  2599;  Dec.  3,  1917.) 

Income  taxes— Returns. 

l*'iduciar>'  relationship  for  purposes  of  income  tax  can  not  be  created' by  power 
of  attorney;  agent  with  authority  to  effect  leases  with  tenants  entirely  on  his  own 
responsibility,  paying  all  charges  in  connection  with  property  out  oi  rent  funds, 
merely  turning  over  net  profits  to  principal  by  virtue  of  authority  conferred  by 
power  of  attorney,  is  not  a  fiduciary  within  the  income-tax  law;  in  all  cases  where 
no  leRal  trust  has  been  created  in  the  estate  controlle<l  by  the  agent  and  attorney 
liability  under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.  29.) 

i.opies  of  returns  on  file  in  Commissioner's  office  may  not  be  sent  to  any  person, 
except  corporation  it»elf  or  to  its  duly  authorized  attorney;  duly  authorized  attorney 
for  this  purpose  is  one  jKjssessing  properly  executed  power  olf  attorney  in  writing 
by  corporation,  which  designation  shall  be  signed  by  two  officers  of  corporation 
and  bear  impress  of  the  seal.     (T.  D.  2690;  art.  226.) 

AUTOMOBILES. 
I>efinition. 

An  automobile  is  a  self-propelling  vehicle  usually  designed  to  run  on  a  road, 
containing  the  means  of  propulsion  within  itself,    ('f.  D.  2719;  Art.  VIII.) 

An  automobile  truck  or  wagon  is  an  automobile  used  primarily  ior  transporting 
articles.    (T.  D.  2719;  Art.  VIII.) 
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Excise  taxes— Assembled  our. 

A  usable,  substantially  completed  automobile  produced  by  assemt^ttig 
l>axt&  of  tiucka  and  cais  is  sabiect  to  tAx  imposed  by- section  600  (a.)  o£  the  act  o( 
October  3,  1917.    (T.  D.  2719;  Art  DC.) 

Bodies. 

Automobile  bodies  and  oibec  attachments  and  accessories  to  automobiioif  and . 
motorcycles  are  not  taxable  when  sold  separately^  but  t^ey  are  when  sold  as  part 
of  an  automobile  or  motorcvcic  or  of  ite  equipment ,  whether  stajidard  or  not.    (T .  D . 
2719;  Art.  X.) 

Dealer  who  contracts  to  sell  to  customer  a  truck  composed  of  a  tax-paid  ch&»i3 
and  a  body  to  be  added  by  body  bialder  and  who  performs  his  contract  is  liable  to 
tax  as  manufacturer  of  completed  truck,  though  ocdcr  to  body  builder  puroort^  to 
bo  that  of  customer  through  the  dealer  as  hia  agent.    (T.  D.  2795;  Feb.  2€l  1919.) 

— —  CKassis. 

A  ohassia  is  an  automobile  wltliiu  the  meaning  of  section  GOO  (a)  of  the  act  of 
Octobers,  1917,  and  is  tax  payable  by  manufacturer  thereof ;  where  person  other  than 
manufacturer  of  chassis  comi)letes  and  sells  automobile,  tax  must  be  paid  on  com- 
plete car  lesa  any  tax  already  paid  on  the  sale  of  the  chassis.    (T.  D.  2719;  Art.  TX . } 

Combination  of  vehicles. 

Single  sale  by  dealer  of  tractor  and  trailer  bought  by  him  together  tax  paid,  and 
an  extra  trailer,  is  not  taxable  unless  combination  of  the  tl^ee  v^nclea  (otherwise 
than  merely  by  coupling)  forms  a  iimctianing  vehicle.    (T.  D.  279&v  Feb.  26,  1919.) 

• Dem.oun.table  top  added. 

If  a  dealer  adds  a  demountable  top  to  a  tax-paid  automobile  or  a  driver's  cab  to 
a  tax-paid  truck,  the  sale  of  the  improved  vehicle  is  not  subject  to  excise  tax. 
(T.  D.  2795;  Feb.  26,  1919.) 

Fire  ezLgiaes. 

A  seli'-psqfxeUsd  Ore  engine,  at  least  i£  designed  to  carry  only  such  persons  aa  are 
necessary  to  drive  it,  is  not  spoken  of  and  is  not  to  be  regarded  as  a&  SMXtomobile; 
if,  however,  it  is  specially  designed  to  carry  firemen  not  employed  in  or  about  the 
driving  of  the  macnine,  it  must  De  regarded  as  falling  within  the  scope  of  section  600 
(a)  of  tne  act  of  October  3,  1917;  on  other  hand  automobiles  and  antomobilc  trucks 
equipped  as  hook  and  ladders,  hose  carts,  etc.,  for  the  use  of  firemen,  are  taxable. 
(T.  IK  271»;  Art.  IX.) 

-■       ICacbiiie  ffuns* 

Motor-driven  machine  guns  aie  not  automobiies  or  antomohile  trttcks^  (T.  D. 
2719;  Art.  IX.) 

Motorcycles. 

A  motorcycle  is  a  motor-driven  bicycle.    (T.  D.  2719;  Art.  VIII.) 

Motor-drlvea  madhiixea, 

MotoTKirivcn  machiaes  for  pulling  vehicles  aioivnd  factoiios  and  railway  stations 
are  not  automobiles  or  automol»j£  trucks.    (T.  I>.  2719;  Art.  IX.) 

Motor  units. 

A  motor  unit,  designed  to  be  attached  to  a  bicycle  so  as  to  make  it  self-propellinic 
like  a  motorcycle,  is  not  taxable  when  sold  separately,  but  when  sold  attached  to  a 
bicycle  or  to" a  children's  buckboard,  tlie  complete  vehicle  is  mibject  to  the  teix. 
jis  a  motorcycle  or  automobile.    (T.  D.  2719;  Art.  X.) 

Bate  of  tax. 

Tax  imposed  by  section  600  (a)  <rf  the  act  of  October  3,  1917,  is  3  per  cent  of  tlio 
price  for  which  automobiles,  automobile  trucks,  automobile  wagons,  SHsd  motor- 
cycles  are  sold  by  the  manufactuxer.    (T.  D.  2719;  Art.  VIII.) 

Scope  of  tax. 

To  come  within  the  scope  of  the  tax  imposed  by  section  600  (a)  of  the  act  of  Octo- 
ber 3,  1917,  a  machine  must  be  a  vehicle  or  conveyance,  that  is,  designed  primarily 
for  the  transportation  in  or  upon  it  of  persons  or  property.    (T.  D.  2713;  Art.  IX.) 
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Excise  taxes — Continued. 

Speedometers. 

SpeedomeierB  and  other  attschments  andl  acceaaoriee  to  automobiles  anxi  motor- 
cycles are  not  taxable  vhen  sold  separately,  but  thev  are  when  sold  aa  part  ol  an 
automobile  or  motorcycle  or  of  its  equipment^  whetliec  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

Track  use. 

An  automobile  adapted  for  use  on  a  track  is  subject  to  the  tax  imposed  by  section 
600  (a)  of  the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  VIII.) 

Tractors. 

Tractors  for  pulling  agricultural  implements  are  not  automobiles  or  automobile 
trucks.    (T.  D.  2719;  Art.  IX.) 

A  tractor  which  has  no  bod  v  or  proviaioB  for  carrying  the  load,  but  is  intended  to 
haul  trailers,  is  not  taxable;  if  it  has  a  body,  no  matter  now  small  the  carrying  capa- 
city, oris  designed  for  attachment,  permanent* or  temporary,  to  a  two-wheel  trailer, 
in  stich  a  way  as  to  carry  part  of  the  load»  it  is  subject  to  tax  as  an  automobile  truck 
or  wagon;  if  sold  in  comoination  with  such  trailer,,  the  tax  is  on  the  total  price; 
a  four-wheel  trailer  complete  in  itself,  having  no  connection  with  an  automobile 
except  the  necessary  coupling  when  drawn  by  it,  is  not  subject  to  tax.  (T.  D. 
2719;  Art.  X.) 

Truck  units. 

So-called  truck  units,  intesded  to  be  attached  to  pleasure  car  chassis  so  as  to 
convert  them  into  tnicks,  are  not  taxable  when  solcl  separately;  if  sold  in  com- 
bination with  a  new  chassis,  however,  tax  ia  imposed  upon  price  of  comi>lete  truck. 
(T.  D.  2719;  Art.  X.) 

- —  Used  or  secood-haiid  aatomobiles. 

Used  or  second-hand  automobiles  are  not  subject  to  fax  imposed  by  section 
600  (a)  of  the  act  of  October  3,  1917.     (T.  D.  2719;  Art.  X.) 

Forfeiture. 

Nonparticipation  of  owner  of  automobile  in  its  use  in  trans^rting  distilled 
spirits  upon  which  the  tax  had  not  been  paid  is  no  bar  to  proceeding  m  rem  for  its  for- 
feiture.   (T.  D.  2776;  Dec.  II,  1918.) 

Under  section  3450,  Revised  Statutes,  automobile  used  in  transporting  spirituous 
liquors  on  which  tax  has  not  been  paid,  borrowed  from  purchaser  thereof,  who  had 
given  his. note  secured  by  deed  of  trust  thereon  for  unpaid  purchase  price,  is  subject 
to  forfeiture  as  against  seller,  though  under  terms  of  deed  and  the  State  law  the 
seller  could  reauire  the  trustee  to  seize  such  automobile  and  sell  it  in  satisfaction  of 
his  deed,  and  tnough  ho  had  no  knowledge  of  any  intention  to  use  such  automobile 
for  an  illegal  jwrpoae.     (T.  D.  2789;  Feb.  10,  19I9.*  Ct.  Dec.) 

Motor  fuel. 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  gasoline  substitute  in  Hawaii  authorized  for  use  by  asy 
qualiiSed  denaturer.    (T.  D.  2528;  Oct.  3, 1917.) 

Formula  No.  28  for  special  denaturation  of  alcohol  for  use  in  manufacture  of 
motor  fuel  stated;  formula  authorized  to  be  used  exclusively  in  manufacture  of 
motor  fuel  by  a  closed  and  continuous  process  in  connection  with  a  central  donatur- 
ating  bonded  warehouse;  analytical  requirements;  process  after  denaturation; 
samples  of  finished  product  to  be  furnished ;  application  for  use  of  denaturant  to 
be  accompanied  by  blue  prints  and  full  description  of  process  and  premises.  (T.  D. 
2769;  Nov.  4,  1918.) 

-S^bmre— Urease  und«r  bond. 

In  case  of  seizures  of  automobiles,  horses,  and  other  similar  property,  collectors 
instructed  to  refuse  to  accept  bond  under  section  3459,  Revised  wtstutes,  for  release 
unless  property  was  seized  under  provisions  of  section 3453,  Revised  Statutes,  only; 
where  seizure  was  not  made  under  such  section,  if  property  is  appraised  at  $500  or 
leas,  eoUecters  will  dispose  oL  sajooe  promptly  uikder  provisioDS  of  section  3460,  unless 
boad  iot  ooats  is  given,  in  which  event  bond  should  be  forwarded  to  United  States 
aUocBey  with  remiest  to  institute  UbeL  proceedings;  if  rahte  exceeds  $600,  property 
shcttld  be  turned  over  to  United  Stales  marshal  and  the  attorney  requested  to 
isstitttte  lorf^tnve  wceediafg^  no  bond  kac  costs  being  rehired;  q^ueatioa  of  re- 
lease of  property  on  bond  is  within  jurisdiction  of  court,    (T .  1> .  2&1 1 ;  July  1 3»  1917 .) 
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Transportation  tax. 

**  Regular  established  line,  '*  as  used  in  act  of  October  3,  1917,  construed  to  mean 
a  regularity  of  operation  of  transportation  facilities  by  motor  power  between  definite 
points;  casual  or  intermittent  transportation  of  passengers  by  automobile  between 
two  points  would  not  constitute  a  regular  established  line;  automoMle  that  is  me  c'y 
for  hire  and  which  takes  passenger  to  any  point  he  directs  does  not  constitute  re^u  '^r 
established  line.    (T.  D.  27957Feb.  26,  1919.) 

AVOCATION. 

Definition. 

"Avocation"  is  that  which  takes  one  from  his  regular  calling;  a  minor,  occu- 
pation.   (T.  D.  2690;  art.  8.) 

BAD  DEBTS. 

Definition. 

Bad  debt  or  worthless  debt,  as  contemplated  by  income  tax  law  and  which  may 
be  deducted  in  return  of  income,  is  one  which  has  been  actually  ascertained  to  lie 
worthless  and  charged  off  within  taxable  year.    (T.  D.  2690;  art.  8.) 

Income  taxes — Deduction. 

See  "Income  Taxes  (Corporations)";  "Income  Taxes  (Indi\'iduals).*! 

BANKS  AND  BANKINa. 

Admission  taxes— Deposits  of  payments. 

Collector  of  internal  revenue  may,  in  his  discretion,  require  the  person  receiving 
payments  for  taxes  to  make  daily  deposit  of  stims  so  received  in  special  account 
m  such  bank  as  collector  shall  designate.    (T.  D.  2681;  Mar.  26,  1918.) 

Capital  stock  tax — Computation. 

The  individual  fair  value  of  stocks  of  two  banks  tliat  have  a  definite  combined 
market  value  bxit  no  separate  market  value,  may  be  ascertained  by  apportionment 
'    of  the  market  value  on  the  basis  of  the  capital  stock,  stirplus,  ana  undi\dded 
profits  of  each  corporation  for  the  fiscal  year.     (T.  D.  2426;  bee.  29,  1916.) 

—  Exemptions. 

Cooperative  banks  without  capital  stock  organized  and  operated  for  mutual 
purposes  and  without  profit  are  exempt  from  tax  imposed  by  section  407  of  the  act 
of  September  8, 1916.     (T.  D.  2383;  Oct.  19, 1916.    T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

Mutual  savings  bank  not  baring  capital  stock  represented  by  shares  is  specifically 
exempt  from  tax  under  section  407  of  the  act  of  September  8,  1916.  (1 .  D.  2383; 
Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Federal  land  banks,  as  pro\dded  in  section  26  of  act  of  July  17,  1915,  are  exempt 
from  tax  imposed  by  section  407  of  act  of  September  8, 1916.  (T,  D.  2383;  Oct.  19, 
1916.     T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Tax  does  not  apply  to  joint-stock  land  banks  as  to  income  derived  from  bonds 
or  debentures  of  other  joint-stock  land  banks  or  Federal  land  bank  belonging  to 
suchloint-stock  land  bank.     (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Circulation  of  bank  notes. 

The  10  per  cent  tax  on  the  circulation  of  notes  other  than  those  issued  by  national 
banks  applies  to  Canadian  bank  notes;  the  tax  applies  to  all  persons,  firms,  associa- 
tions, and  corporations  circulating  notes  other  than  national-bank  not«B,  whether 
or  not  such  persons,  firms,  associations,  and  corporations  issue  notes  of  their  own. 
(T.  D.  2782;  Dec.  24,  1918.) 

Estate  tax — Nonresident  decedents. 

Banking  institutions  holding  money  of  nonresident  decedents  on  deposit  or  for 
any  specific  purpose,  so  long  as  title  rests  in  nonresident  decedent,  his  estate  or  His 
heirs,  may  not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary 
such  money  until  either  tax  due  has  been  paid  or  ancillary  letters  have  been'  taken 
out  or  otherwise  prerision  has  been  made  by  estate  for  satisfactory  of  tax  lien. 
(T.  D.  2454;  Feb.  28, 1917.) 


Digitized  by  VjOOQ IC 


BANKS  AND  BANKING,  53 

Income  taxes— Exemptioiui. 

Federal  land  banks  are  exempted  from  tax  without  condition;  collector,  being 
satifified  that  organization  comes  within  exempted  class,  is  authorized  to  eliminate 
it  from  his  list  and  relieve  it  from  necessity  of  making  returns.    (T .  D .  2690 ;  art .  6  S. ) 

Joint-stock  land  .banks  are  exempt  from  tax  without  condition  as  to  income 
specified  in  the  law;  collector,  being  satisfied  that  organization  comes  within  ex- 
empted class,  is  authorized  to  eliminate  it  from  his  list  and  relieve  it  from  necessity 
of  making  returns.    (T.  D.  2690;  art.  68.) 

Mutual  savings  banks  not  ha\'ing  capital  stock  represented  by  shares  are  exempt 
from  tax  without  condition;  collector,  being  satisfied  that  oiganization  comes  within 
exempted  class,i8  anthorired  to  eliminate  it  from  his  list  and  relieve  it  fron^  necessity 
of  niaiing  returns.    (T.  D.  2690;  art.  68.) 

Banking  corporations  which  are  required  to  maintain  a  ' '  Depositors'  8;uarantv 
fund"  may  deduct  amount  set  apart  each  year  to  this  fund,  provided  that  such 
fund,  when  set  aside  and  carried  to  credit  of  State  officer,  ceases  to  be  asset  of  bank 
but  may  be  withdrawn  upon  demand,  by  such  board  or  State  officer  to  meet  needs 
of  these  officers,  as  reauired  by  State  laws,  in  reimbursing  depositors  in  insolvent 
banks,  and  provided  further  that  no  portion  of  amount  is  returnable  to  assets  of 
banking  corporation;  if  amount  is  simply  set  up  on  books  of  bank  as  reserve  to  meet 
contingent  liability  and  remains  asset  6i  bank,  it  will  not  be  deductible  except aa 
it  is  actually  paid  out  as  required  by  law  and  upon  demand  of  proper  State  officers. 
(T.  D.  2690;  art.  146.) 

Gross  income. 

Gross  income  of  banks  and  other  financial  institutions  consists  of  the  total  reve- 
nue received  within  the  year  for  which  return  is  made  from  operation  of  business, 
including  income,  gains,  or  profits,  from  sale  of  capital  assets  and  from  all  other 
sources;  m  cases  where  securities  or  other  assets,  real,  personal,  or  mixed,  acquired 
prior  to  March  1, 1913,  are  disposed  of  during  year,  gain  or  loss  thereon  will  be  based 
upon -difference  between  price  at  which  disposed  of  and  fair  market  price  or  value 
of  such  assets  as  of  March  1,  1913,  or  difference  between  price  at  which  disposed  of 
and  the  cost,  if  acquired  subsequent  to  that  date.    (T.  D..  2690;  art.  90.) 

In  case  of  banking  institutions,  business  of  which  is  to  receive  and  loan  monev, 
using  capital,  surplus,  and  deposits  for  this  purpose,  undistributed  income  actually 
repn^sentefl  by  loans  is  invested  and  employ e<l  in  the  business  so  as  to  be  exempt 
from  10  per  cent  tax  imposed  by  section  10  (b)  of  the  act  of  September  8,  1916,  ai 
amended.    (T.  D.  2736;  June  18, 1918.) 

In  case  of  banking  institutions,  business  of  which  is  to  receive  and  loan  money, 
usdng  capital,  surplus,  and  deposits  for  this  purpose,  such  reasonable  amounts  of 
undistributecl  income  as  are  retained  for  future  loans  are  not  subject  to  tax  of  10 
per  cent  impose<l  bv  section  10  (b)  of  the  act  of  September  8,  1916,  as  amended, 
(T.  D.  2736;  June  18,  1918.) 

Xnformation  at  source. 

Interest  a<:crued  on  bank  deposits  before  it  has  been  passed  to  the  credit  of  the 
individual  depositor  need  not  be  reported.    (T.  D.  2670;  Mar.  11,  1918.) 

Banks  and  collecting  agents,  debtor  corporations,  and  withholding  agents,  au- 
thorized to  accept,  until  Jime  1,  1918,  certificates  of  ownership  on  old  forms  when 
properly  executed.    (T.  D.  2702;  Apr.  18, 1918.) 

"Wherever  a  foreign  country  or  foreign  corporation  issuing  bonds  has  appointed  a 
paying  agent  in  this  country,  charged  with  duty  of  pa>dng  interest  upon  such  bonds, 
such  agent  shall  be  source  of  information;  if  such  country  or  corporation  has  no  such 
a^ent,  then  last  bank'  or  collecting  agent  in  this  country  shall  be  source  of  informa- 
tion; in  case*  of  di-vidends  on  stock  of  foreign  corporation,  first  bank  or  collecting 
agent  accepting  such  item  for  collection  shall  be  source  of  information.  (T.  D.  2759; 
Oct.  2,  1918.) 

Banks  or  agents  collecting  foreign  items  required  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  business  and  are  subject  to  such  r^u- 
lations  for  furnishing  of  information  as  tlie  (Commissioner,  with  approval  of  Secretarv 
of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  by  failure  to  obtain  such 
license.    (T.  D.  2759;  Oct.  2,  1918.) 

Foreign  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unlesB  indorsed  as  prescribed  or  accompanied  by  proper  ownership  certificates,  giv- 
ing all  information  called  for  by  such  certificate;  where  first  licensed  bank  or  col- 
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Income  taxes — ^Continued. 

^Information  at  source — Continued. 

lecting  agent  k  source  of  informatioQ,  licensee  shall  attach  ownenhip  certi&cate  and 
indorse  on  item  the  words  "  Certificate  attached  aad  infocmation  furnished, ' '  addinp^ 
his  name  and  address;  when  foreign  items  have  been  properly  indorsed,  certificate^) 
8hall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue  (Sorting 
Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following  that  during 
which  items  were  accepted,  accompanied  by  letter  of  transmittal,  showing  number 
oi  certificates  and  aggregate  amount  of  foreign  items  disclosed  thereon.  (T.  D.  2750 ; 
Oct.  2, 1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall  accom- 
pany coupon  to  pacing  a^ent  in  this  country,  or  ii  there  is  no  such  agent,  then  to  last 
bank  or  collecting  agent  handling  item  in  this  country;  when  more  than  one  couixon 
of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same  issue  of 
bonds,  single  certificate  may  bo  used ;  when  foreign  items  have  been  properly  in- 
dorsed, certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal 
Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  fol- 
lowing that  during  which  items  were  accepted,  accompanied  by  letter  of  transmittal , 
showing  number  of  certificates  and  aggregate  amoimt  of  foreign  items  disclosed 
thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  tliis  country  is  source  of 
information,  ownership  certificate  shall  accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certincate  to  Commissioner  of  Internal 
Revenue,  in  manner  provided  where  duty  is  placed  upon  licensee,  provided  tlmt  in 
case  ownership  certificate,  Form  1000,  is  used,  paying  agent  shall  make  return  on 
Form  1012.     (T.  D.  2759;  Oct.  2,  1918.) 

— —  Net  inGom.e. 

Taxes  on  bank  stock  paid  under  legal  requirement  by  bank  for  its  stockholders 
are  deductible  by  stockholders  and  not  by  bank;  where  bank  stock  is  sold  and 
transferred  between  date  ci  assessment  and  im^'nient  of  tax,  in  absence  of  statute 
governing,  stockholder  liable  for  tax  (if  tax  was  actually  paid)  will  have  benefit  of 
tax  deduction;  this  is  question  of  fact  and  to  be  determined  as  such.  (T.  D.  2690; 
art.  8.) 

Payments  under  le^  requirements  bv  bank  for  its  stockholder?  of  taxes  on  bank 
stock  are  regarded  as  in  the  nature  of  additional  di\'idends  and  should  be  included 
by  stockholder  in  his  dividends  received.    (T.  D.  2690;  art.  8.) 

Exemption  provided  for  in  Federal  reser\'e  statute,  section  3,  of  the  act  of  October 
22, 1914,  attacnes  to  and  follows  income  derived  from  dividends  on  stock  of  Federal 
reserve  banks  into  hands  of  stockholders,  that  is  to  say,  dividends  received  on  stock 
of  such  banks  are  exempt  from  taxes  imposed  by  acts  of  Septembe?  8,  1916,  as 
amended,  and  of  October  3,  1917;  this  ruling  does  not  contemplate  that  dividends 
paid  by  member  banks  are  exempt  from  the  2  per  cent  tax,  but  such  dividends,  in 
so  far  aa  they  may  be  received  by  other  corporations',  may  be  treated  as  a  credit 
against  net  income  in  computing  the  war  income  tax  imposed  by  Title  I  of  the  act 
of  October  3,  1917.    (T.  D.  2690;  art.  86.) 

Where  banks  or  other  corporations  loan  money  by  discounting  bills  or  notes,  ono 
of  two  methods  shall  be  used  in  determining  amount  of  discount  to  be  reported  as 
income,  namely,  (1)  if  bank  or  cor{)oraUon  makes  practice  of  crediting  discount 
directly  to  '  'discount  account' '  or  to  profit  and  loss,  total  amount  thus  oredited 
during  year  ahall  bo  considered  income,  regardless  of  fact  that  portion  may  repre- 
sent discount  paid  in  advance;  (2)  if  bank  or  corporation  follows  practice  of -cred- 
iting discount  to  ** unearned  discount  account"  and  later,  as  discount  becomes 
earned,  debits  unearned  account  and  credits  "earned  discount  account"  with 
amount  so  earned,  total  amount  credited  to  * 'earned  discount  account''  during 
year  shall  be  considered  income.    (T.  D.  2690;  art.  114.) 

In  case  of  banks  and  banking  associations,  loan  or  trust  companies,  interest  paid 
within  year  on  deposits  or  on  moneys  received  for  investment  and  secured  by 
interest-bearing  certificates  of  indebtedness  issued  by  such  bank,  banking  associa- 
tion, loan  or  trust  company,  may  be  allowably  deducted  from  gross  income  of  such 
corporation.    (T.  D.  2690;  art.  190.) 

Banks  pajdn^  taxes  assessed  against  stockholders  on  account  of  ownership  of 
shares  of  stock  issued  by  such  bank  can  not  deduct  amount  of  taxes  so  paid  unless 
and  to  extent  that  laws  of  State  in  which  they  do  business  by  specific  terms  make 
tax  direct  liability  of  such  banks;  fact  that  State  laws  make  it  duty  of  banks  to  pay 
tax  does  not  necessarily  make  tax  a  liability  of  the  banks,  and  such  payments  are 
not  deductible  from  gross  income  of  such  banks;  rule  applies  only  to  taxes  levied 
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Income  tax— Continued. 
Net  income — Continued. 

upon  value  of  capital  stocky  and  id  not  intended  to  prevent  bank  isom.  deducting 
any  State  tax  impoaed  on  value  of  corporatiou*8  real  estate,  furniture,  and  fixturea, 
or  as  an  excise  or  trancMse  fax;  rule  applies  in  case  of  corporations  other  than  bankH, 
upon  value  of  whose  stock  taxes  arc  assessed  to  the  stocKhoIdcrs.  (T.  D.  2690;  art. 
192.) 

Interest  lecdlved  from  deposits  in  banks  located  within  the  United  States  paid 
to  nonresident  alien  iodividuals  and  corporations  constitutes  income  received  from 
sources  within  the  United  States  and  is  subject  to  withholding  pro\'isions  of  act 
of  October  3,  1917.     (T.  D.  2623;  Dec.  28,  1917.     T.  D.  2652;  Feb.  6,  1918.) 

Collecting  agents,  responsible  banks  and  bankers  receiving  coupons  for  colloo 
tion  with  ownership  certificates  attached  may  present  coupons  with  original  cer- 
liHcates  to  debtor  corporation  or  withholding  agent  for  colfection*  or  original  cer- 
tificates may  be  detacned  and  forwarded  direct  to  Commissioner  of  Internal  Kevo- 
nue,  providing  such  agent  shall  substitute  for  such  certificate  its  own  certificate 
and  ^all  keep  complete  record  of  eacli  transaction  showing  specified  data;  identi- 
fication of  substitute  certificate;  substitute  certificates  discontinued  with  resuei't 
to  ownershiu  certificates  presented  with  coupons  for  collection  by  uonre^iaent 
alien  individuals,  cocporationsi  etc.    (T.  D.  2(^;  art.  43.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corpocaticMis,  aro 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciar>',  or  by 
domestic  or  resident  corporations,  joint-stock  companieB.  asBociatiooB,  insunmce 
companies,  or  partnership,  ownership  certificate  lOOlA  shall  be  executed  by  actual 
owner,  or  by  his  duly  autnori^ed  agent,  when  presenting  item  fbr  collection,  whether 
item  ia  dividend  or  interest  payment,  except  in  case  of  foreign  countr;^*  or  forci<rn 
corporation  having  paying  agent  in  this  country  and  issuing  bonds  containing  ''tax- 
free*'  covenant  dause;  in  such  cases  paying  agent  will  withhold  normal  tax  upon 
interest  on  such  bonds,  and  ownership  certificate,  Form  1000,  properly  modified 
to  show  that  debtor  has  paying  agent  in  this  country,  dbould  be  used,  unless 
owner  desires  to  claim  exemption,  when  Form  lOOlA  should  be  used.  (T.  D.  2759; 
Oct.  2,  1918.) 

Where  bonds  of  foieigu  countries,  or  bonds  or  stocks  of  foreign  corporations,  aro 
owned  b}r  nonresident  alien  individnais,  or  foreign  corporations,  asBociations,  or 
partnerships,  ownership  certificate.  Form  1071,  revised,  shall  be  used  for  and  on 
behalf  of  such  owners  by  any  responsible  bank  or  banker,  either  foreign  or  domestic. 
(T.  D.  2759;  Oct.  2,  191&.) 

Special  tax  on  bankers  -Accrual. 

Burden  is  on  taxpayer  to  establish  by  preponderance  of  evidence  that  tax  col- 
lected or  some  part  of'it  was  not  due.     (T.  D.  2460;  Mar.  17,  1917.    Ct.  Dec.) 

Assets. 

Deposits  and  investments  are  all  equally  assets  of  the  bank,  and  dainos  of  depos- 
itors are  liabtlitiea;  capital,  surplus,  and  undivided  profits  are  what  may  bo  left 
after  satisfaction  of  liabilities  to  depositors  and  other  creditors;  creditors  may  be 
paid  out  of  any  portion  of  the  assets,  and  the  capital,  surplus,  and  undivided  profits 
represent  the  residue  which,  like  claims  of  creditors,  may  be  made  good  out  of  any 
of  the  securities,  cash,  bills  of  excliange,  promissory  notes,  or  other  resources  of  the 
bank,  induding  its  real  estate.    (T.  D.  2460;  Mar.  17, 1917.    Ct.  Dec.) 

Bookkeeping'. 

The  faet  of  employment  or  nonemployment  of  permanent  investments  in  h^nk- 
iu^  is  not  to  be  determined  by  methods  of  bookkeeping,  b^it  by  real  transactionn; 
it  IS  a  question  of  fact  to  be  determined  at  the  trial.  (T.  D.  2460;  Mar.  17,  1017. 
Ct.  Dec.) 

Brokoia. 

A  bank  which  does  not  hold  itself  out  to  the  public  as  cnga^^ed  in  negotiating  pur- 
chases or  sales  of  stock,  bonds,  etc.,  but  merely  negotiates  the  purchase  and  sale 
thereof  fordeposttsors  and  other  patrons,  without  remuneration  and  for  their  acrommo- 
dation  only,  does  not  thereby  incur  liability  to  special  tax  as  a  broker.  (T.  1).  2782; 
Dec.  24,  l&lg.) 
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Special  .tax  on  bankers— ContiBued. 
Capital. 

A  bank  which,  in  addition  to  its  banking  business,  acta  as  trustee,  receiver,  executor, 
or  administrator,  or  engages  in  underwriting  or  promoting  new  enterprises  or  refi- 
nancing old  enterprises,  or  buys  and  sells  securities  on  its  own  account  for  profit,  is 
subject  to  tax  imposed  by  first  parajrraph  of  section  3  of  the  act  of  October  22, 1914, 
upon  total  amount  of  its  capital,  including  surplus  and  undivided  profits,  unless  it 
be  shown  that  specific  portion  of  its  capital  is  used  in  such  other  business  and  that 
such  use-does  not  constitute  banking.    (T.  D.  2895;  July  21, 1919.  Gt.  Dec.) 

Mere  showing  that  specific  portion  of  the  capital,  including  surplus  and  undivided 
profits,  is  usea  in  such  other  business  is  not  alone  sufficient  to  show  that  such 
( apital  is  not  used  in  banking.    (Id.) 

Constitutionality. 

Tax  imposed  on  bankers  by  the  act  of  October  22,  1914,  is  not  unconstitutional  as 
being  a  direct  tax  aiid  not  apportioned.    (T.  D.  2460;  Mar.  17,  3917.    Ot.  Dec.) 

^--  Trust  companies. 

Capital,  surplus,  and  undivided  profits  of  trust  company  doing  business  as 
banker,  invested  in  stocks,  bonds,  and  securities,  are  treated  as  used  and  being  in 
banking,  within  the  meaning  of  section  3  of  the  act  of  October  22, 1914,  and  the  tax 
imposed  is  upon  so  much  thereof  as  are  used  in  the  banking  business.'  (T.  D. 
2460;  Mar.  17, 1917.    Ct.  Dec.) 

Stamp  taxes — Bankers*  acceptances. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  imposed  by  schedule  A  of  Title 
VIII  of  the  act  of  October  3,  1917,  attaches  to  drafts  or  checks  at  the  time  of  deliv- 
ery, if  delivered  within  the  territorial  jurisdiction  of  the  United  States  and  expressed 
to  be  payable  otherwise  than  at  sight  or  on  demand,  but  not  to  drafts  or  checks  not 
yet  delivered  or  delivered  in  a  foreign  country  or  expressed  to  be  payable  at  sight 
or  on  demand,  is  applicable  to  bankers*  acceptances  as  defined  by  the  regula- 
tions of  the  Federal  Keeer\e  Board.    (T.  D.  26H2;  Mar.  26, 1918.) 

Certificates  of  deposit. 

Certificates  of  deposit  are  not  taxed  by  Schedule  A  of  Title  VIII  of  the  act  of 
October  3,  1917.     (T.  D.  2713;  May  14,  1918.) 

- — .Loans. 

Neither  security  agreement  signed  by  prospective  borrower  of  bank,  empowering 
bank  to  apply  any  securities,  money,  or  other  property  of  borrow^er  in  hands  of  bank, 
to  satisfy  debt,  nor  form  of  application  for  the  loan  is  subject  to  stamp  tax  imposed 
by  Schedule  A  of  section  807  of  act  of  October  3,  1917.    (T.  D.  2599;  Dec.  3,  1917.) 

BANKRXTPTCY. 
Income  taxes^Bad  debts. 

Actual  determination  of  worthlessness  of  debt  in  case  of  bankruptcy  is  possible 
only  when  settlement  in  bankruptcy  shall  have  been  had;  only  difference  between 
amount  received  in  distribution  of  assets  of  bankrupt  and  amount  of  approved 
claim  may  be  considered  for  the  purpose  of  deduction.     (T.  D.  2690;  art.  A.) 

Priority  of  Federal  taxes. 

Section  3466,  Revised  Statutes,  is  in  pari  materia  with  sections  64  (a)  and  64  (b)  of 
bankruptcy  act,  and  to  extent  that  it  is  in  conflict  therewith  it  is  superseded  thereby; 
therefore,  no  priority  is  piven  to  Federal  taxes  except  over  creditors,  and  such  taxes 
are  not  entitled  to  prionty  over  administration  expenses  of  the  bankruptcy  proceed- 
ings.   (T.  D.  3000;  Apr.  10,  1920.   Ct.  Dec.) 

Trustees — Distilled  spirits  in  hands  of. 

Under  section  1003  of  act  (October  3,  1917,  tax  on  spirits  in  hands  of  bankruptcy 
court  June  1,  1917,  shall  be  collected  from  purchaser  thereof  by  trustees  in  bank- 
ruptcy or  their  agent,  and  quantity  sold  and  amount  of  tax  collected  during  any 
calendar  month  snail  be  reported  to  collector  of  district  in  which  sales  are  made 
not  later  than  10th  day  of  month  succeeding,  which  report  shall  be  transmitted  to 
Comniissioner's  office,  whereupon  assessment  will  be  made  and  tax  collected  in 
ordinary  course;  person  collecting  tax,  where  it  is  specificallv  charged, as  such 
to  person  to  whom  spirits  are  delivered  or  not,  will  be  held  liable  for  same.  (T!  I>. 
2749;  July  29,  1918.) 
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Tmatees — Continued. 
BetumB. 

Under  section  13^  paragraph  (c),  act  September  8,  1916,  receivers,  trustees  in 
bankruptcy,  or  assignees  in  charge  of  and  operating  property  and  business  of 
corporations,  must  make  returns  of  annual  net  income  ana  pay  tax  regardless  oj 
what  disposition,  subject  to  orders  of  court,  may  be  made  of  such  income;  such 
receiver,  etc.,  stands  in  place  of  corporate  officers  and  must  perform  all  duties  and 
assume  all  liabilities  which  would  devolve  upon  such  officers  were  they  in  control; 
income  which  he  receives  is  income  of  corporation  and  is  subject  to  tax  imposed  in  so 
far  as  it  exceeds  deductions  or  allowances  authorised  by  law,  and  such  receiver, 
etc.,  must  make  true  return  of  each  vear  during  which  he  is  in  custody  and  con- 
trol of  business  or  properties,  and  will  be  liable  to  all  penalties  for  failure  to  meet 
any  of  its  requirements.    (T.  D.  2690;  art.- 209.) 

Copies. 

()opy  of  income  return  may  be  furnished  by  Commissioner  to  person  who  ma'le 
return  or  to  his  duly  constituted  attorney,  or  if  entity  is  in  hands  of  trustee  in  bank- 
ruptcy, to  such  trustee  upon  written  application  for  same,  accompanied  by  satisfoc- 
tory  evidence  that  applicant  comes  within  this  provision .    (T .  D .  2962 ;  Jan .  7 , 1 920. ) 

Stamp  tax  on  bonds. 

Indemnity  or  surety  bonds  given  by  trustees  in  bankniptcy  for  purpose  of  quali- 
fying as  such  are  bonds  retjuired  in  legal  proceedings,  and  therefore  exempt  from 
taxation  under  Schedule  A,  act  of  October  3,  1917.    (T.  D.  2647;  Feb.  2,  1918.) 

BASEBALL. 
Balls  and  bats — Excise  taxes. 

The  tax  imposed  by  section  600  (f)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  bats  and  balls  are  sold  by  the  manufacturer.  (T.  D.  2719;  Art. 
XVII.) 

Where  baseball  bats  or  other  sporting  goods  taxable  under  section  600(f),  act  of 
October  3, 1917,  are  preimred  in  final  marketable  form  by  A,  who  marks  or  labels  them 
only  iftdth  the  name  or  trade-mark  of  B,  who  on  their  being  delivered  to  him  sells 
them  without  further  manufacture  to  his  own  customers,  if  transaction  between  A  and 
H  18  an  actual  sale  and  not  merely  employment  of  A  by  B  to  manufacture  the  articles 
as  his  agent  at  a  specified  profit,  A  is  the  ''manufacturer  "who  is  liable  for  the  tax; 
article  2  of  Regulations  No.  44  can  not  be  construed  as  adopting  any  of  the  provisions 
of  article  21.    (T.  D.  2795;  Feb.  26,  1919.) 

Games — Admissioiis. 

Admissions  of  baseball  reporters  and  telegraphers,  occuppng  special  space  at 
baseball  parks,  and  admitted  by  passes  issued  by  baseball  writers'  association,  are 
exempt  from  tax  under  section  700  of  the  act  of  October  3,  1917.  (T.  D.  2681: 
Mar.  26, 1918.) 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  are  redeem- 
able in  cash  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
office  statement  for  the  canceled  game  may  be  marked  "Canceled,"  but  in  its 
next  return  the  tax  must  be  accotmted  for  by  the  club  on  any  tickets  not  redeemed 
as  shown  by  comparison  of  box-office  statement  for  canceled  game  with  statements 
for  subsequent  games.    (T.  D.  2681;  Mar.  26,  1918.) 

BEEF,  IBON,  AND  WINE. 
Beverages. 

See  "  Beverages, " 

BEEB. 
See  "Fermented  Liqtiors." 

Boot  beer. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3,  1917,  is  1  cent  for  each  gallon 
of  root  beer  manufactiired  and  sold  by  manufacturer  of  carbonic  acid  gas  used  in 
carl^onating  same;  tax  attaches  when  person  who  manufactures  and  sells  root  beer 
is  also  manufacturer,  producer,  or  importer  of  carbonic  acid  gas  used  in  its  manu- 
facture; such  root  beer  is  tiot  taxable  when  manufacturer  buys  his  own  carbonic 
acid  gas  and  pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 
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BENEFICIARY   SOCIETIES. 

Capital  stock  tax. 

1'ra.ternal  beneficiary  society,  oeder,  or  assoc-iatioa,.  operatiiijg  under  the  lodge 
system  or  for  the  exclusive  benefit  of  the  members  of  a  tratecnity  itself  operaiinc; 
under  the  lodge  system,  and  providing  for  payment  of  life,  sick,  accident,  or  other 
benefits  to  members  of  such  society ,  order,  or  aaeociatiou^  or  their  depen'lents,  i» 
exempt  from  tax  imposed  bv  section  407  of  the  act  of  September  8,  1916.  (T.  1>. 
2383;  Oct.  la,  191G.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Income  tax — ^Exemptions. 

BeneOciary  society,  order,  or  as^odation  operating  under  lodue  eysteni  or  for  ex- 
clusive benefit  of  members  of  a  fratemitv  itself  ope»tin<?  nnaer  iodge  system  is 
exeuipt  from  tax,  without  condition;*  collector,  being  satisfied  tibot  oiganisation 
comes  within  exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  relieve 
it  from  necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 

Society  or  association  "operating  under  the  lodge  syst^n/'  whidk  10  exempted 
under  the  fNrovisione  of  the  meoooe-tax  act,  i?  coinsidered  to  be  one  oi^nized  aador 
a  chartifT  with  properly  appoiAted  or  elected  officers  with  an  adopted  ritual  or  cere- 
iQOuial,  holding  meetings  at  stated  intervals,  and  supported  by  does,  lees,  er  aasesn- 
ments.    (T.  D.  2690;  art.  239.) 

Til  order  that  fraternal  beneficiary  societies,  mutual  iuduranco  companies*  etc., 
may  be  exempted ,  it  is  not  sufficient  that  they  merely  chdm  exemption,  but  it  must 
be  shown  by  affidavit  or  odierwise  to  satiafaction  of  Commissioner  of  Inteftial  Reve- 
nue that  conditions  set  forth  in  exempting  provisioBs  have  been  fnllv  met.  (T.  T>. 
2690;  art.  239.) 

(Congress  exempted  certain  cooperative  enterx)rifes from  all  income  taxation,  hut, 
with  the  exception  of  fraternal  beneficiary  societiea,  it  imposed  in  express  terms 
such  taxation  upon  "every  insurance  company.'*  (T.  D.  3046;  July  19,  1920. 
Ct.  Dec.) 

Insurance — Exemptions  from  tax. 

Fraternal  beneficiary  society,  order,  or  assixriation,  operating  under  lodge  system 
or  for  exclusive  benefit  of  members  of  fraternity  itself,  operating  under  lodge  system, 
and  ])roviding  for  payment  of  Hfo,  sick,  accident,  or  other  beneuts  to  the  members  of 
such  society  or  oraor  or  their  dependents,  is  exempt  from  tax  on  insurance.  (T.  D. 
258S;  Nov.  21,  1917.) 

BBNEPIT  PEBFOBMANCES. 

Admissions. 

Where  proceeds  of  admissions  inure  exclusively  to  benefit  of  religious,  educa- 
tional, or  charitable  institutions^  societies,  or  organizations,  admiiisioas  are  not  tax- 
able ;  chai-acter  of  organization  for  which  benefit  is  given  and  not  purpose  of  particttlar 
benc^t  is  controlling;  admifisions  to  entertainments^for  charity  are  taxable  if  funds 
arc?  admin istered  by  any  persons  or  organizations  other  than  religious^  educational, 
or  charitable  institutions,  societies,  or  organizations;  admissions  to  school  or  college 
athletic  conteets  and  other  college  entertainments  are  not  taxable  if  proceeds  go  to 
school  or  college,  but  thev  arc  if  proceeds  are  used  to  support  athletics  or  other  sep- 
arate purposes.    (T.  D.  2681;  Mar.  26,  1918.) 

BETTEBMENTS. 

Sec  "Improvements." 

BEVEBAaSS. 

Alcohol. 

Alcohol  may  be  withdrawn  free  of  tax  under  act  of  May  3,  1878,  as  amended  by 
act  of  July  8,  1916.  for  use  in  surgical  operations  and  treatment  of  patients,  and 
alcohol  so  withdrawn  by  hospitals  and  sanitariums  may  be  used,  even  tlkou^  they 
maintain  no  educational  facilities;  provided,  however,  that  alcohol  so  wit'Edrawn 
shall  not  be  used  as  a  beverage  nor  in  any  way  for  the  manufacture  or  compound!^ 
of  a  beverage  for  use  in  any  such  institution  or  elsewhere;  privilege  of  withdrawn 
will  not  be  extended  to  any  institution  conducted  directly  or  indirectly  for  profit 
or  from  operations  of  which  anjr  profit,  other  Utam  hir  and  reasonable  compensation 
for  services  performed,  is  derived  by  any  stockholder,  officer,  or  other  person; 
withdiawab  must  be  according  to  method  and  subject  to  restrictions  imposed  by 
T.  D.  2496.     (T.  D.  2745;  July  5,  I^IS,) 


Digitized  by  VjOOQIC 


BEVBRAGfiS^  59 

Alcoholic  medicinal  preparations. 

Alcoholic  medicinal  preparations  held  to  be  iiisiifficieotly  medicatOil  to  render 
them  unfit  for  use  fcs  a  beverage  listed.    (T.  D.  2544;  Oct.  19,  1917.) 

Cauftxnan's  ginger  brandy  not  taxed  as  a  proprietary  medicine,  thous;h  label  t>howd 
medicinal  claims;  being  an  alcoholic  compound  beve»(^,  only  alcohol  tax  paid  at  ilio 
rate  of  $3.25  per  gallon  may  be  used  in  compounding  it,  and  no  distilled  spirite  fer- 
mented after  11  o'clock  p.  m.  of  September  8, 1917,  may  be  naod  in  its  manufacture; 
tax  of  15  cents  per  proof  gallon  required  on  all  compound  in  possession  of  rectifier 
on  October  4, 1917,  or  thereafter  produced;  additional  floor  tax  on  product  roust  be 
paid  after  inventory  and  return  in  same  manner  as  floor  taxes  on  distilled  spirits. 
(T.  D.  2536;  Oct.  13,  1917.) 

So-called  nonbeverage  alcohol  taxable  at  rate  of  $2.20  per  proof  gallon  muft  not 
be  dispensed  under  physician's  prescription,  unless  in  compounding  thereof  Rame 
18  so  medicated  as  to  render  it  absolutely  unfit  for  use  as  a  bever^e;  in  case  of  pre- 
scription compounding  druggist  will  be  held  responsible  as  to  sufnciency  of  medica- 
tion.    (T.  D.  2593;  Nov.  27, 1917.) 

Alcohol  held  on  October  3, 1917,  by  manufacturers  of  proprietary  medicines  for 
use  in  manufactuie  of  medicines  is  subject  to  floor  tax,  unless  on  day  act  of  October  3, 
1917,  took  effect  it  was  in  proceas  of  manufacture  and  had  been  rendered  unfit  for 
beverage  purposes.  (T.  D.  2547;  Oct.  22,  1917.  Overruled  by  T.  D.  2643;  Jan. 
28,  ,1918.) 

Instructions  with  reference  to  permit  to  make  United  States  Pharmacopcpia  or 
Natioiml  Formulary  products;  also,  with  reference  to  alcoholic  medicinal  compounds 
not  in  conformity  to  United  States  Pharmacopceia  or  National  Formu]ar\s  state- 
ment required  of  mannfactarers;  demand  for  tormula  and  proceas  by  which  articlo 
is  manuibctured;  reference  of  matter  of  whether  compound  is  beventge  to  Commis- 
sioner of  Internal  Revenue.    (T.D.2576;  Nov.  10,1917.    T.D.2788;  Feb. 6,1919.) 

Special  tax  required  for  sale  of  preiiarations  insufficiently  medicated  to  render 
them  unflt  for  use  as  a  beverage,  even  though  such  sales  arc  for  medicinal  use. 
(T.  D.  2544;  Oct.  19,  1917.) 

Where  any  preparation  containing  more  than  one-half  of  1  per  cent  of  alcohol 
by  volume,  whether  sold  as  medicine  or  flavoring  extract  or  in  any  other  manner, 
does  not  conform  to  req[uired  standard,  liability  will  be  asserted  to  tax  at  beverage 
rate  on  alcohol  used*  similar  action  will  be  taken  in  case  of  preparation  made  m 
conformity  with  sucn  standard  if  sold  by  a  manufacturer  for  beverage  purposes. 
(T.  D.  2760;  Oct.  9,  1918.) 

Manufacturers  ol  flavoring  extracts  who  do  not  pay  special  tax  must  comply 
with.  stan«Iards  prescribed  by  Secretary  of  Agriculture;  if  no  standard  has  been 
prescribed,  liability  to  special  tax  will  be  regarded  as  incurred  on  account  of 
manufacture  of  flavoring  extracts,  as  well  as  of  essences,  soft  <lrinks,  sirups,  etc., 
if  finished  product  contains  more  alcohol  than  is  necessary  to  cut  the  oils  or  extract 
the  desired  active  princii^es  and  hold  them  in  solution.    (T.  D.  2760;  Oct.  9, 1918.) 

Persons  who  manufacture  or  deal  in  alcoholic  medicinal  preparations,  flavoring 
extracts,  etc.,  even  though  made  in  accordance  with  standards  prescribed,  are  only 
relieved  from  special  tax  liability  so  long  as  they  make  sales  for  legitimate  purposes 
only;  if  preparation  containing  more  tlian  one-half  of  1  per  cent  of  alcohol  by 
volume  is  sold  for  beverage  purposes  or  under  circumstances  warranting  reasonable 
belief  that  it  is  to  be  used  as  a  beverage,  liability  to  tax  will  be  asserted  r^ardless 
ol  what  other  ingredients  preparation  may  contain.    (T.  D.  2760;  Oct.  0,  19is.) 

Apothecaries  will  not  be  charged  with  liability  to  special  tax  on  account  of  sale 
in  quantities  not  exceeding  1  pint  of  alcohol  for  batliing  or  antiseptic  purposes, 
providing  it  is  compounded  prior  to  sale,  but  not  in  bulk  or  in  advance  of  orders, 
in  such  manner  aa  to  make  it  unfit  for  use  as  beverage;  approved  formulas  for 
purpose  of  rendering  alcohol  unfit  for  beverage  stated;  containers  of  alcohol  treated 
in  such  manner  must  bear  "poison"  labels.    (T.  D.  2760,  Oct.  9,  1918.) 

Apple  dder. 

Sweet  ^ple  cider  is  taxed  under  section  313  (b)  of  act  of  October  3, 1917,  if  it  con- 
tains less  than  one-balf  per  cent  of  alcohol  and  no  added  sugar.  (T.  D.  2719;  Ait . 
XXXI.) 


The  tax  imposed  by  section  313  (b)  of  act  of  October  3, 191 7 ,  is  1  cen  t  for  each  gall  on 
of  carbonatea  waters  and  beverages  manufactured  and  sold  by  the  manufacturei  of 
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manufa<:ture8  and  (b)  eells  such  waters  and  bevera^gfcs  is  also  (c)  the  manufacturer, 
producer,  or  importer  of  the  carbonic  acid  gas  used  in  their  manufacture;  soda  foun- 
tain proprietor  manufacturing  his  own  carbonic  acid  gas  must  pay  tax  on  carbonated 
drinks  dispensed  at  such  fountain;  carbonated  waters  or  beven^es  are  not  taxable 
when  manufacturer  buvs  his  carbonic  acid  gas  and  pays  tax  of  5  cents  per  T>ound. 
(T.  D.  2719;    Art.  XXXII.) 

Carbonic-acid  gas. 

Tax  imposed  by  section  315  of  the  act  of  October  3, 1917,  is  5  cents  for  each  pound 
of  carVionic  acid  pas  in  drums  or  containers  sold  by  the  numufacturer,  if  intended,  for 
use  m  the  manufacture  or  nroduction  of  carbonated  water  or  drinks,  including  fer- 
iiiented  liquors  containing  less  than  one-half  per  cent  of  alcohol;  carbonic  acid  gas 
used  in  drawing  beer  from  containers  or  in  operation  of  refrigerating  plant",  or  in 
preserving  food  products,  or  in  manufacture  of  beverages  containing  otie*half  per 
cent  or  more  of  alcohol,  is  not  subject  to  the  tax;  in  all  cases  of  sales  of  carbonic  acid 
pas  for  use  other  than  in  the  manufacture  of  carbonated  water  or  other  diiBk3,  manu- 
:.  fafturer  must  prominently  stamp  on  or  affix  to  container  a  warning,  as  follows: 
,' '  Federal  tax  not  paid.  Unlawful  to  ase  in  the  manufacture  of  beverages. ' *  (T.  D. 
2719;  Art.  XXXV.) 

Tax  imposed  by  section  315  of  the  act  of  October  3,  1917,  on  carbonic  acid  gas,  is 
to  be  paid  to  manufacturer  by  producer  of  such  gas  at  the  time  of  sale,  and  mrmer 
must  collect  amoimt  of  tax  and  make  monthly  returns  under  oath  in  dupycate,  on 
Form  726,  and  pay  taxes  S9  collected  to  collector  of  district  in  which  his  principal 
office  or  place  of  business  is  located;  returns  are  to  be  rendered  and  tax  paid  on  or 
before  last  day  of  each  month,  covering  transactions  of  preceding  month,  first 
return  to  cover  all  transactions  since  October  3,  1917.    (T.  D.  2719;  Art.  XXXVI.) 

Carbonic  acid  gas  used  in  drawing  beer  from  containers  is  not  subject  to  tax  im- 
posed by  section  315  of  the  act  of  October  3, 1917.    (T.  D.  2719;  Art.  XXXV.) 

Computation  of  tax. 

In  computing  tax  a  fractional  part  of  a  cent  should  be  disregarded  unless  it 
amotmte  to  one-half  cent  or  more,  in  which  case  it  should  be  increased  to  a  full  cent. 
(T.  D.  2719;  Art.  XXXIX.) 

Definitions. 

A  *  'soft  drink* '  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  nonintoxicating  beverage,  containing  less  than  one-half  per  cent  of  alcohol. 
(T.  D.  2719;  Art.  XXIX.) 

An  'extract"  is  a  preparation  supposed  to  posgess  the  characteristic  property 
ir  virtue  of  the  original  substance  m  concentrated  form,  and  includes  essences, 
flavoring  extracts,  and  tho  like.    (T.  D.  2719;  Art.  XXIX.) 

A  "  prepared  sirup  "  is  a  simple  sirup  with  flavoring  and  perhaps  other  materials; 
a  simple  sirup,  which  is  not  taxable,  is  a  preparation  of  sugar  and  water,  or  rock 
candy  and  water.     (T.  D.  2719;  Art.  XXIX.) 

"Other  similar  places,"  as  used  in  Action  313  (a)  of  the  act  of  October  3,  1917, 
includes  all  places  where  soft  drinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

A  ''bottler,"  within  section  313  (c)  of  act  October  3,  1917,  is  the  producer  or  any 
person  who  puts  a  liquid  in  bottles  or  other  closed  containers  and  sells  it.  (T.  D. 
2719;  Art.  XXXIII.) 

A  "dealer,"  within  section  1007  of  act  October  3,  1917,  does  not  refer  to  or 
include  a  purchaser  for  his  own  use,  unless  such  use  is  the  manufacture  or  produc- 
tion ol  another  article  intended  for  sale.    (T.  D.  2719;  Art.  XXXVII.) 

Distilled  spirits— Bonds. 

Persons,  firms,  or  corporations  (except  distillers  and  proprietors  of  bonded  ware- 
hoiises,  making  deliveries  in  original  tax-paid  packages,  who  are  already  required 
to  give  bonds)  desiring  to  use  or  sell  or  to  use  and  sell  distilled  spirits  for  other  than 
beverage  purposes  must  apply  for  permit  and  file  bond,  with  corporate  surety  or 
with  two  personal  sureties  who  qualified  on  Form  33,  to  be  approved  by  collector; 
bond  with  personal  sureties,  without  justification  by  the  sureties  on  Form  33,  may 
be  accepted  on  certain  conditions;  single  bond  authori7.ed  where  same  person  or 
corporation  is  operating  number  of  drug  stores  in  same  city.  (Tr  D.  2559;  Octk  26« 
1917.    T.  D.  2570;  Nov.  10.  1917.    T.  D.  2788;  Feb.  6, 1919.) 
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Books  and  transcripiB. 

Distillers  and  storekeepers  required  to  make  certain  entries  on  their  records  when 
packages  of  distilled  spirits  are  sent  out  from  distillery;  rectifiers  reouired  to  make 
certain  entry  in  record  when  spirits  are  received  for  rectification;  wholesale  liquor 
dealers  required  to  make  entry  on  book  52  and  on  md;>nth]y  transcripts.  (T.  D. 
2559;  Oct.  26. 1917.    T.  D.  2788;  Feb.  6,  1919.) 

Biandy. 

Fermenting  and  distilling  of  any  materials  for  production  of  beverage  brandy 
after  September  8,  1917,  is  prohibited;  brandy  produced  from  grapes  maybe  dis- 
tilled for  fortifying  sweet  wines  under  act  of  September  8, 1916,  andac  t  of  August  10, 
1917;  brandy  may  be  produced  from  materials  fermented  after  September  8,  1917, 
for  nonbeverage  purposes.    (T.  D.  2559;  Oct.  26,  1917.    T.  D.  2788;  Feb.  6.  1919.) 

Ccunproxnise  of  violation  of  law. 

Any  violation  of  law  or  reT;uIations  which  is  violation  of  act  of  August  10,  1917, 
only,  can  not  be  made  subject  of  compromise  by  (Commissioner  of  Internal  Revenue, 
under  secti6n  3229,  Revised  Statutes,  which  section  is  applicable  to  offenses  arising 
under  internal  revenue  laws  only.  (T.  D.  2559;  Oct.  26,  1917.  T.  D.  2788;  Feb. 
6,  1919.) 

l^Ioor  tax. 

All  distilled  spirits  in  possession  of  manufacturing  chemists,  pharmacists,  or  any 
other  person  held  for  sale,  although  not  for  sale  as  distilled  spirits  on  October  4, 1917, 
are  suoject  to  additional  floor  tax  at  $1.10  or  12.10  jper  proof  gallon  as  case  may  be; 
distilled  spirits  in  possession  of  manufacturers  on  Octooer  4,  1917,  which,  in  legiti- 
mate processes  of  manufacture,  had  been  rendered  imfit  for  use  as  beverages,  are 
not  subject  to  additional  floor  tax.  (T.  D.  2566;  Oct.  27,  1917.  Overruled  by 
T.  D.  2643;  Jan.  28,  1918.) 

^—  Labels. 

Distilled  spirits  manufactured  for  other  than  beverage  purposes  from  foods, 
fruits,  etc.>  fermented  after  September  8,  1917,  when  entered  into  warehouse  must 
beau*  printed  label,  to  be  provided  by  distiller,  bearing  stated  legend;  manner  of 
affixing  label  and  form  thereof  stated;  pasting  on  metal  packages;  signatures;  adver- 
tising matter;  changing  spirits  from  one  container  to  another;  effacement  and  oblitp 
eration.  (T.  D.  2520;  Aug.  30,  1917.  T.  D.  2523;  Sept.  11,  1917.  T.  D.  2559; 
Oct.  26, 1917.    T.  D.  2788;  Feb.  6, 1919.) 

^ —  Losses. 

^Tiere  losses  occur  from  s])irits  covered  by  bond,  rate  of  tax  to  be  asserted  in  con- 
nection with  such  losses  will  be  16.40  per  gallon  when  bond  is  written  in  penal  sum 
measured  by  that  rate  of  tax;  when  penal  sum  of  bond  covers  tax  at  rate  of  $2.20 
a  gallon,  assessment  on  account  of  losses  will  be  made  at  that  rate,  unless  it  shall 
appear  that  spirits  or  any  part  thereof  were  diverted  to  beverage  purposes,  or  for 
use  in  manufacture  or  pnxiuction  of  any  article  used  or  intended  for  use  as  a  bever- 
age, in  which  event  tax  will  be  assessed  at  rate  of  $6.40  a  gallon.  (T.  D.  2821;  Apr. 
10,  1919.) 

'—-  Materials  prohibited  in  manufacture. 

Manufacture  of  distilled  spirits  from  foods,  fruits,  food  materials,  or  feeds,  for 
beverage  purposes  prohibited  after  September  8,  1917  j  use  of  distilled  spirits  mami- 
factured  from  such  materials  after  September  8, 1917,  m  manufacturing  or  preparing 
beverages  or  sale  of  such  spirits  for  beverage  purposes  forbidden;  materials  prohib- 
ited for  use  in  producing  beverage  spirits  held  to  include  cereals,  tubers,  fruits, 
cannery  refuse,  sour  wine,  etc. ;  production  of  grape  spirits  solely  for  use  in  fortifica- 
tion of  sweet  wines  under  act  of  September  8,  1916,  not  within  prohibition.  (T.  D. 
2520;  Aug.  30,  1917.  T.  D.  2523;  Sept.  11, 1917.  T.  D.  2559;  Oct.  26, 1917.  T.  D. 
2788;. Feb.  6,  1919.) 

Section  15  of  the  act  of  August  10,  1917,  contemplates  that  where  foods,  fruits,  food 
materials  or  feeds  are  used  in  manufacture  of  distilled  spirits  for  beverage  purposes 
all  fermentation  I  must  be  finished  not  later  than  11  o'clock  p.  m.  of  September  8, 
1917.    (T.  D.  2520;  Aug.  30,  1917.    T.  D.  2523;  Sept.  11,  1917.) 

Dilute  saccharine  liquid,  derived  from  sawdust,  wood- waste,  pulp,  and  like  bases, 
18  mat^ial  from  which  the  production  of  distilled  spirits  for  oeverage  purposes  is 
prohibited  by  Section  15  of  the  food-control  act  of  August  10,  1917.  (T.  D:  2526; 
Sept.  25,  1917.) 
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•— —  Materials  prohibited  in  manufacture — Continued. 

Internal  revenue  storekeeper-gaugers  and  stordceeper-gEOigefs  maofi^oA  as  gaugers, 
will  be  guided  b>r  act  of  August  10,  1917,  and  regulatiens  and  rulings  thereunder, 
and  will  not  permit  the  use  in  the  production  of  beverage  epiritsof  anv  material  iield 
by  T.  D.  2559  to  be  foods,  fruits,  food  matoial,  or  feed.  (T.  D.  2576;  Nov.  10, 1917.) 
Spoiled  cereals  may  not  be  us^d  in  the  production  of  beverage  spirtB,  but  ma^^ 
be  iised  in  production  of  nonboverage  spirits.     (T.  D.  2582;  Nov.  17,  1917.) 

^Nonbevera^  products. 

Distilled  spirits  for  other  than  beverage  purposes  may  be  used  only  in  the  arts, 
sciences,  and  trades,  where  circumstances  are  such  that  there  can  be  no  probability 
that  the  spirits  will  be  used  or  sold  for  beverage  purposes  or  in  the  manufactiue  or 
production  of  any  article  intended  for  use  as  a  beverage;  medicinal,  culinary,  and 
flavoring  extracts;  cosmetics  and  toilet  preparations;  proprietary  medicines;  potable 
proof  spirits.    (T.  D.  2559;  Oct.  26, 1917.    T.  D.  2788;  Feb.  6, 1919.) 

Distillers  producing  nonbevera^e  spirits  under  act  of  August  10, 1917,  reguited  to 
conserve  animal  feed,  contained  in  residue  or  slop,  after  distillation  of  spirits  from 
cereals.    (T.  D.  2582;  Nov.  17,  1917.) 

Distillers  producing  alcohol  exclusively  for  other  than  beverage  purposes  may 
operate  on  Sundays,  and  collectors  may  require  storekceper-gaugersanastorekeeper- 
gaugers  in  capacity  of  gangers  to  remain  on  duty;  notation  to  be  made  on  \nottcners 
for  monthl}r  compensation  to  effect  that  distilleries  were  in  operation  under  provis- 
ions of  section  3^2  of  act  of  October  3,  1917;  distillers  manufacturing  ethyl  alcohol 
for  nonbeverage  purposes  exclusively  may  be  granted  permission  to  fill  fermenting 
tubs  in  sweet-mash  distiUery  not  oftener  than  every  48  hours.  (T.  D.  2636;  Ian. 
24,  19ia) 

Distilled  spirits  held  b v  manufacturers  and  intended  not  for  sale  as  spirits,  but  for 
manufacture  into  nonbeverage  products,  are  not  subject  to  taxation  under  section 
303  of  act  of  October  3,  1917.     (T.  D.  2643;  Jan.  28,  1918.) 

Homeopathic  pharmacists  who  are  unwilling  to  take  out  permits  and  give  bonds 
required  may  purchase  and  use  nonbeverage  alcohol  produced  from  materials  fer- 
mented prior  to  11  o'clock  p.  m.,  September  8, 1917,  and  taxable  at  the  rate  of  13.20 
per  proof  gallon.    (T.  D.  2699;  Apr.  16, 1918.) 

Penalties  for  violating  law  and  regulations. 

Storekeeper-gaugers,  storekeeper-gaugera  assigned  as  gaugers,  and  deputy  collec- 
tors required  to  report  to  immediate  superiors  and  revenue  agents  and  collectors 
required  to  report  to  Commissioner  violations  of  law  and  regulations  of  date  of  Oct<^ 
ber  26,  1917;  penal t^r  for  violation  of  regulations  stated;  violation  of  law  or  r^fula- 
tions  which  is  violation  of  act  of  August  10,  1917,  only,  not  subject  of  coiBpromisc 
by  commissioner  under  section  3229,  Revised  Statutes.  T.  D.  2569;  Oct.  26^  1917. 
T.  D.  2788;  Feb.  6.  1919.) 

Permits.    ' 

All  persons,  firms,  or  corporations  desiring  to  use  or  sell,  or  to  use  and  sell  distilled 
spirits  for  nonbeverage  purposes  required  to  file  application  for  permit;  all  persons 
forbidden  to  sell  or  deliver  distilled  spirits  for  use  or  sale  or  for  use  and  sale  for  non- 
beverage purposes,  if  produced  subsequent  to  S<^tember  8, 1917,  or  tax  paid  at  rate 
of  $2.20  per  proof  gallon  toany  person^  etc.,  not  qualified,  and  then  only  upeadcdiverv 
of  application  therefor  in  due  lorm;  contents  ot  application:  to  wh^  persaits  will 
be  issued;  recall  of  permits.  (T.  D.  2569;  Oct.  26, 1917.  T.D.2576;N«^^  10^  1917. 
T.  D.  2788;  Feb.  6,  1919.) 

- —  Residue  of  distilleries. 

Residue  from  industrial  distilleries  containing  leas  than  one-lialf  of  1  per  cent  of 
alcohol  by  volume,  used  in  making  nontaxable  beverages,  may  be  manipulated  by 
cooling,  flavoring,  carbonating,  settling  and  filtering  on  the  distillery  premises  or 
on  the  brewery  premises,  or  transferred  from  distillery  premises  to  other  prem- 
ises for  bottling  by  means  of  unstamped  packages  unfui^  those  ordinarily  used 
for  containing  fermented  Kquor,  or,  if  like  packages  are  used,  both  heads  to  be 
equipped  in  solid  color  with  certain  lettering.    (T.  D  2564;  Oct.  26,  1917.) 

• Withdrawals. 

Regulations  relative  to  sale  and  use  of  distilled  spirits  for  nonbeveragse  purposes 
under  acts  of  August  10,  1917,  and  October  3,  1917,  do  not  i^»ply  to  aloohok  with- 
drawn for  denaturation,  to  alcohol  withdrawn  for  scientific  purpoaee^  to  dialed 
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Bxstilled  spiriis — Continued. 

Withdrawals — Continiied. 

spirits  withdrawn  for  use  of  Umted  States  free  of  tax  under  section  3464,  Ilcviscd 
?»tatuto8,  or  to  spirits  withdrawn  for  export.  (T.  D.  2559;  Oct.  26,  1917.  T.  O. 
2788;  Feb,  6,  1919.) 

Applicant  for  ^\athdra*al  or  purchase  erf  nonbeverage  spirits  will  make  out  appli- 
cation in  triplicate,  filling  in  necessarj'  data  mlhin  his  knowledge;  instruct  ions 
\\ith  relation  to  distribution  of  spirits;  application  to  be  delivered  to  lendor  cI 
Epirits  who  will  fill  in  necessary  data;  dispoeition  of  triplicatee;  approval  of  col- 
\vi.'tOT  in  advance  of  withdrawal  or  purchase  not  required;  applicant  must  .sit;n 
certificate  in  prepared  spaces  without  making  affidavit.  (T.  D.  2576;  Nov.  10, 
1917.  T.  D.  2788:  Feb.  6,  1919.) 
Exports. 

Articles  may  be  normally  exported  in  several  wavE — (1)  they  may  to  shipped 
In'  the  manufacturer  to  agent  in  foreign  country  and  after  reacning  there  may  bo 
Eold  by  the  agent  j  (2"^  they  may  be  shipped  by  manufacturer  to  foreign  piirchas<»r 
to  fill  orders  received  by  agent  in  foreign  coimtrj';  (3}  they  may  lo  shipped  by 
manufacturer  to  foreign  purchaser  to  fill  orders  recmTd  by  mamifacturcr  in  united 
States:  (4)  they  may  be  sbipi)ed  by  manufacturer  to  foreign  purchaser  to  fill  ordci-a 
solicited  bv  mail  and  received  hv  mail  from  foreign  purchajper;  T.  D.  2730  siiper- 
seded.     (T.  D.  2781;  Dec.  20,  1918.) 

Taxes  imposed  by  section  313  and  315  of  the  act  of  Octf»ber  3,  1917.  do  not  apply 
to  articles  sold  in  foreign  commerce  by  any  of  th\.'  methods  outlined  by  manu- 
factorer,  producer,  or  importer  located  in  one  of  the  several  States  of  the  Unitod 
States;  this  ruling  applies  only  to  cases  of  exnortation  by  manufacturer  making  the 
sale  on  which  but  for  the  exportation  he  would  l)c  liable  for  the  tax,  the  tax  there- 
fore applying  to  articles  sold  for  domeptic  deli  vcrv,  but  exported  by  or  at  the  instance 
of  the  buyia:  T.  D.  2739  revoked.     (T.  D.  278!  ;*  Dec.  20,  1918.) 

Taxes  imx>O0ed  by  such  6ectv»ns  313  and  315  of  the  act  of  October  3,  1917,  apply, 
however,  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Terri- 
tory elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from  United 
States  to  any  of  its  island  or  other  possessions,  including  the  C^nal  Zone,  except 
that  nnder  acts  of  Con^reBs  articles  going  from  United  States  into  the  West  Indian 
Islands,  or  into  the  Philippine  Islaniis  or  Porto  Rico,  ai^  exempt  to  same  extent  as 
articka  exported  from  a  State  to  a  foreign  country.    (T.  D.  27S1;  Dec.  20,  1W8.) 

Sale  to  concern  doing  husinesR  in  United  States  is  sale  for  domestic  delivery 
unkes  terms  of  order  or  contract  of  sale  sho>w  the  seller  is  to  export  article  or  that  ho 
is  to  make  such  delivery  of  it  as  will  result  in  its  expor^tion.  Examples  of  sale  by 
manufacturer  which  are  so  taxable,  notwithstanding  ultimate  exportation  of  articles 
Eold,  are:  (1)  Sale  to  dealer  in  United  States,  effected  by  compliance  with  his 
shipping  instructions  to  export,  given  8u})sequent  to  contract  of  sale  wliich  did  not 
require  shipment;  (2)  sale  to  exjwrt  commission  house  in  United  States,  wliich  is 
efkicted  by  eliipment  consigned  to  commission  house  at  doaneatic  port  and  which  is 
followed  by  immediate  exportation  to  foreign  buyer  in  whose  behalf  purchase  was 
made;  (3)  sale  to  corporation  in  United  States  which  immediately  exports  to  for- 
eign concern  of  which  it  is  a  subsidiary;  (4)  sale  to  member  of  foreign  partners!) ip 
conducting  buying  businees  in  United  States  for  liis  firm  and  exjiorting  artidr-s 
bought.  In  such  ceifcs  apphcaii(»i  of  tax  is  not  affected  ])y  iirovision  in  contract  of 
sale  requiring  buyer  to  use  or  dispose  of  articles  sold  only  in  some  foreign  countrv. 
(T.  D.  2781;  Dec.  20,  1918.) 
Bxtracts  and  airups. 

Nonbeverage  distille<l  spiritH  taxable  at  rate  of  $2.20  per  proof  gallon  may  bo 
used  by  manufacturers  of  flavoring  oxtract8  where  such  extracts  are  untit  for  use  an 
a  beve'ragn.  and  such  oxtrat^ts  may  in  turn  be  ust^d  in  manufacturiujr  bovcrairo^. 
(T.  D.  25«f?;Oct.  27,  1917.) 

Alcohol  tux  paid  at  rate  of  ?2.20  per  gallon,  whether  produced  frun\  mnterial.j 
fermented  bciorc  or  after  September  9, 1917,  may  be  used  in  manufuctiirc  of  bona 
tide  flavoring  extracts,  which  themselves  are  not  tit  tor  bevera^^  purposes;  Kiuh 
.  flavoring  extractij  may  be  subsequently  uc?od  for  flavoring  be\  erages  vrhetbtT  alco- 
holic or  not.    (T.  D.  2567:  Oct,  30, 1017.) 

There  is  no  piovisioa  against  uping  flavoring  extr^Lctb  which  contikiu  some  aU  ohol 
to  flavor  sirups  that  aro  tc  be  vised  in  manufacturing  soft  drinks.  (T.  D.  2570.  Nov. 
«,  15>17.> 

Extracts  to  bo  used  for  household  purposes  are  not  taxable.  (T.  1>.  2570;  Nov. 
6,  1917.) 
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Extracts  and  sirups — Continued. 

Distilled  Bpints  used  in  manufacture  of  ordinary  flavoring  extracts  are  subject 
only  to  additional  tax  of  11.10  per  proof  gallon  impose<l  by  section  303  of  aC't  of 
October  3,  1017.    (T.  D.  2584;  Nov.  20,  1917.) 

Sirups  and  extracts  u^ed  by  rectifiers  of  spirits  are  not  taxable  under  «e<ticn 
313  of  a'-t  of  October  3,  1917.    (T.  D.  2598;  Nov.  24,  1917.) 

Alcohol  which  can  not  legally  be  used  for  beverage  purposes  may  be  usod  in 
nianufaoture  of  flavoring  extracts.    (T.  D,  2598;  Nov.  24,  1917.) 

Tax  imposed  by  section  313  (a)  of  the  act  of  October  3, 1917,  is  based  on  price  for 
which  prepare<l  sirups  or  extracts,  if  intended  for  use  in  manufacture  or  pnxluc- 
tion  of  beverages,  commonly  known  as  soft  drinks,  by  soda  fountains,  bottling 
cftiiblishuients,  and  other  sdmilar  places,  are  sold  by  tbo  manufacturer;  ppe^sible 
stalling  prices  and  corresponding  tax  per  gallon  in  earrh  case,  stated.  (1*1  U. '2719; 
Art.  XXVIII.) 

An  '^extract'*  is  a  preparation  supposed  to  possess  the  characteristic  prop«:»rty 
or  virtue  of  the  origiual  substance  in  concentrated  form,  and  includes  e&seDoes, 
flavoring  extracts,  and  the  like.    (T.  D.  2719;  Art.  XXIX.) 

A  '^prepared  sirup' '  is  a  simple  siruj)  with  flavoring  and  parhajw  other  materials; 
a  simple  sirup,  which  is  not  taxable,  is  a  preparation  of  sugar  and  Abator,  or  rock 
candy  and  water.    (T.  D.  2719;  Art.  XXIX.) 

* 'Other  similar  places,'  *  as  used  in  section  313  (a>  of  tlie  act  oi  Oct-ober  3,  1917, 
includes  all  pUices  where  soft  drinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

Foam,  concentrates,  aci:l  solution,  cocoa  past<?,  ginger-ale  paste  and  emulsions, 
and  ordinary  household  extracts  like  vanilla  are  subject  to  tax  imposed  by  section 
313  (a)  of  act  of  October  3,  1917,  when  sold  if  intended  for  use  in  production  of  soft 
drinks;  extracts  intended  for  use  for  culinary  purposes  or  in  manufacture  of  ice 
cream  are  not  taxable;  **sundac  dressings, "  used  oxclusivoly  for  inuring  over  i*^ 
cream,  are  not  taxable;  prepared  sirups  and  extracts  used  by  rectifiers  of  spirits 
and  as  bar  flavors  are  not  taxable;  an  extract  sold  to  another  extract  or  sirup  mauu- 
facttirer  for  use  in  production  of  prepared  sirup  which  is  to  be  sold  as  sudi  is  not 
subject  to  tax,  but  manufacturer  of  prepared  sirup  must  pay  tax;  no  tax  is  imposed 
upon  sirups  or  extracts  as  such  usea  by  the  maker  for  further  manufacturing  pur- 
poses and  not  sold  by  him.    (T.  D.  2719;  Art.  XXX.) 

Preparation  of  fruit  juice  and  sugar,  which  is  not  reasonably  suitable  for  beverage 
purposes  and  is  not  so  used,  but  which  is  used  to  produce  a  palatable  beverage  by 
being  mixed  or  diluted  with  water  at  soda  fountains,  bottling  establishments,'  and 
other  similar  places,  is  a  prepared  sirup  within  the  meaning  of  section  313;(a)  of  the 
act  of  October  3,  1917,  and  was,  while  tliat  act  was  in  force,  subject  to  tax  levied 
upon  such  sirup.    (T.  D,  2932;  Oct.  7,  1919.) 

Ginger  ale. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3, 1917,  is  1  cent  ioT  each  rallon 
of  ginger  ale  manufactured  and  sold  by  manufacturer  of  carbonic-acid  gas  used  in 
carbouating  ^i^me;  tax  attaches  when  perron  who  manufactures  and  sells  ginger 
ale  is  also  manufacturer,  producer,  or  importer  of  carbonic-acid  gas  used  in  its 
manufacture;  such  ale  is  not  taxable  when  manufacturer  buys  his  own  c^bonic-aiid 
gas  and  pays  tax  of  5  cent««  per  pound.    (T.  D.  2719;  Art.  XXXII.) 

Inspection  of  books. 

Hooks  of  every  person  liable  to  tax  imposed  by  section  313  of  the  act  of  October  3, 
1917,  shall  be  open  at  all  times  for  inspection  by  examining  internal-revonue  ofti- 
cers.    (T.  D.  2719;  Art.  XXXIV.) 

Medicinal  pi  eparations— Excise  taxes. 

♦See  "Alcoholic  medicinal  preparations,"  ante, 

.Artificial  mineral  waters  not  carbonated  sold  by  manufacturer,  producer,  or 
iniporter,  in  bottles  or  other  closed  containers,  carbonated  v/aters  manuiactured  and 
sold  b^  the  manufacturer,  producer^  or  importer  of  the  carbonic  acid  gas  used  in  car- 
bonatmg  the  same,  and  natural  mineral  waters  and  table  waters  sold  by  the  pro- 
ducer, bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  cents 
per  gallon,  all  of  whicn  are  taxed  under  section  313  of  the  act  of  October  3,  1917,  arc 
not  subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages. 
(T.  D.  2719;  Art.  XXIII.) 
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llineral  waters. 

Tax  imposed  by  mectioQ  313  (c)  of  act  of  October  3, 1917,  is  1  cent  for  ^eh  gallon 
of  -mineral  waters  or  table  waters  nold  by  the  producer,  bottler,  or  importer,  in 
bottloH  or  other  closed  containers,  at  over  10  cents  per  gallon;  a  mineral  water  sold 
just  as  it  comes  from  the  ground,  except  for  filtration,  is  subject  to  the  tax;  distilled 
voters,  aerated  waters,  and  artesian-well  waters  sold  for  drinking  purposes  are 
subject  to  the  tax;  a  '^bottler' '  is  the  producer  or  any  person  who  puts  a  liquid  in 
bottles  or  other  closed  containers  and  sells  it.    (T.  D.  2719;  Art.  XXXIU.) 

« 'Other  similar  places. " 

''Other  similar  places,"  as  used  in  section  313  (a)  of  the  act  of  October's,  1917, 
includes  all  places  where  soft  drinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

Payment  of  tax. 

The  miuiu^turer,  producer,  bottler,  or  importer  of  any  of  the  beverages  enu- 
merated must  pay  taxes  imposed  to  collector  for  district  in  which  his  principal 
place  of  business  is  located ;  tax  to  be  paid  on  or  before  last  dav  of  each  monui  cover- 
ing transactions  of  preceding  month;  where  articles  are  sold  over  period  of  time 
under  agreement  for  quantity  rebate,  tax,  if  originally  computed  on  gross  price,  may 
be  adjusted  in  return  for  month  in  which  price  is  finally  determined;  itinerant 
manufacturer  should  pay  tax  to  collector  of  district  where  sales  are  made.  (T.  D. 
2719;  Art.  XXXIV.) 

Tax  imposed  by  section  315  of  the  act  of  October  3,  1917,  on  carbonic-acid  gas, 
is  to  be  paid  to  manufacturer  by  producer  of  such  gas  at  time  of  sale,  and  former 
must  collect  amount  of  tax  and  pay  same  to  collector  of  district  in  which  his  prin- 
cipal office  or  place  of  business  is  located:  tax  is  to  be  paid  on  or  before  last  day  of 
each  month,  covering  transactions  of  preceding  month.    (T.  D.  2719 ;  Art.  XXX VI.) 

Section  1007  of  the  act  of  October  3,  1917,  permits  an  adjustment  of  tax  between 
manufactiirer  and  dealer,  but  it  does  not  affect  the  liability  of  the  manufacturer  to 
return  and  pay  tax  to  the  Government.    (T.  D.  2719;  Art.  XXXVII.) 

Where  manufacturer  has,  prior  to  ^tay  9,  1917,  made  bona  fide  contract  with 
dealer  for  sale  after  tax  takes  effect  of  any  article  upon  which  sales  t&x  is  imposed, 
and  such  contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paid 
under  such  contract,  dealer  shall  pay  so  much  of  tax  as  is  not  so  permitted  to  be 
added  to  contract  price.    (T.  D.  2719;  Art.  XXXVII.) 

The  term  "dealer"  does  not  refer  to  or  include  a  purchaser  for  his  own  use,  Unless 
such  use  is  the  manufacture  or  production  of  another  article  intended  for  sale.  (T. 
D.  2719;  Art.  XXXVII.) 

A  foreign  government  buying  or  leasing  an  article  for  its  own  tise  is  not  a  dealer. 
(T.  D.  2719;  Art.  XXXVII.) 

A  State  or  any  political  subdivision  thereof  buying  or  leasing  an  article  for  its 
own  use  is  not  a  dealer.    (T.  D.  2719;  Art.  XXXVII.) 

Taxes  payable  by  dealer  must  be  paid  to  manufacturer  at  time  sale  or  lease  is 
consummated,  and  such  manufacturer  shall  collect  amount  of  tax  from  the  dealer 
and  pay  same  to  collector  of  district  in  which  his  principal  office  or  place  of  busi- 
ness is  located.    (T.  D.  2719;  Art.  XXXVIII.) 

Penalties. 

In  addition  to  penalties  provided  by  section  1004  of  the  act  of  October  3,  1917, 
other  punishment  for  failure  to  comply  with  law  and  regulations  is  prescribed  by 
section  3176  of  the  Revised  Statutes,  as  amended,  and  by  other  sections  of  the 
internal  revenue  laws.    (T.  D.  2719;  Art.  XL.) 

Pop. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3, 1917,  is  1  cent  for  each  gallon 
of  |)op  manufactured  and  sold  by  manufacturer  of  carbonic  acid,  gas  used  in  carbo- 
nating  same;  tax  attaches  when  person  who  manufactures  and  sells  pop  is  also 
manufacturer,  producer,  or  importer  of  carbonic  acid  gas  used  in  its  manufacture: 
such  pop  is  not  taxable  when  mahufacttirer  buys  his  own  carbonic  acid  gas  ana 
pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 
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Returns. 


Eflvch  numufacttuer,  vroducer,  bottler,  or  importer  Of  beveriM  ^miaiflrated, 
reqiiired  to  make  monthly  returns  under  oath,  in  dupUoate,  lor  ouitriet  in  yi9bich 
hie  principal  place  of  busineea  is  located;  returns  to  be  made  on  Fonn  72&,  and  to 
be  rendered  on  or  before  last  day  of  each  month  covering  tranflafctioiis  of  {Meoeding 
month,  first  return  to  cover  all  transactions  since  October  3,  1917;  where  articles 
are  sold  over  period  of  time  under  agreement  for  quantity  rebate,  tax,  if  originally 
computed  on  gross  price,  may  be  adjusted  in  return  for  month  in  which  price  is 
finiuiy  determined;  branch  houses  should  in  general  make  reports  to  parent  house 
which  is  liable  to  make  monthly  returns  of  sales  of  branch  hacues;  iiineiant  manu- 
facturer should  make  return  to  collector  of  difitrict  where  sales  are  made.  (T.  D. 
2719;  Art.  XXXI\^) 

Manufacturer  of  carbonic  acid  gas  must  make  monthly  returns  under  oath,  in 
duplicate,  on  Form  726;  such  returns  to  be  rendered  on  or  before  last  day  of  each 
month,  covering  transactions  of  preceding  month;  first  return  to  cover  all  transac- 
tions since  October  3,  1917.    (T.  D.  2719;  Art.  XXXVI.) 

Manufacturer  who  has  collected  amount  of  tax  from  dealer  required  to  make 
monthly  retiums  under  oath  in  duplicate  on  Form  728  or  Form  726.  <T.  D.  2719; 
Art.  XXX\^III.) 

Soot  beer. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3,  1917,  ia  1  cont  for  each  gallon 
of  root  beer  manufactured  and  sold  by  manufacturer  of  carbonic  acid  cas  used  in 
carbonatiug  same;  tax  attaches  when  person  who  manufactures  and  sells  root  beer 
is  also  manufacturer,  producer,  or  importer  of  carbonic  acid  gas  used  in  its  manu- 
facture; such  root  beer  is  not  taxable  when  manufacturer  buys  his  own  carbonic 
acid  gas  and  pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 

Sampliea. 

Instructions  relative  to  taking  samples  at  brewery,  on  premises  of  dealers,  at 
vinegar  factories,  etc.,  and  assessments  for  taxes  where  cereal  beverages  contain  or 
are  suspected  of  containing  one-half  of  1  per  cent  or  more  of  alcohol  by  volume. 
(T.  D.  2921;  Sept,  15, 1919.) 

.flazaapariUa. 

Tax  imposed  by  section  SI  3  (b)  of  act  of  October  3, 1917,  is  1  cent  for  each  gaflon 
of  saxsapariila  manufactured  and  sold  by  manufacturer  of  carbonic  acid  jma  iised 
in  carbonatiog  same;  tax  attaches  when  person  who  manufiactures  and  aeUs  saisa- 
parilla  is  also  manufacturer,  producer,  or  importer  of  carbonic  acid  gas  used  in  its 
manufacture;  such  sarB^>ariUa  is  uot  taxable  when  manufacturer  buys  his  own 
carbonic  acid  gas  and  pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 

fiodawvter. 

Tax  imposed  by  section  813  (b)  of  act  of  October  3, 1917,  is  1  cent  for  each  gallon 
of  eoda  ivater  manufactared  and  sold  by  manufacturer  of  carbonic  acid  gas  used  in 
carbonating  same;  tax  attaches  when  person  who  manufacturos  and  sells  eoda 
water  is.  also  manufacturer,  producef,  or  importer  of  carbonic  acid  gas  Ufied  in  its 
manufacture;  such  soda  water  is  not  taxable  when  manufacturer  DUys  his  own 
carbonic  acid  gas  and  pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 

Temperaace  beer. 

Tomporarv  regitlation  providing  that  imtil  further  notice  brewecs  having  esteib- 
lishod  pipe  line  for  transfer  of  fermented  liquors  may  set  aside  and  utilise  one  or 
more  cisterns  pertaining  thereto  for  oontaining  liquors  oontainiiK  not  to  exceed 
one-half  of  1  per  cent  of  alcohol  by  volume  for  transfer  throughttie  pipe  line  for 
sole  purpose  of  bottling,  under  certain  conditions  and  restrictions;  duties  of  deputy 
collector  in  attendance.    (T.  D.  2359;  Sept.  9,  191«.) 

Respoofiibility  of  brewers,  manufacturers  of  beverages,  and  dealers  who  place  or 
market  unstamped  beverages  found  to  contain  more  than  one-half  of.l  pa:  cBnt  of 
alcohol  by  volume,  stated;  duty  of  revenue  agents  ha\ing  reason  to  suspect  liiat 
such  beverages  are  placed  on  market  without  payment  of  tax.  (T.  D.  2370;  Sept. 
18, 1916.    T.  D.  2921;  Sept.  15,  1919.) 

Metal  packages,  whisky  or  \'inegar  barrels,  or  remodeled  beer  packages  differing 
in  size  and  shape  from  the  regular  statutory  packages  for  containing  fermented 
liquors  may  be  employed  to  contain  temperance  beer;  regular  beer  cooperage  may 
be  used  under  certain  conditions.    (T.  U.  2410;  Dec.  8,  1916.) 
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TTncarbonated  beverages. 

The  tax  imposed  by  section  313  (b)  of  the  act  of  October  3^  1917^  is  1  cent  for  each 
gallon  of  unfermented  grape  juice,  soft  drinks,  and  artificial  nHaeral  ifateis,  not 
carbonated,  and  fermented  liquors  containing  less  than  one-half  per  cent  of  alcohol, 
sold  by  the  manufacturer  in  bottles  or  other  closed  containers;  tax  issoDe  the  leas 
payvbie  because  tax  mav  have  bean  paid  an  extracts  or  prepared  simps  entering 
into  maaufactore  of  stick  sc^t  drinks:  manufacturer  may  be  bottler  or  proprietor 
of  soda  fountain.    (T.  D .  2719;  Art.  XXXI.) 

CMPboaaled  ietoieBlBd  liquora  oeiifcaiBittg  less  ihtm  on&^ialf  per  cent  of  alcohol 
are  to  be  classed  as  carbonated  beverages  and  not  as  fermented  liquors  witbin  mean- 
ing  ti  lection  313  (b)  e£  the- act  of  October  3,  19X7,  and  are  accordingly  not  directly 
taxed  uaLsm  manulaGtuied  and  sold  by  the  manufacturer,  producer,  or  importer 
of  tbe  cMrbenic-add'gas  used  in  carbonating  them.    (T«  D.  2719;  Art.  XXXI.) 

Tax  imposed  by  section  313  of  act  of  October  3,  1917,  applies  to  bottled  noncar- 
borated  fruit  juices,  althou^  somewhat  concentzated,  if  as  bottled  they  are  rea- 
sonably suitable  for  use  as  beverages  and  are  so  used  without  addition  of  water. 
(T.  D.  2932;  Oct.  7, 1919.) 

Bottled  noncarbonated  fruit  juices,  somewhat  concentrated,  when  reasonably 
suitable  for  beverage  purposes  and  so  used  only  in  a  diluted  form,  are  not  of  them- 
selves soft  drinks  and  are  not  subject  to  tax  imposed  on  ?iich  drinks  by  act  of  October 
3, 1917.    (T.  D.  2932;  Oct.  7, 1919.) 

Wineflr— Alcoholic  content. 

Wines  containing  more  than  24  per  centum  of  absokiie  alcohol,  being  classed  as 
digtIUed  epiritB  by  paragraph  (a),  sectien  402.  act  S^tember  8,  1$16,  production 
of  same  for  beverage  purposes  is  prohibited  by  act  August  10,  1917,  section  15. 
(T.  D.  2748;  July  17,  1918.) 

BICTCU&8. 

Hee  ''Bxc«e  Taxes." 

BILLS  OF  SXCHASrOE. 

tDcmxke  tax— Xnfoxmation  at  source. 

Returns  of  information  required  ro^idless  of  anaAUnt,  in  case  of  parjnBBDts  of 
interest  upon  bonds,  mortgages,  or  deeds  of  trust,  or  other  similar  oobgations  of 
corporations,  joint-stock  compames  or  associations,  and  insurance  companies;  and 
in  case  of  collection  of  items  (not  payable  in  the  United  States)  of  interest  upon 
bonds  of  foreign  countries  and  interest  upon  the  bonds  and  di\ddends  en  stock  of 
foreign  corporations,  by  persons,  ootpocatiwis,  etc,  undertaking  as  matter  of  busi- 
ness or  for  profit  collection  of  foreign  payments  of  such  interest  or  dividends  by 
means  of  coupons,  checks,  or  bills  of  exchange.    (T.  D.  2690;  art.  35.) 


I  of-eoiUesting  amenta* 

All  persons,  corporations,  etc.,  undertaking  as  matter  of  'business  or  for  profit, 
collection  of  foreign  pavmonts  of  interest  on  dividends  bjr  means  of  coupons,  checks, 
or  bills  of  exchange,  snail  obtain  license  from  Commissioner  of  Internal  Revenue, 
as  prescribed  by  section  9  (b)  of  the  act  of  September  8,  1916,  as  amended;  such 
Yioeosee  shall  write  or  stamp  on  the  face  <^  tlve  item:  "InfDrmatictt  ebtaiaed  and 
furnished  by (name  ef  ccttectiog  agent.)''    (T.  D.  2eW;  art.  48.) 

Banks  or  agents  collecting  foreign  items  required  to  obtain  license  from  Own- 
missioner  of  Intemal  He  venue  to  engage  in  such  business  and  are  subject  to  such 
regulations  for  furnishing  of  information  as  the  Commissioner,  with  approval  of  the 
Secretary  of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  for  liailure 
to  obtain  such  license.    fT.  D.  2759;  Oct.  2, 1918.) 

Stamp  taaees. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  im^posed  by  Sdiedttle  A,  of 
Title  Vllly  of  the  act  of  October  3,  1917,  attaches  to  drafts  or  cnecks  at  the  tune 
of  deRvety,  if  delivered  within  the  territorial  juriBdictian  of  the  United  States  and 
expressed  to  b?  pavable  otherwise  than  at  sight  or  en  detaand,  but  sot  to  drafts 
or  checks  not  yet  delivered  or  tlelivered  in  a  foreign  country  or  cxyiqascd  tx>  be 
'payable  at  sisjit  oron  xJemand,  is  aprylicaWe  to  or<tinarf  bills  of  exchange.  (T.  D. 
2«ife;Mar.2e,  ms.) 
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BILLS  OP  LADING. 

See  "Transportation  Tax." 
Stamp  taxes. 

Ordinary  sight  draft  with  hill  of  lading  attached  is  not  taxable,  but  draft  expressed 
to  be  payaole  at  si^ht  "on  arrival  of  car/'  or  containing  m^noraadum  to  hold  until 
arrival  of  car,  is;  sight  draft  accompanied  by  instmction^  outside  the  instmment, 
as  "Do  not  present  until  arrival  of  car/'  or  some  such  memorandum,  is  not  taxable. 
(T.  D.  2682;  Mar.  26,  1918.) 

Because  of  the  constitutional  restriction  that  no  tax  or  duty  shall 'be  laid '  on 
articles  exported  from  any  State,  drafts  with  bills  of  lading  attached  covering  goods 
in  course  of  exportation  are  not  subject  to  the  tax.    (T.  D.  2682;  Mar.  26;  1918') 

BILLS  BBCEIVABLB. 

Excess  profits  tax—"  Tangible  property. ' ' 

Bills  receivable  construed  to  be  "tangible  property"  within  meaning  of  section 
207  of  act  of  October  3,  1917.    (T.  D.  2694;  art.  47.) 

BILUABD  BALLS  AND  TABLES. 
Excise  taxes. 

The  tax  imposed  by  section  600  (f)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  tables  or  balls  are  sold  by  the  manufacturer.    (T.  D.  2719;  Art.  XVII .) 

Special  taxes. 

Where  post  exchanges  are  under  complete  control  of  the  Secretary  of  the  Navy  as 
governmental  agencies,  thejr  are  not  liable  to  special  tax  on  account  of  bilUard  or 
pool  tables  or  bowling  alleys,  operated  by  them.    (T.  D.  2439;  Jan.  27,  1917.) 

Billiard  tables  are  exempt  under  act  of  September  8,  1916,  if  tax  would  fall  upon 
State  treasury;  otherwise  tax  is  due  on  account  of  tables  in  State  armories,  fire 
houses,  etc.,  and  also  in  clubs,  fraternity  houses,  lodge  halls,  charitable  institutions, 
Y.  M.  C.  A.  buildings,  hotels,  boarding  houses,  etc.    (T.  D.  2462;  Feb.  16,  I917.) 

BLENDED  WINES. 

See  "Wines." 

BOARDS  OF  TRADE. 

Capital  stock  tax. 

Board  of  trade  not  organized  for  profit  and  no  part  of  net  income  of  which  inures 
to  benefit  of  any  private  stockholder  or  individual,  is  exempt  from  tax  imposed  by 
section  407  of  the  act  of  September  8, 1916.  (T,  D.  2383;  Oct.  19, 1916.  T.  D.  2750, 
art.  12;  Aug.  9,  1918.) 

Dues. 

Tax  imposed  by  section  701  of  the  act  of  October  3, 1917,  does  not  attach  to  dues 
paid  to  cnambers  of  commerce  or  other  primarily  business  oiganizations.  (T.  D. 
2681;  Mar.  26,  1918.) 

Income  tax — Exemptions. 

Boards  of  trade  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  cnaracter  and  purpose  of  organization,  and 
showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or 
individual,  and  tnat  such  income  is  used  exclusively  to  promote  purposes  for  which 
organized  as  indicated  in  particular  paragraph  under  which  exemption  is  claimed. 
(T.  D.  2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  boards  of  trade  is  con- 
ditional upon  such  an  organization  filing  affidavit  showing  character  and  purpose 
of  oiiganizatioD,  source  of  income  and  di^osition  of  same,  whether  or  not  any  6f  its 
income  is  cre<lited  to  surplus  or  inures  to  benefit  of  any  private  stockholder  or  ini}i- 
vidnal,  to  which  affidavit  should  be  attached  copy  of  charter  or  articles  of  inc^u^o- 
rati(»i  and  by-laws:  where  collector  is  in  doubt  as  to  taxable  status  of  organization, 
upon  receipt  of  afliidavit,  etc.,  he  will  refer  affidavit  and  accompanying  papers  to 
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Income  tax — ^Bxemptioiui — (!?ontinued. 

ComnuBBioner  of  Interaal  Revenue  for  decision;  if  it  is  held  that  corporation  iteclf 
ie  exempt  from  income  and  exce§B-profits  taxes  it  is  not,  however,  exempt  from  the 
withholding  requirements  nor  from  furnishing  information  in  accoroance  witii 
provisions  of  act  of  October  3,  1917.    (T.  D.  2693;  Apr.  8,  1918.) 

— -  Information  at  source. 

Every  person,  corporation,  partnership,  or  association,  doing  bi  siness  asa  broker, 
or  any  exchange  or  board  of  trade  or  other  similar  place  of  ousiness,  shall,  upon 
request  of  the  Commissioner  of  Internal  Revenue,  render  correct  return  under  oath, 
showing  names  of  customers  for  whom  such  broker  has  transacted  any  btisiness,  with 
sudi  details  as  tp  profits,  losses,  or  other  information  as  may  be  called  for  by  such 
return  form  as  to  each  of  such  customers.    (T.  D.  2690;  art.  33.) 

Regular  documentary  stamps,  use  of. 

Instructions  as  to  use  of  regular  documentary  stamps  pending  preparation  and 
distribution-  of  special  supply  of  overprinted  stamps,  provided  to  temporarily  take 
place  of  distinctive  colored  stamps;  requisition;  issuance  and  exchange.  (T.  D. 
2694;  Nov.  28,  1917.) 

Sales  for  future  delivery— Affixing  and  canceling  stamps. 

Stamps  in  \'alue  equal  to  amount  of  tax  on  sales  must  be  affixed  to  memorandum 
or  other  evidence  of  sale  or  agreement  to  sell;  clearing  house,  acting  as  agent,  re- 
quired to  make  returns  showing  stamps  affixed  and  canceled;  manner  of  canceling 
stamps  stated.    (T.  D.  2608;  Nov.  30,  1917.) 

Cotton. 

Contracts  of  sale  of  cotton  for  future,  deliver}^  made  on  any. exchange,  board  of 
trade,  or  similar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  for  each 
pound  of  cotton  involved  (to  be  paid  by  stamp);  tax  not  to  be  levied  on  contracts 
complying  with  conditions  prescribed.    (T.  D.  2558;  Oct.  2Q,  1917.) 

Exempt  transactions. 

No  tax  is  imposed  on  cash  sales  of  produce  or  merchandise  for  immediate  or  prompt 
delivery,  which,  in  good  faith,  are  aotuall^^  intended  to  be  delivered;  sellers  of 
produce,  etc.,  may  transfer  contracts  to  clearing-house  association  and  such  transfer 
shall  not  be  deemed  to  be  a  sale  or  agreement  ofsale,  provided  it  does  not  vest  bene- 
ficial interest  in  sucii  association  and  is  made  only  to  enable  such  association  to 
adjust  accounts  of  its  members;  no  by-law  or  custom  of  any  excliange  or  similar 
institution,  inconsistent  with  the  act  of  October  3^  1917,  or  any  reguuttions  there- 
under, nor  any  collateral  agreement  inconsistent  with  such  act  or  regulations  there- 
under shall  exempt  any  person  from  pa>Tnent  of  tax.    (T.  D.  2608;  Nov.  30,  1918.) 

Sales  of  produce  or  merchandise  for  future  delivery  must  be  made  at  an  exchange 
or  board  of  trade  or  other  similar  place  in  order  for  tax  imposed  by  section  807, 
Schedule  A,  8ubdi\iFion  5,  act  of  October  3,  1917,  to  apply;  aale  by  member  of 
exchange  made' by  mail  or  wire  not  at  an  exchange  is  not  suoject  to  the  tax.  (T.  D. 
2795;  Feb.  26, 1919.) 

Memoranda  of  sales. 

Every  sale  or  agreement,  not  evidenced  by  memorandum  or  contract  expressly 
requiring  inunediate  or  prompt  delivery,  shall  be  deemed  to  be  for  future  delivery; 
every  person  making  sale  of  any  product,  etc.,  at,  on,  or  in  any  exchange  for  future 
delivery  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  otner  evidence  of  such 
sale,  showing  certain  specified  data  and  items  of  information;  no  single  sale  cr  con- 
tract made  upon  an  exchange  by  one  member  for  another  need  be  evidenced  by 
more  than  one  m^aorandiun;  written  return  or  sheet  to  clearing  house  acting  as 
agent  considered  to  be  memorandum;  return  by  clearing  house.  (T.  D.  2608; 
Nov.  30,  1917.) 

Records. 

Andersons  who  make  sales  or  contracts  of  sales,  including  '*  transferred  or  scratched 
sajjis,^  "pass  outs,"  **pair-offB,"  or  ^'jnatclied  trades,"  and  all  other  forms  of  sale 
of  any  producr:  or  merchandise  on  exchanges  for  future  delivery  required  to  keep 
record  showing  specified  items  of  information;  form  of  record  required;  clearing 
houses  to  keep  repord  showing  certain  data.    (T.  J>.  2608;  Nov.  30, 1917.) 
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Sales  for  future  delivery — Continued. 

ltdgistration. 

Regulation  No.  40,  part  2,  i;eqviree  a  statesafiat  ol  regutcatioA  l)y  jMmoas  maldng 
contract  of  sale  of  produce  or  jnorchandiae  ob  eixciiaBgeB  ior  latere  <ielhnerv;  record 
of  registration  to  be  kept  hy  cc^ctor,  and  oer^cate  of  f^ietGalioa  to  be  iaBmed 
and  posted;  forms;  statement  of  registration  by  exchanges  and  clearing  houses. 
(T.  D.  2608;  Nov.  30,  1917.) 

— — —  B»etani». 

•  dearing  houses  and  perscniA  nuJiisig  coatraeta  of  aale  at,  en,  or  la  any  exchange, 
etc.,  for  future  delivery,  required  to  makie  return  showing  apecifiad  data  and  iidor- 
mation;  substitute  reUirns;  clearing  houses  acting  as  agents,  reciuked  to  return 
statement  of  amounts  of  stamps  affixed  to  memoraiida  of  ssles.  (T.  D.  2603;  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  rehired  to  be  afhxed  to  oootracts  o£  sale  of  aay  product  or  merchcmdise 
belore  a  delivery  shall  be  sold  only  bv  collectors,  their  deputies,  an  Assistant 
Treasurer,  or  other  designated  United  States  depositary;  requisitions  foe  stamps; 
records;  kind  and  color  of  stamps.    (T.  D.  2608;  Nov.  30,  1917.) 

BOATS. 

See  ^'TrsHosportatioB  Tax.*' 

Admissions  to  excursion  boats. 

Ohaiges  of  excursion  boats  providing  opportunity  for  dancing  are  subject  to  tax 
imposed  by  section  700  of  act  of  October  3,  1917,  where  such  charges  exceed  the 
usual  or  reasonable  rates  for  tianaportation  tarmabed.    (T.  D.  2681 ;  Mar.  26,  1918.) 

Slectric  m.otor  boats. 

Electric  motor  boats,  "wiihin  the  meaning  of  Title  III  of  the  act  of  September  8, 
1916,  are  those  boats,  regardless  of  size  or  character  of  coostruction^  vhiich  are  pio- 
ix)lled  by  electric  power.     (T.  D.  2384;  art.  2.) 

Sxcisa  taxes. 

See  ''Excise  Taicea.". 

BOATING  OJAJBB. 

Dues. 

Sec  ♦♦Dues." 

BOISTDS. 

AAlitioaiil  taoDM— ^Sxtendin^  payment. 

Form  of  bond  to  be  executed  in  dupiicnte  with  approvod  suivty  eoisfHUiy  pre- 
scribed for  extending  payment  to  date  not  exceeding  seven  snoiiths  Iram  piosge  of 
act  of  October  3, 1917,  of  additional  taxes  imposed  by  act.  (T.  D.  2533;  Oct. 
6,  1917.)  Penal  sum  of  bond  fixed  at  not  less  tlian  tax  due;  if  tax  as  shown  by 
return  is  less  than  $1,000,  penal  sum  of  bond  may  be  lees  than  ^,000.  <T.  D. 
2574;  Oct.  31,  1917.) 

Collectors  aiUhorieed  to  accept  in  Lieu  of  surety  bonds  as  ae<3m/ky  for  paynnnt 
of  Boor  taxes  cx>ver9d  by  section  1002  oi  act  of  October  3,  ldl7.  Liberty  boodsof  the 
United  Statcti  eaurvalont  to  the  actual  amount  ot  the  taxes  dttc.  (T.  D.  25S7; 
Oct.  17, 1917.) 

Bonds  depaaited  as  aecucity  inust  be  imaMdiaiely  forwarded  to  GoomrisBioner  of 
Internal  Revcaue  by  registered  mail  fer  safe  keeping,  except  where  collector's 
office  is  in  same  city  as  Federal  reserve  baaikyiawidch  «ase  ceupon  bonds  received 
should  bo  deposited  with  such  bank,  which  will  issue  its  receipt;  disposition  of 
receipts;  assignment  of  registered  bonds;  insurance  of  packages.  (T.  D.  2554; 
Oct.  25, 1917.) 

CollectoiB  auihoiiEed  to  accept  certtficflito  of  bank  w  tmst  company,  member  of 
Federal  reserve  syatesi,  su'fficiency  and  solvency  of  winch  are  satiamctory  to  col- 
lector, to  effect  that  taxpayer  has  deposited  cash  or  Treasury  certificartcs  of  in- 
debtedness in  fuilpftyment  of  Liberty  loan  bond  subseripttotisin  nstneef  ^'GofMBiS' 

sioner  of  Internal  Revenue  in  trust  for ,  '*  of  in  ev^it  bond  tiaiUMiction 

is  not  consummated  taxes  will  be  paid  to  collector  in  cash  or  corporate  surety  bond 
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AdditioiXAl  taxes — ^Extending  payment— Continued, 
iiled;  fonn  of  certificate  in€ti.cated;  certificate  to  bo  forwarded  to  Commissioner  of 
listemal  Revemie.    (T.  D.  2554;  Oct.  25,  1917.) 

Bi^naeibt^  tax-fllkowa-fe  be  d»e  binder  flecidaB  493  ef^aotxii  October  3, 1917^  may, 
upon  .^iog^ef .  boB4,  ^  ^steaded  to  -date  aot  ^soeedisig  seven  mon^  Irem  ^passage 
ef  euch  act;  ^aoaii.  to  l>e  exeoicted  in  4^plicate,  m£h  a^ypreved  suxeW  iximjpaiLy, 
4n  penal  .iOiBi  of  not  loas  thaa  ^double  the  tax  due  and  in  no  case  less  than  ^X,ODO* 
(T.  B.  2^56;  Got.  16,  1917.)    .(Qiit  see  T.  D.  2S^74  as  ito  penal  sum  of  bond.) 

Form  of  bond  with  personal  surety  to  be  executed  in  penal  sum  of  not  less  than 
tax  4ue  and  dn  no  tease  4ess  tdoan  Sl^OOO  ^resacibed ;  ^peraanal  «uret(y  need  joet  'be  re- 

Siired  to  qusQif y  on  Form  -33  when  he  ds  mpported  by  'cdQateral  aecuiit^  of  a  value 
early  in  excess  of  amount  of  tax  due.    (T.  D.  2557.;  Oct.  27,  1917.) 

Bs^meat  4ff  additienal  taxes  <o>n  aocoun^  of  4itaxin>s  lier  .paysbmt  ei  tax  on  cigars, 
oi^ianstteB,«etc^  joa.  iumd  ob  October  4,  1917,  snd  jfevemiDier  2,  19X7,  nust  l>e  jnade 
at  time  rmepttfaotttBer  files  nBtimi  ^in  oase  iolinveatorie8.of  Oct.  4,  I917,'Onorl>e&>re 
-Kev.  2, 1917.,  aadin  case  of  inventories  <rf  Nov.  2, 1917,  en  erlbeloieI>ec.  1, 1917), 
and  in  no  oase  can  ithis  time  be^x^nded  beyond  such^tea;  iu>l»ond  ior  extending 
psLyma^  wiU  -be  acoca>ted,  :as  in  case  of  additional  taoces  on  ^itodks  in  .hands  of 
doB]aB,«8  tdie  law  makes  ne g^se^isien  to  that  effect.    <T.  D,  2569;  Oct.  17, 1917.) 

Where  Liberty  hondB  ^aiA  ikqsDslbed  as«einirity,:pri»cipa(lsniijBt9execntte  bond  in 
4itated  iaem.;  Xibert^ Ji>oiids  d^Msitod  and  m  fiessession  m  eoUbctor  .of  intenud  rev- 
enue -shenld  be  murvendeied  to  taxpayer  as  seen  as  the  tax  and  interest  have  l>een 
ipadd ;  if  tax  is  paid  in  instatimeufts,  a  fffopDrtioDOte  amount 'of  the  coHateml  4€^os- 
ited  may  be  surrendered  in  the  discretion  of  the  collector.  (T.  D.  2574;  Oct.  31, 
1917.) 

Congicters  sliould  use  \8|gi1anoein  collection  ef  ^xes  and  issue  dislraint  wanant 
wherever  necoasaiy;  dsf  taxes  .aecujsed  hy  ilUag  of  ^ond  are  net  »aiJL  within  tame 
timit,  cofiector  .should  eadBa9i«>r  to  coUeot  by  distoakst.  (T.  B.  12574;  Oct.  SI, 
J.917.) 

iBosBid  ^aB^MKSmtjy^  ^ier  pa^paMot  <of  £eor  taxes  filed  beUae  ^eiittatiMi  ef  K)  days 
sifter  the  :date  «ef  notice  ^and  denaand  if  or  -pavowut  tsbauld  he  aooepted  ss  eeourJty ; 
bond  VBB^  hB  aecepted  :alter  each  29  'daQrs  if  sufficiaat  ia  4Baoiittt  te  'cev^  tax  and 
aocfuedfpenakiiaB.    fr.iD..2e7i;  Oct.  dl,  1917.) 

Where  collateral  other  than  Liberty  bends  as  -Audited  as  securilty,  pshicipal 
•must-execiite  hosid  in  stated iern^  aml^coUecter  'isTequised  to^give  eertain  Receipt; 
aollatend  sihould  beeuxi^ndeved  to  taxpayer  as  juonjetucaiidiBterest'hav'e  been 
paid;  if  tax  is  paid  in  installments  prqperfeiDnate  amoont  of  ooUateral  deposited 
may.be  surrendered  in  discretion  of  colfector.    (T.  D.  2574;  Oct.  31,  1917.) 

ibetums  Beouined  by  JMotiea  1092  ef  act  et  October  3^  191i7.,  required  to  be  filed 
«n'firibelore<fi^vemb6ri2, 19U^  •ti]iiei£er£fiagaretam  4auiAoti^e-extendedl)y  giving 
ef  bond.    (X.  D.  258i;  ^v.  20, 1917.) 

Any aeegiflteied  or  otAKpan.  ibonds  «f  tthe  iJanted  Slates  may  t>e laooepted  aeaectt&ty 
for  payment  of  floor  taxes,  in  accordance  with  T.  D.  2537,  T.  D.^Sfi4,«nd  T..  D.^857. 
(T.  X>.  2606;  Dec.  1ft,  1^17.) 

Q^txpa^iBrviaf  ^pme  Msonal  •band  ^mdi  eoee^er  mere  personal  euMties,  asiieQttired 
b9rmaMQ,:siu]perted>by(depo6kdti9e^etefed^e^^  at<iaoe  vahie, 

«Kliialiei)enali«ain«f  bsnd^aanpiedte  ''I\bc  CommiHwenflr  of  Jntemal  Bevenue" ; 
faame  >0f  (bonds  |ttescnb3d  in  eacisting  ategi^ataens  may  be  modified  to  oenfonn  with 
we^Memflnte  cf  tfau  Ulding.;  'foanids  need  act  be  dcgoentod  Amhen  panenal  .eiBeties 
SBB  sufficient,  tat  flnteie  heads  me  ^deposited  as  ^oUateeal  eiuetiea  wrill  Jiet  be 
required  to  qualify  on  Form  33;  registered  bonds  deposited  to  "be  iorwarded  to 
commissioner  by  r^;istered  mail  for  safe-keeping;  upon  cancellation  of  bonds^  given 
by  taxpayer,,  bonds  forwarded  will  be  reissued  m  accordance  with  anstiwtioBfl  e^ 
itas^yvr.    <T.4D.26()&;  £^c.l&,  1917./) 

Wkasmmtdaduc^opy  toads  tave  net  %eesi  tgtven  for  extenflieai  vi ftime  ior juakinc: 

ivised 


i^ieniaiid  fiheiAd  Irevtiailed  BB^inmded  fbyt8eetH>n.8l^ 
iitfeBf-^eMA  udticesDaL^dnmnid  ehotiM  ht  senwd  urn  Bonn  Ml,  .-and-riKmld  be 
tloisswd«niepABriy7-fkrml<£liaaQid  i<ten69wieia^  eathot&cr; 

Mtke  wteift  oequiml  (bmds  hanv  bent  gtvnn^  jpaudtiea;  -fiiriita  en  ibondB.    {T.  D. 
26^,  4n.  28,  m^) 

Capital  t^tock  tax. 

J^^  suq)hi.s  or  undivided  .prafits  of  a  foreign  caipotatjen  that  are  invested  in 
TFnited  St3tesl)ond8  or  other  securities  having  no  connection  -with  actual  business 
el  conwmtion  tTansacted  in  this  countiy  may  he  stated  on  return,  -Porm  708^under 
item  S,  but  should  net  be  included  under  item  liu'' 'capital  invested  in  *flie  United 
States."    (T.  D.  2467;  Mar.  27,  1917.) 
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DlsUlled  spiritB. 

Mainifacturers  manufacturing  vermuth  or  taxable  liqueurs,  etc.,  required,  Under 
paragraph  (h)  of  section  402  of  the  act  of  Sspptember  8,  191©,  to  execute  a  tax  bond 
m  stated  form,  and  4o  keep  all  such  taxable  articles  separate  and  apart  from  non- 
taxable articles;  bond  to  be  executed  in  duplicate  with  sureties  satisfactory  to  col- 
lector in  a  penal  sum  at  least  ecineX  to  tax  on  estimated  qus^ntity  of  articles  named 
remaining  on  hand  at  any  one  time,  but  in  no  case  less  than  $5,000:  in  case  of  insuf- 
ficiency new  or  additional  bond  will  be  required  by  collector.  (T.  D.  2404*  Nov. 
27,  1916.) 

Execution  of  new  bonds  required  wherever  specific  acts  of  Congress  or  rates  of 
taxation  necessitate  such  bonds.    (T.  D.  2525;  Sept.  24,  1917.) 

Persons,  firms,  or  corporations  (except  distillers  and  proprietors  of  bonded  ware- 
houses, making  deliveries  in  original  tax-paid  packages,  who  are  already  required 
to  give  bonds)  desiring  to  use  or  sell  or  to  use  and  sell  distilled  spirits  for  other  than 
beverage  purposes^  must  apply  for  permit  and  file  bond  with  corporate  surety  or  with 
two  personal  sureties  who  qualifiea  on  Form  33,  to  be  approvea  by  collector;  bond 
with  personal  sureties,  without  justification  by  the  sureties  on  Form  33,  may  be 
accepted  on  certain  conditions;  single  bond  authorized  where  same  person  or  cor- 
poration is  operating  number  of  drug  stores  in  same  city.  (T.D.  2559;  Oct.  26, 
1917.    T.  D.  2576;  Nov.  10,  1917.    T.D.  2788;  Feb.  6,  1919.) 

Instructions  with  reference  to  requiring  new  bonds  in  cases  where  old  bonds  are 
inadequate  because  of  increased  rates  imposed  by  act  of  October  3,-1917,  upon  manu- 
facture and  sale  of  distilled  spirits  and  fermented  liquors.  (T.  D.  2578;  Oct.  31, 
1917.) 

All  bonds  except  Form  432  m\ii^  be  written  in  penal  sum  sufficient  to  cover  tax 
on  distilled  spirits  at  rcte  of  13.20  per  gallon  where  spirits  were  produced  prior  to 
September  9,  1917,  and  where  produced  subsequent  to  stich  date,  penal  stim  to  be 
based  upon  tax  at  rate  of  $2.20  per  gallon;  where  spirits  covered  by  bond  (Form  432) 
were  produced  prior  to  September  9,  1917,  penal  sum  must  be  in  sufficient  amount 
to  cover  twice  the  tax  at  rate  of  $3.20,  and  where  spirits  were  produced  subsequent 
to  such  date,  penal  sum  must  be  sufficient  to  coyer  tax  at  twice  the  amount  of  $2.20 
per  gallon;  in  case  of  losses  rate  of  tax  will  be  $3.20  per  ^loh  in  all  cases;  recital  or 
condition  of  bond  must  fix  tax  to  be  asserted  according  to  "laws  of  the  United 
States."    (T.  D.  2644;  Jan.  28,  1918.) 

Special  instructions  regarding  cancellation  of  bonds  (Form  738)  in  cases  where 
it  is  impossible  to  surrender  the  permit  or  to  furnish  satisfactory  evidence  of  its 
destruction.    (T.  D.  2854;  June  3, 1919.) 

Bonds  covering  tax  on  distilled  spirits  required  to  be  written  in  penal  sum  suffi- 
cient to  cover  tax  at  rate  of  $6.40  per  gallon  on  spirits  produced  prior  to  September 
9,  1917;  where  spirits  produced  subsequent  to  such  date,  penal  sum  of  bond  will 
be  basea  upon  tax  at  rate  of  $2.20  per  gallon;  penal  sum  of  bond  Form  432  will  be 
in  amount  equal  to  $4.40  per  gallon  on  all  alcohol  charged  under  the  bond.  (T.  D. 
2821;Apr.  10, 1919.) 

Where  losses  occur  from  spirits  covered  by  bond,  rate  of  tax  to  be  asserted  in 
connection  with  such  losses  will  be  $6.40  per  gallon  when  bond  is  written  in  penal 
sum  measured  by  that  rate  of  tax;  when  penal  sum  of  bond  covers  tax  at  rate  of  $2.20 
a  gallon,  assessment  on  account  of  losses  will  be  made  at  that  rate,  unless' it  shall 
appear  that  spirits  or  any  part  thereof  were  diverted  to  beverage  purposes,  or  for 
use  in  manufacture  or  production  of  any  article  used  or  intended  for  use  as  a  bev- 
erage, in  which  event  tax  will  be  asse^ed  at  rate  of  $6.40  a  gallon.  (T.  D.  2821; 
Apr.  10, 1919.) 

Bottling  in  bond. 

Under  section  406  of  the  act  of  September  8,  1916,  gin  of  not  less  than  80  per  cent 
proof  may  be  bottled  in  bond  in  bottling  warehouse  on  distillery  premises  for  export 
at  any  tune  within  eight  years  after  entry  in  bond  in  distillery  warehouse;  except 
as  herein  provided.  Regulations  No.  23,  revised  December  21,  1912,  and  Regula- 
tions No.  29,  revised  August  18, 1914,  ai-e  made  applicable  to  withdrawal  and  bottling 
in  bond  for  export  before  expiration  of  four  years  after  entry  in  bonded  distillery 
warehouse;  spirits  withdrawn  tax  paid,  and  spirits  withdrawn  for  export  can  not  b(p> . . 
permitted  in  hottling  warehouse  of  distillery  at  same  time.  (T.  D.  2371;  Sept.  15, 
1916.) 

When  whisky  bottled  in  bond  is  found  on  the  market  the  actual  proof  of  which 
does  not  excee<j  TOP,  office  of  Commissioner  of  Internal  Reventie  will  not  r^ard  such 
overproof  as  cause  for  detention  of  spirits;  when  proof  of  spirits  bottled  in  bond  is 
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Bis  tilled  spiritB — Continued. 

Bottling  in  bond — Continued. 

found  on  market  to  be  over  100.3**  facts  should  be  reported  to  office  of  Commissioner 
of  Internal  Revenue,  in  order  that  where  deemed  necessary  an  investigation  may  be 
made  of  bottling  warehouse  where  spirits  were  bottled.    (T.  D.  2432;  Jan.  6,  1917.) 

Spirits  removed  to  bottling  houses  must  be  immediately  bottled,  cased,  and  re- 
moved from  the  premises;  one  day  considered  sufficient  time  within  which  to  bottle 
contents  of  each  tank,  unless  distiller  is  filling  bottles  less  than  quart  in  capacitv,  in 
which  case  time  may  be  extended,  but  in  no  case  to  exceed  three  consecutive  days. 
(T.  D.  2480;  Apr.  5,  1917.) 

Requirement  of  article  34,  Regulations  No.  23,  requiring  name  of  domestic  port  of 
clearance  and  port  of  foreign  destination  to  be  marlced  on  cases  of  distilled  spirits 
bottled  in  bona  for  export,  waived;  distillers,  however,  required  to  mark  on  ** Gov- 
ernment side  "  of  the  cases  the  words  **For  export  from  U.  S.  A."  (T.  D.  2486;  Apr. 
21,  1917.) 

Practice  of  underfilling  bottles  or  using  undersized  bottles  will  not  be  tolerated; 
where  quarts  do  not  vary  in  capacity  more  than  one-half  once  from  the  standard  of 
32  ounces  and  other  sizes  in  like  proportion,  same  will  not  be  noticed,  but  if  bottles 
are  found  upon  either  the  distillers  premises  or  the  open  market  uniiforaily  to  con- 
tain 31  i  ounces  as  to  quarts  and  other  sizes  in  like  proportion,  and  if  bottles  are  found 
to  contain  less  than  31^  ounces  of  spirits  as  to  quarts  and  other  sizes  in  like  propor- 
tion, aitich  spirits  will  be  subject  to  seizure;  allowance  for  variation  of  J  ounce  from 
standttrd  of  32  ounces  will  not  be  made  unless  there  shall  be  as  many  bottles  run- 
ning 32^  ounces  as  there  are  those  that  run  31^  ounces  as  to  quarts  and  other  sizes  in 
like  proportion.     ^T.  D.  2488;  May  9,  1917.    T.  D.  2498;  June  6,  1917.) 

Marks  and  brands  imprinted  or  embossed  on  a  loose  sheet  to  be  attached  to  '  'Gov- 
ernment side"  of  case  permitted,  provided  that  suitable  paste  or  glue  is  used  which 
will  protect  the  loose  sheet  after  it  has  been  attached  to  the  case  from  the  effects  of 
moisture.     (T.  D.  2492;  May  28,  1917.) 

Estate  tax. 

United  States  Government  bonds  must  be  added  to  value  of  estates  for  purpose  of 
taxation.    (T.  D.  2449;  Feb.  13,  1917.) 

Under  section  202  of  act  of  September  8,  1916,  bonds,  both  foreign  and  domestic, 
owned  by  nonresident  decedents,  which  bonds  are  physically  situate  in  the  United 
States,  Hawaii  or  Alaska  at  the  time  of  the  owner  s  death,  must  be  returiied  as  a 
portion  of  the* gross  estate;  where  bonds  are  physically  situate  outside  of  the  United 
States,  Hawaii,  or  Alaska,  they  need  not  be  so  returned;  bonds  owned  by  residents 
are  taxable,  regardless  of  where  situate  at  time  of  owner's  death.  (T.  D.  2530;  Oct. 
4,1917.) 

Circular  No.  132,  issued  under  date  of  January  30,  1919,  with  reference  to  receipt 
of  Liberty  bonds  in  payment  of  estate  or  inheritance  taxes,  published.  (T.  D.  2802; 
Mar.  12,  1919.    See  also  T.  Ds.  2878,  2898,  2904,  2905.) 

Szcess  profits  tax — '^Tangible  property." 

Stocks,  bonds,  bills  and  accounts  receivable,"  notes  and  other  evidences  of  indebted- 
ness, and  leaseholds,  when  paid  in  for  stock  or  shares  in  corporation  or  partnership, 
will  be  regarded  as  tangible  property  so  paid  in,  but  when  corporation  pays  for  in- 
tangible property  by  the  issuance  of  its  own  stock  or  bonds,  this  will  not  be  regarded 
as  being  a  payment  bona  fide  made  in  cash  or  tangible  property  within  meaning  of 
section  207.     (T.  D.  2694;  art.  47.) 

Fermented  liquors. 

Execution  of  new  bonds  required  wherever  specific  acts  of  Congress  or  rates  of 
taxation  necessitate  such  bonds.    (T.  D.  2525;  Sept.  24,  1917.) 

Instrurtions  with  reference  to  requiring  new  bonds  in  cases  where  old  bonds  are 
inadequate  because  of  increased  rates  imposed  by  act  of  October  3, 1917,  upon  manu- 
facture and  sale  of  fermented  liquors.    (T.  D.  2578;  Oct.  31,  1917.) 

Floor  taxes. 

See  ''Additional  taxes,"  ante. 
Income  taxes-— Exemptions. 

See  "Liberty  bonds,"  po«f. 

Section  30  of  the  act  of  September  8,  1916,  as  amended  b>;  the  act  of  October  3f 
1917,  does  not  exempt  from  tax  any  income  collected  by  foreign  Governments  fnom 
investments  in  the  United  States  in  stocks,  bonds,  or  other  domestic  secT^itieis, 
which  are  not  bona  fide  owned  by  but  are  loaned  to  such  foreign  Government.  (T. 
D.  2690;  art.  87.) 
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Income  taxes— Ezezuptioiis — Continued. 

All  interest  received  on  obligationa  of  United  States  xir  ito,posaeuioDfi'.or*on  obliga- 
tions of  a  State,  or  aQy  political  scubdivision  thereof,  should  he  elinnnated  in  aac;er- 
taiuing  grass  income;  accrued  interest  onT)ondsptnrchased  must  not;liein(3udea  in 
amount  elinihitfted  from  groasincome ;  in  caae  df  db'ligations  df TJnited  Sfattes  issued 
after  September  1,  1917,  income  therefrom  is  exempt  from  tax  mily  to  oxterit  pro- 
vided in  the  aet  at#thomiBg-1(heiri98ue,'imd  <in)romcB'from«8Uch' ob^ligations received 
byinminoice  cempaDtes  isexompt'from^'per  cent  and  4per  eenttafx.  (T.13.  2690; 
art.  239.) 

Gross  income. 

InterestacQCUed  .to  time  of  puiduuBeof  bonds*  (adtv^eoiced  l^yiilurc^iMerVifl  not  to  be 
accounted  for  asincome  by ipurchasei:;  only  amount  of  iniei»st.aiBignabie  toiptftion 
of  interestpaid  subaequent  totpurcbase !lM»fltatHfltof jincoBJC^and lamrtmt of^ccmod 
interest  so  advanced  by  .purchaser  is  toKtfble  lineeme :  to  be  aeeotinted  tf  or  inoetiun  of 
vendor;  coupons  from  bonds  for  interest  thereon,  exchanged  for  other  I'bcmdfi,  are 
equivalent  of  payment  of  interest  coupons  and  .pUEckaBe>m>newbonds  with  cash; 
amount  of  coupons  is  to-be  accounted  ior .as  income  for  csileadar  year -in  whicb  ex- 
chaage  is  made.    ,(T.  D.  2B90;  -art.  4.) 

Interest' on.Statermunioipal,  andiDnited  Btatee  bonds  reeeivedfbV'i^oipaMtifliis  is 
.not .taxable  totthe>eoi;pasation;  upunamalgftmatian  ^with  other tfundstofcoiporgtion 
such  .income  ieses  its  ideniitiy ;  <whcn  diateibirted  io  eteckhoLden  :as  :a  dxvidsnd, 
•entiT&aniountof  dividend  isaubjedt  taaneiusiontinTeluvitt  iSliiiXimaB^at;pKaKoam  of 
tax,;  tforegoii)g  >holdfl  ^ true  ior  scrip  ip«|ymeat' of  interest.   . (T.  D .  .2690 ;  mtt.  a!) 

Cbrosfliinaomcjfrom  sourees^iitfain  -United  'States,  as  a[ppiied'to*{Dretgn'caa!j>oEation8, 
includes  ihteiest  received  'On  ^bouds,  notes  'or  e^er  iittere3t<^beai^g  dbligationB  of 
residente,  cox^ifllto tor  o&eiwifle.   i(T.  D.  3690 ;  .lart. 'S^. ) 

Intevest  received -on  ibends 'held,  <wbeiher guaranteed  to %e  tax  freexFriKtt,  must 
tbe  iincluded  in  ineome ; and  tnu^  -be  lacceinited  for  "in  ^i^^um  n[^  'jemziual  net iincome ; 
matter  of  complying  with  covenant  of  bond  «  matter  to  beadjusted  between -debtor 
corporation  and  the  bondholder.    (T.  D.  2690;  art.  122.) 

.inioiamastum,wlt  scmrce. 

Owners  of  bonds  of  dom^tic  and  resident  corporationsBbsBfl,  ■when.prescntingiriter- 
leBteoupODBiiorpayment,  imBflBeriificttte  6i  o  wuertbip  -f or  ea(^  «iflBue-  of  bende  imowing 
^name  land  taiddarMs  df  debtor  'Qorpoiatien^  •naoie  ^and  'aUdram  cff  "ovmer  of  %ondB , 
whetfaer^iayee'iBTmaFEiedcorhiPBd  of %iftumty , .and iaraeuntdf iriterart.  ' (T. D .  2690; 
wt.46;) 

'R^ums  df  irfformafion  Teqtrired,  regardless  of  amomrt,  in  rase  df  jpi^inents  of 
interest  upon  bonds,  Tnortgag^es,  or  deeds  'Of  trui^t,  or  other  sindlar  ooIi^faticnB  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insuiance 
companies,  and  in  ifae  case  Si  -fereign  itena;  originiBil  ownership  ceftificates,  'when 
duly  filed,  ^uU  :eo]iftitute  and  Hoe  tieiited  Rs^retuFne'df  information.  (T.  D.  2759; 
Oct.  2,  1918.) 

The  term  "foreim  item,"  as  usedTn:aiticle:S5.af  CRegulalBnLs  'Ko.'^,  vrasefl, 
joeansany^ividend.i^Qn.fitodc  of  Joaeign- Gojcpoaation  oranQritem'of  urdsoFOSt  upon 
bondsof  foreign  Gountuee  or  •foreign' Gon>oratiQiiB,  twfatetbsr«u<di(dzwLdflnd:ar  interest 
: is  j)aid  in  the TTnited  .States  or  by  aheok>dnniin<mifaidaBLeatic  buflc.  .(iT..  K>,  i^759 ; 
tOct.J2,  a9I8.) 

ICfae:teBDi  '"toreign  inirpoAtu»i,"jBBiifsed  xn^«r«idle^35  of  H^giflAtienB  No.  B8,  re- 
\ised,  means  one  not  organized  and  exiBting^underilhe»l«ffB>of  Ike  United 'Btot^Ri  or 
of  any  State  or  Territory  thereof,  or  of  the  District  of  Columbia,  forte .«Rie<j, -or •die 
Philippine  Islands.    .(T.  D.  2759;  Oct.  3,  I&IS,) 

'^Vherever-a  foreign  .country  or  foreign -corporation  .J8SGi^jM>Bd8Jias.%ppoinlad  a 
p^jing  agent  in  this  country,  charged  with.dilty  of  myiijginterest  uponjiuoh  bonds, 
euch  agrart  iixsM  be  source  of  in&rmation;  df  Buch  country  or  £orpoxa£ion  has  no 
'i!udh*a|p9nt  then 'liMit  banker  jCDllecting.agent  in  this  country'' ehall  be  source  of, in- 
formation ;  in  rase  of  drvidends  on  dtock  of  foreign  corpordtion,  lirst  bank  or  collect- 
ing agent  accepting  such  item  for  collection  shall  be  source  of  ^dforaurtion. 
(T.  D.  2759;  Oct.  2,  1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  4>f«foce^  QagunatiMia,  iAie 
owned  by  citizens,  or  residents  of  United  States,  individual  oriiduciary,'OX'by  do- 
mestic or  resident  corporations,  joint-stock  companies,  ^associations,  insunmce  com- 
panies, or  partnershipe,  ownership  certificate  KXflA  shall  be  execitted  by  .actual 
owner,  or'byhifl  duly authorisjed' agent,  when  presenfing^tem'for collection,  wlMjflier 
itBa  is  dividend  or  interest 'P0}n9ient,  except  in  case  of'bre^  couiltty  or  foreign 
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— —  Informatioxi  at  source — Continued. 
ooiporatiooL  Iiaviag  pavi&g  a^oat  in  this  countiy  and  issuing  bonds  conlaimng 
*' tax-free"  covenant  clause;  in  suck  cases  paying  agent  will  withhold  normal  tax 
upon  interest  on  such  b<Hids,  and  ownership  certificate,  Focm  1000,  prop^ly  modi- 
fied to  show  that  debtor  has  ]>ayiiig  agent  in  this  country,  ^loidd  be  used,  unless 
owner  desires  to  claim  exemption,  when  Form  lOOlA  should  he  used.  (T.  D.  2759; 
Oct.  2, 1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  b>r  nonresident  alien  individuals,  or  foreign  corporations,  associatioiis,  or 
partnersnips,  ownership  certificate,  Form  1071,  revised,  shall  be  used  iot  and  on 
behalf  of  sucli  owners  by  any  responsible  bank  or  banker,  either  foreign  or  domes- 
tic.   (T.  D.  2759;  Oct.  2,  1918.) 

Banks  or  agents  collecting  foreigii  items  required  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  biannen  and  are  sabject  to  such  regu- 
lations for  furnishing  of  information  as  the  CommiBaioner,  with  approval  of  Secre- 
tary of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  bv  failure  to  obtain 
such  license.    (T.D,  2759;  Oct.  2, 1918.) 

FaF&^  items  shall  not  be  aocep(ted  for  coiloction  by  any  bank  or  coliecttng  agent 
unless  UKkned  as  proscribed  or  aocompanied  by  proper  ownership  certificates, 
giving  all  information  called  for  by  such  certificate;  where  first  iicensed  bank  or 
ooUecting  agent  is  source  ol  infocination,  licensee  shall  attach  ownership  certifi- 
cate ana  indorse  on  item  the  words  ^^Cee^&caXe  attached  and  information  fur- 
nished," adding  kis  name  and  address;  when  foreign  items  have  been  properly 
indorsed,  certificates  sluJl  be  attached  and  forwarded  to  Commissioner  of  intemal 
Revenue  (Sorting  Division),  Washington,  B.  C.  on  or  before  20th  day  of  month 
following  that  during  which  items  were  accepted,  accompanied  by  letter  of  tmns- 
mittal.  snowing  number  of  certificates  and  aggregate  amoimt  of  foreign  items  dis- 
closed thereon.    (T.  D.  2759;  Oct.  2, 19IB.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall  accom- 
panv  coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent,  then  to  last 
bank  or  collecting  "agent  handling  item  in  this  country;  when  more  tiian  one  coupon 
of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same  issue  of 
bonds,  single  cert^icate  may  be  used;  when  kawa  items  have  been  jMY^rly  in- 
dorsed, certificates  ^»U  be  attached  and  forwarded  to  Commissiooer  of  Internal 
Revenue  fSortiiig  Divinon),  Washington,  D.  C,  €f&  Gt  before  30fh  day  ol  month 
foMowing  that  during  which  items  widte^  accepted,  accompsmied  by  lert^er  of  trans- 
mittal, snowing  number  of  certificates  and  aggregate  amount  ol  foreign  it«ms  dis- 
eloaod  thereon.    (T.  D.  275d;  Oct.  2, 1918.) 

Where  payii^  agent  or  H»t  bank  or  eoltectii^  ngent  in  this  country  is  source  of 
iaiormatian,  ownership  certificate  tksdL  acconapany  ccmfHm  to  such  a^nt  or  source 
of  infbrmatioa,  who  sball  Inward  certificate  to  Commiflrioner  of  Internal  Revenue, 
in  manner  provided  where  duty  iz  placed  upon  licensee,  provided  that  in  case  own- 
ership certificate,  Form  liQO(,*is  wed,  vyT^  agent  sudl  make  return  on  Form 
1B12.    (T.  D.  275»;  Oct.  2, 19t8.) 

liberty  bonds. 

Interest  on  obligations  of  United  States  (but,  in  case  of  obligjations  issued  alter 
September  1, 1017,  only  if  and  to  extent  jj^rovided  in  act  authorizing  issue  thereof), 
or  Its  possessions  shall  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Income  from  United  States  bonds  issued  under  the  act  of  September  24,  1917,  is 
exempt  from  the  war  income  tax  of  4  per  cent  imposed  apon  net  income  of  corpora- 
tions W  section  4  of  Title  I  of  the  aet  of  October  %,  1917,  and  the  2  per  cent  tax  im- 
posed by  section  10  of  Title  I  of  the  act  of  September  8,  1Mj6,  as  amendad.  (T.  D. 
2690;  art.  85.) 

When  income  as  such  is  taxable  to  beneficiarieB,  as  in  case,  ander  present  income 
tax  fckw,  of  trust  income  of  which  is  to  be  distributed  annnally  or  reguiarty  between 
exististf  benefidaries^  each  beneficiary  is  regarded  as  own^  of  proportionato  part 
of  bonds  held  in  trust,  and  subscription  of  trustee  for  bonds  of  Fourth  Liberty  Loan 
constitutes  each  beneficiary  an  original  subscriber  for  his  proportionate  part  and 
entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  issues,  whether 
owned  by  beneficiary  or  by  tnistee,  and  subscription  by  such  beneficiary  for  bonds 
of  FxHirtn  Liberty  Loan  entitles  him  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues  hold  by  trustee.  (T.  D.  2762;  Oc\t.  18,  1918.) 
*  Whenriooome  is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law,  of  a 
trust  income  of  which  is  accumulated  for  benefit  of  unboni  or  unaaccr  toiacd  persons, 
trust^ae  is  regarded  as  owner  of  all  bonds  lidd  iu  trust  and  Hie  trust  is  entitled  to 
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Liberty  bonds— Continued. 

exemption  on  account  of  such  ownership;  in  such  case  subscription  by  trustee  for 
bonds  ot  Fourth  Liberty  Ix>an  constitutes  trustee  as  such  the  original  subscriber  and 
entitles  the  trust,  on  account  of  such  subscription,  to  collateral  exemption  of  inter- 
est on  bonds  of  previous  issues.    (T.  D.  2762;  Oct.  18,  ldl8.) 

When  income  of  partnership  is  taxable  to  individual  partners,  as  under  present 
income  tax  law,  ^ch  partner  is  treated  as  owner  of  proportionate  part  of  Liberty 
loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such  owner- 
ship as  if  such  partner  ownea  such  proportionate  part  of  bonds  directly.  (T.  D. 
2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess  profits  tax  law,  partnership  is  treatea  as  owner  of  Liberty  loan  bonds  held 
by  it  and  entitled  to  exemption  from  taxes  assessed  upon  income  of  partnership  aa 
such.     (T.  D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  parttiei^hip 
income  such  partner,  if  partner  at  time  of  original  subscription  by  partnership  for 
bonds  of  Fourth  Liberty  Loan,  is  treated  as  original  subscriber  for  proportioiiate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T.  D. 
2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partnership  income  as  a  whole, 
such  partnership  is  original  subscriber  and  entitlea  to  collateral  exemption  of 
interest  on  Liberty  bonds  of  previous  issues  on  account  of  such  original  subscription 
for  bonds  of  Fourth  Liberty  Loan.     (T.  D.  2762;  Oct.  18,  1918.) 

Corporation,  and  not  stockholders,  is  regarded  as  owner  of  Liberty  loan  bonds 
held  by  a  corporation  and  entitled  to  exemption  on  account  of  such  ownership; 
when  bonds  ot  Fourth  Liberty  Loan  are  subscribed  for  by  corporation  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  of  interest 
on  bonds  of  previous  issues  on  account  of  such  original  subscription.  (T.  D.  2762; 
Oct.  18,  1918.) 

Net  income. 

Where  it  is  clearly  established  that  debtor  corporation  has  actually  withheld  and 
,  paid  to  proper  officers  of  the  United  States  tlie  tax  on  interest  on  bonds  containing 
tax-free  covenant,  recipient,  having  returned  such  interest  as  income,  may  take 
credit  against  any  tax  to  which  subject  on  the  basis  of  the  return,  for  tax  so  paid  by 
debtor  corporation.    (T.  D.  2690;  art.  122.) 

Discount  on  bonds  issued  and  sold  prior  to  1909,  if  such  discount  was  then  chained 
against  surplus  or  against  income  of  year  in  which  bonds  were  sold,  not  deductible 
from  income  of  subsequent  years,  for  reason  that  charging  off  prior  to  January  1, 1909. 
of  entire  amount  of  discount  constitutes  closed  transaction.    (T.  D.  2690;  art.  149.) 

Where  bonds  were  sold  subsequent  to  January  1, 1909,  at  a  discount,  and  amount 
of  discount  was  charged  off  on  books,  either  against  earnings  or  surplus,  but  not 
deducted  in  corporation's  return  of  net  income,  such  discount  as  was  not  then  de- 
ducted may  be  spread  over  life  of  the  bonds  and  an  aliquot  part  of  the  discount  mav 
be  deducted  from  gross  income  of  each  year  until  bonds  mature  or  are  redeemed. 
(T.  D.  2690;  art.  150.) 

Wliere  corporation  sells  its  bonds  at  discount  plus  commission  for  selling,  amount 
of  such  discount  and  commission,  together  with  other  expenses  incidental  to  issuing 
bonds,  constitute  a  loss,  aggregate  amount  of  which  will,  for  purpose  of  income-tax 
return,  be  prorated  over  life  of  bonds  sold,  and  amount  thus  apportioned  to  each 
year  will  be  deductible  from  gross  income  of  each  year  until  bonas  shall  have  been 
redeemed.    (T.  D.  2690;  art.  150.) 

Where  corporation  having  sold  its  bonds  at  discount,  discount  having  been  de- 
ducted from  gross  income,  later  repurchases  or  redeems  the  bonds  at  a  price  less  than 
par,  difference  between  price  at  which  they  are  redeemed  and  their  par  value  will 
be  returned  as  income;  if  bonds  are  sold  at  premium,  premium  must  be  returned  as 
income.    (T.  D.  2690;  art.  150.) 

Where  corporation,  under  terms  of  its  indenture,  securing  issue  of  bonds  is  re- 
quired at  certain  specified  period  to  purchase  and  retire  certain  number  of  its  bonds, 
and  in  doing  so  pays  more  than  par  for  the  bonds,  loss  sustained  is  allowable  as 
deduction  from  gross  income  for  year  in  which  purchase  is  made,  under  certain  S{^i- 
licd  conditions.    (T.  D.  2690;  art.  152;) 

District  irrigation  bonds  generally  are  a  lien  upon  real  estate  affected  by  irriga- 
tion project,  and  until  corporation  holding  such  bonds  has  taken*  necessary  action 
to  protect  its  interest  and  enforce  collection  of  such  bonds,  corporation  will  not  be 
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allowed  to  deduct  face  -valiie  or  any  eetimated  amount  supposed  to  represent  loss  or 
shrinkage  in  valuei  of -such  bonds;  any  estimated  shrinkage  in  value  does  not  con- 
BiUute  loflswithin  meanitie  of  Title  I  of  the  ac  t  of  ^ptember  8, 1916;  as  amended  by 
act  of  October  3, 1917;  so  long  as  value  of  security  is  uncertain  or  unknown  loss  can 
not  defiiiiMy.be  ascertained  and  is  therefore  not  deductible.  (T.  D.  2690;  art.  153.) 
Where  bond^  or  other  forms  of  indebtedness  are  issued  with  guaranty  that  interest 
thereon  cdiall  be  free  from  taxation  as  a«unst  holder,  corporation  paying  tax  pursuant 
to  guaranty  will  not  be  permitted  to  deduct  tax  so  paid,  as  contract  is  not  binding 
upon  or  recognized  by  Government  in  determining  tax  liability  of  corporation.  (T* 
D.  2690;  art.  193.) 

^Withholding.    . 

Form  1000,  revised,  shall  be  used  when  no  personal  exemption  is  claimed  against 
interest  on  bonds  containing  tax-^ree  covenant  by  citizens  or  residents  of  the  United 
.  States;  by  nonresident  alien  individuals,  foreign  corporations  hitving^  no  office  or 
place  of  business  in  the  United  States,  whether  or  not  such  bonds  contain  a  tax-free 
covenant;  and  in  case  where  coupons  are  Received  not  accompanied  by  certificates  of 
ownership.  First  bank  receiving  coupons  not  accomi>anied  by  .ownership  certifi- 
cates will  make  certificate,  crossing  out  "owner' '  and  inserting  "payee,"  and  will 
enter  amount  of  interest  on  line  4.    (T.  D.  2690;  art.  43.) 

Form  1001,  revised,  shall  be  used  when  personal  exemption  is  claimed  against 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  United 
States,  and  when  presenting  coupons  from  bonds  not  containing  tax-free  covenant; 
by  domestic  partnerships,  corporations,  or  associations;  by  nonresident  idien  part- 
nerships; ana  by  foreign  coporations  having  office  or  place  of  business  in  United 
States,  whether  or  not  suoh  bonds  contain  tax-free  covenant.  In  case  citizen  or 
resident  individual  receives  interest  on  bond  containing  tax-free  covenant  in  excess 
of  amount  of  personal  exem«>tion  which  individual  may  claim,  any  such  excess 
must  be  reported  on  Form  1000,  revised.    (T.  D.  2690;  art.  43.) 

Withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  la^  apply  to 
normal  income  tax  of  citizens  and  resident  aliens,  only  when  derived  from  interest 
on  bonds  and  mortgages,  deeds  of  trust,  or  other  similar  obligations  of  corporations, 
associations,  etc.,  which  have  a  "tax-free  covenant  clause,  regardless  of  amount 
and  period  of  payment;  on  and  after  January  1, 1918,  normal  tax  of  2  per  cent  im- 
posea  by  the  act  of  October  3,  1917,  is  the  tax  to  be  deducted  and  wnhheld  from 
citizens  or  residents  of  the  United  States  in  accordance  with  section  9  (c).  (T.  D* 
2690;  art.  43.) 

Withholding  Will  at  all  times  be  liinited  to  2  per  cent,  except  in  case  of  interest 
on  corporate  bonds  owned  by  foreign  corporations  having  no  office  or  place  of  busi- 
ness in  the  United  States,  in  which  case  deduction  will  be  at  rate  of  6  per  cent.  (T. 
D.  2690;  art.  45.) 

Public  ofiicezB — ^Wartaz. 

.  Bonds  given  by  officials  of  a  State,  township,  county,  or  village  for  faithf\il  per- 
formance of  duties  are  free  from  Federal  taxation  on  broad  ground  that  sovereign 
States  and  subdivisions  thereof  are  constitutionally  free  from  taxation  by  Fedem 
Government.    (T.  D.  2624;  Dec.  14,  1917.) 

Belease  of  seized  property. 

In  case  of  seizures  of  automobiles,  horses,  and  other  similar  property,  collectors 
instructed  to  refuse  to  accept  bond  under  section  8459,  Revised  Statutes,  for  release 
unless  property  was  seized  under  proxdsions  of  section  3453,  Revised  Statutes,  only; 
where  sei/ture  was  not  made  under  such  section,  if  property  is  appraised  at  $500  or 
less,  collectors  will  dispose  of  same  promptly  under  provisions  of  section  3460,  unless 
bond  for  coeto  is  given,  in  which  event  oond  should  be  forwarded  to  United  States 
attorney  with  request  to  institute  libel  proceedings;  if  value  exceeds  $500,  property 
should  be  turned  over  to  United  States  marshal  and  the  attorney  requested  to 
institute  forfeiture  proceedings,  no  bond  for  costs  being  required;  Question  of  release 
of  property  on  bond  is  within  jurisdiction  of  court.    (T.  D.  2511;  July  12, 1917.) 

BepWement  ifund— Securing^  ineonie  said  ezcesa  profits  taxes. 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 

*  cate»  of  authority  from  Sctcrctary  of  Treasury  as  acceptable  sureties  on  Federal 
boads  wilLbeapf»ioved  as  sureties  or  depoaitanes  under  Schedules  B  and  0  of  Form 
1114,  prescribed  by  T.  D.  2733,  on  application  for  establishment  of  replacement 
fund  in  case  of  property  requisitioned  for  war  uses  or  lost  or  destroyed  in  whole  or  in 
part  through  war  hazards,  as  permitted  by  T.  D.  2706.    (T.  D.  2755;  Aug.  26, 1918.) 
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Indemnity  or  surety  bonds  given  by  tnislees  in  bftukrttptCT  lor  ^Ufpose  cfif  qluUi- 
fyitng  Afl  suoi  are  bonds  required  in  legal  pioceedlDgfl  and  toerefore  exenwt  £rom 
taxatiOTL  under  Schedule  A,  act  of  October  3, 1917.    (T.  D.  2647;  Feb.  2, 1918.) 

Presiinory  notes  iflmed  and  delivered  on  or  after  A.fn\  6,  191S,  asid  secured  by 
pledge  of  aa^  bonds  or  obligatsens  of  United  Siatee,  issued  after  A|iil  24,  1917, 
atid  all  premiasory  notes  asstted  aad  deKveied-on  or  alter  Apnl  6, 1916,  and  secured 
by  pled^  of  promissary  note  -which  itself  is  secured  by  pledge  ef  United  States 
bonas  or  obligations  issued  after  April  24, 1017,  are  exempt  from  stamp  tax  in^Meed 
by  section  301  of  the  act  of  April  5,  1918;  bofnds  herein  mentiened  include  Lib- 
erty bonds;  exemption  applies  only  wherepar  value  of  bonds  or  obligations  pledged 
shall  equal  amount  of  promissory  note.    (T.  D.  2701;  Apr.  16, 1918.) 

Instruments  containing  essential  features  of  promissory  note  but  issued  by  cor- 
porations in  numbers  under  trust  indenture,  either  in  registered  form  or  T«rith  coupons 
altacited,  embodying  x^ovisions  for  acceteration  of  maturity  in  event  of  default  by 
obligor,  for  optional  r^gistratioii  in  caee  of  bearer  trends,  for  antheatkaldoB  by  trustee, 
and  somettmes  for  redemption  before  maturity  or  nmilar  provisionB,  are  bonds 
within  meaning  of  Schedule  A  of  'HtAe  VIII  of  act  of  Octdber  S,  1917,  wiiether 
<»ited  bonds,  debent^nres,  or  notes.    (T.  D.  2713;  May  14,  1918.) 

Instrument  Tinder  seal  conditioned  in  penal  amount  for  payment  of  sum  of  money, 
stich  as  often  accompanies  mortgages,  is  bond  within  meaning  of  Schedule  A  of 
Title  VIII  of  the  act  of  October  3,  1917.    (T.  D.  2718;  May  14,  1918.) 

Bonds  of  a  private  corporation  delivered  by  it  to  the  United  States  Houang  Corpo- 
ration as  collateral  security  for  a  loan  to  aid  the  borrower  in  perfonnii^  its  contract 
with  the  United  States  Housing  Corporation  are  subfect  to  stamp  tax.  (T.  D.  2782; 
Dec.  24, 1918,) 

Premiums  on  indemnity  or  surety  bonds  executed  prior  to  December  1, 1917,  arc 
not  the  subject  of  stamp  tax  when  premiums  due  and  payable  subsiequent  to  Decem- 
ber 1,  1917,  arc  not  essential  to  continuance  in  force  of  such  bonds;  where  bonds 
issued  prior  to  December  1^  1917,  are  continued  in  force  after  December  1, 1917,  by 
the  execution  of  continuation  certificates  the  tax  applies  to  the  premium  chargea 
for  the  issuance  of  such  certificates.    (T.  D.  2782;  Dec.  24, 1918.) 

Stamp  tax  imposed  on  indemnity  and  surety  bonds  by  paragraph  2  of  Schedule  A, 
'  Htlc  Vni,  act  of  October  3, 1917,  applies  to  indenmity  bonds  made  to  the  Govern- 
ment to  secure  issuance  of  duplicate  checks  for  allotment  and  allowance  or  other 
benefits  under  the  act  of  October  6, 1917.    (T.  D.  2795;  Feb.  26, 1919.) 

So-called  busiiieeB  property  investment  bond,  wherein  it  is  certified  that  the 
holder  thereof  is  the  owner  of  interest  in  certain  specified  real  property,  leg^  title 
to  which  was  previously  conveyed  to  a  trustee,  -and  whereby  corporation  issuing 
same  agrees  to  manage  the  p]X)perty  and  distribute  proceeds  in  certain  manner,  is 
not  subject  to  tax  as  a  certificate  of  stock.    (T.  D.  2795;  Feb.  20, 1919.) 

Wlnea — ^Blended  wines. 

Unstamped  wines  may  be  blended  on  bonded  premises  but  when  nemovefd  must 
be  stamped  according  to  the  alcoholic  strength  of  wine  as  blended.  (T.  D.  2387; 
Oct.  80,  1916.) 

Wines  are  taxable  according  t<j  their  alcoholic  strength  when  placed  on  Uie  market, 
but  blending  on  bonded  premises  of  wines  of  different  alcoholic  strength  is  per- 
missible.    (T.  D.  2387;  Oct.  30,  1916.) 

Carbcniflpted  wines. 

Carbonated  wines  cm  be  prodttoed  only  at  the  winery  or  other  bonded  preauses 
and  can  not  theveSore  be  f»oduced  on  premises  of  retail  dealer.  (T.  D.  2387;  Oct. 
80,1916.) 

The  artificiaUr  carbonating  of  stiil  wines  on  which  tax  has  been  paid  is  not  per- 
missible, as  such  carbonated  wines  are  a  distinct  product  and  must  be  produced 
on  bonded  premises.    (T.  D.  2387;  Oct.  30,  1916.) 

- —  Olariiled  winss. 

Wines  returned  to  bended  pnsmam  an  stanped  paekai^ea  to  be  clarified  noky 
when  c^larified  be  rcy;>laced  in  such  stamped  packages  which  should  be  set  apart 
for  that  particular  purpose:  if  otherwise  recasked  the  wines  will.be  subject  to  tax  as 
if  originally  produced.    (T.  D.  2387;  Oct.  30,  1016.) 
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Wines— Continued . 

Fortification. 

Pendisjg  aeviaion  of  wfflilatiimg  forti&catiaEi  o£  mnm  ytroklwri  to  ocmtinuo 
under  exiflting-  regulationB  and  exutixig  ionn  of  bond,  if  eomwpt  of  mgaen  to  bond 
ifl  obtained.    (T.  D.  2387;  Oct.  30,  1916.) 

Focm  699A  ma^  be  esecnted  by  wine  B»kem  oovenog  4ax  en  teandy  used  in 
fiortification  of  wisea,  trtaspcartatian  of  biaoidy  to  boiKlea  vriaery,  and  its  uae  in 
fortification.    (T.  D.  2525;  Sept.  24.) 

Imports. 

BcndB  BecmiBg  payaaent  of  intemal-wTenue  tax  will  not  be  required  ior  inaperted 
wines,  as  such  wines  remain  in  custody  of  customs  offioen  untu  BU£h  tax  is  paid. 
(T.  D.  2387;  Oct.  30,  1»16.) 

Tax  en  inqxxied  -wisBes  beisig  pftyable  on  removal  of  wines  from  cortximhoase, 
such  wises  can  not  be  tiaDsfcnvd  to  bondod  premises  established  under  the  wine 
act.    (T.  D,  2387;  Oci.  30,  W16.) 

Imported  wines  transferred  in  bond  from  port  of  entry  to  another  port  will  be  tax 
paid  on  removal  from  bond  at  last  named  port.    (T.  D.  2387;  Oct.  30,  1916.) 

Hakem. 

TropMtofB  of  booded  wineries  or  stcnorooms  -who  have  filed  Forms  996  sad  699 
not  roquired  to  again  file  such  Fonus  lor  oadi  fiscal  yen:  unlesB  an  inerease  in  their 
business  necessitates  a  bond  of  lar^r  penal  sum,  but  they  ma^  continue  to  raanu- 
lacture  wine  under  their  ori^^inal  bond,  Form  699,  until  application  tor  oancella- 
tion  of  same  has  been  made.    (T.  D.  2516;  Aug.  17, 1917.) 

Instructions  with  refereaoe  to  eKOcution  of  nsw  wine  bonds  oovcring  bonded 
wineries  and  boaded  stooseioams;  change  in  Foods  690,  709,  and  710;  single  bond 
to  cover  seyeial  wineries;  duplicates;  filing;  when  bond  Form  699A  may  be  used. 
(T.  D.  2525;  Sept.  24,  1917.) 

All  pffOBlisss  where  wines  aape  produced  for  sale  or  where  quantity  produced  for 
family  user  esceeds  200  galkns  pear  year  nust  be  bonded ;  wine  makers  on  failing  to 
bond  such  promises  or  to  oonqily  with  the  la;w  and  relations  to  be  reported  to 
United  States  district  attorney  for  prosecutnm.    (T.  D.  2387;  Oct.  99,  1916.) 

Bonded  premises  can  be  established  by  wine  makers  and  wholesale  dealers  only. 
(T.  D.  2387;  Oct.  80,  1916.) 

Wine  maker  producing  not  exceeding  1,000  gaUons  may  eitiier  file  bond.  Form 
699,  or  may  deposit  with  collector  as  security  Liberty  loan  bonds  or  ca^  equal  to 
amount  of  tax;  if  liberty  loan,  bonds  are  deposited,  he  must  execute,  bcmd,  in 
duplicate,  in  stilted  form,  and  in  such  form  with  appropriate  substituiioiis  in  case 
cash  is  deposited;  bond  and  security  must  be  filed  witt  collector  prior  to  time  of 
crosMug  grapes.    (T.  D.  2765;  Oct.  21, 1918.) 

When  Liberty  loan  bonds  or  caali  are  deposited  as  security  by  wine  maker  pro- 
ducing not  exceeding  1,000  ^^allons  per  year,  the  coltoc tor  should  give  the  depositor 
a  receipt  in  stated  form,  which. receipt  should  be  made  in  trijplifiato,  one  copy  being 
immediately  transmitted  to  dommissioner  of  Internal  Revenue;  saiekeeping  of 
bonds;  assigning  of  reg^tered  bonds:  security  thus  pledged  should  not  be  hrid  by 
collector  except  upon  instructions  from  Commiasioaer,  and  security  wiU  be  sur- 
rendered as  soon  iis  tax  and  accrued  penalty  and  interest  have  been  paid.  (T.  D. 
2765;  Oct.  21,  1918.) 

TJntax-paid  wines. 

rremises  cd  storage  companies  can  not  be  bonded;  Untax-paid  wines  can  not 
therefore  be  received  on  such  premeises.    (T.  D.  23S7;  Oct.  30, 1916.) 

Wholesale  dealers  who  do  not  bond  their  premises  and  who  have  untax-paid 
wines  in  their  possession  must  make  monthly  returns  Under  oath  as  to  sale  of  such 
wines.    (T.  D.  2387;  Oct,  30,  1916.) 

Retail  deidcn  being  e^xempt  from  giving  bond  can  not  receive  on  their  premises 
imtaociMBd  wines.    (T.  D.  2897;  Oct.  80,  1916.) 

BtORigoon  banded  premises  of  wines  on  whidi  tax  has  been  paid  is  not  permissible ; 

so  much  of  premises  used  for  storogi*  or  treatment  of  untax-paid  wines  must  bo 

bonded.    (T.  D.  2387;  Oct.  30,  1916.) 

'•       TsK  an  unstamped  wines  removed  from  or  to  premises  not  bonded  should  bo 

reported  for  assessment  against  shipper  of  such  wines.    (T.  D.  2387;  Oct^  30,  1916.) 

Unstamped  wines  herotoiorc  removed  from  boiMtod  premises  should  be  at  once 
leportod  for  assessmout    (T.  I).  2387;  Oct.  30,  1914.) 
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Wines— Continued . 

Wbolcsale  4«aleni. 

Wholesale  dealers  who  do  not  bond  their  premises,  and  who  have  \intax-paid 
winev'in  their  powuwion,  must  make  monthly  returns  under  oath  as  to  sale  of  such 
wines.    (T.  D.  2387;  Oct.  30,  1916.) 

Wholesale  dealers  are  not  required  to  bond  their  premises,  but  iinless  bonded 
all  wines  received  thereon  must  be  first  tax  paid.    (T.  D.  2387;  Oct.  30,  1916.) 

Withdrawal  of  alcohol,  spirits,  etc. 

Where  domestic  wines  are  to  be  removed  from  bonded  premises  free  of  tax  for 
exportation,  party  intending  to  export  same  shall  file  with  collector  of  district  in 
which  such  premises  are  located  bond  in  stated  form,  to  be  executed  in  duplicate, 
one  copy  to  be  retained  by  collector,  and  one  copy  to  be  forwarded  to  Commissioner 
of  Internal  Revenue;  penal  mim  of  bond  must  oe  at  least  equal  to  double  amount 
of  tax  on  estimated  quantity  of  wine  to  be  removed  during  period  of  three  months 
and  in  no  case  less  than  $1,000;  bond  will  be  continuing  bond,  and  ah  Account  will 
be  kept  with  each  bond  in  which  principal  will  be  charged  ^nth  tax  on  each  lot 
removed  for  exportation  and  will  receive  credit  for  each  lot  concerning  which  sat- 
isfa^^tory  proof  of  exportation  is  received.    (T.  D.  2416;  Dec.  12,  1916.) 

Instructions  with  reference  to  withdrawal  of  alcohol  for  use  in  central  denaturing, 
warehouses  from  diiTerent  distilleries  under  one  bond;  requisites  of  bond;  permit; 
application  for  regatige  and  withdrawal;  order;  storekeeper's  duties;  oertincate  of 
ganger.    (T.  D.  2630;  Jan.  17,  1918.) 

Distillers  or  owners  of  spirits  permitted  to  execute  continuing  (blanket)  bond» 
under  which  spirit's  may  be  withdrawn  from  time  to  time,  in  lieu  of  bond.  Form  643, 
presrribed  in  Regulations  No.  29,  for  each  specified  lot  of  distilled  spirits,  whicn 
Doud  will  be  executed  in  duplicate  with  satisfactory  sureties,  and  in  penal  sum 
BufBcient  to  cover  125  per  cent  of  estimated  amount  of  tax  which  will  at  any  one 
time  constitute  a  chai^^e  against  the  bond,  and  in  no  case  less  than  $1,000;  new  or 
additional  braid;  credit  in  bonded-spirits  accounts.    (T.  D.  2495;  June  8,  1917.) 

In  case  of  shipment  of  wines  free  of  tax  from  bonded  premises  established  under 
section  402  of  act  of  tSeptember  8,  1916,  to  bonded  manufacturing  warehotise  to  be 
manufactured  into  articles  for  export,  proprietor  must  execute  Fonn  703,  in  quad- 
ruplicate; on  arrival  of  wines  at  port  of  entry  manufacturer  will  report  same  to  col- 
lector of  ctistoms,  who  will  cause  wines  to  be  inspected  and  gauged  and  will  certify 
receipt  of  wines  on  blue  Form  703  returning  one  blue  copy  to  collector  of  internal 
revenue  and  sending  other  to  commissioner;  separate  transportation  bond  covering 
tax  on  wines  need  not  be  executed;  credit  given  bond  (Form  699  or  699A)  on  receii»t 
of  certificate  by  collector  of  internal  revenue  from  collector  of  customs.  (T.  D. 
2738;  June  20,  1918.) 

Burden  is  on  plaintiff  in  suit  at  law  to  recover  tax  paid  under  protest,  pursuant 
to  assessment  based  on  alleged  transferring,  in  removing  spirits  f^m  bond,  of  portion 
of  contents  of  barrels  containing,  respectively,  more  flian  requirements  of  Carlisle 
allowance  to  barrels  containing,  respectively,  less  tiian  the  minimum  contents 
required  by  Carlisle  allowance,  to  snow  what  part  of  assessment  wajs  wrongful; 
burden  is  not  met  by  proof  that  payment  was  made  in  accordance  with  govern- 
mental regauge,  nor  cloes  added  fact  of  long  delay  in  making  assessment  overcome 
its  prima  facie  evidenciary  effect.    (T.  D.  2757;  Sept,  5, 1918.    Ct.  Dec.) 

BONUSES. 
Income  tax — Gross  income. 

Where  common  stock  is  received  as  bonus  in  consideration  of  purchase  of  pre- 
ferred stock,  entire  proceeds  derived  from  sale  or  transfer  of  such  stock  is  income 
subject  to  normal  and  additional  tax.    (T.  D.  2690;  art.  4.) 

—  Net  income. 

(rifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in 
good  faith  and  as  additional  compensation  for  services  actually  rendered  |  if,  when 
added  to  salaries,  they  do  not  exceed  reasonable  compensation  for  services,  they 
will  be  regarded  as  pairt  of  the  wage  or  hire,  and  therefore  an  ordinary  and  neces- 
sary expense  of  operation  and  maintenance,  and  as  such,  will  be  deductible.  (T.  D. 
2690;  arts.  8,  138.) 

Gifts  or  bonuses  to  officers  or  employees  may  be  deducted  from  gross  income  ia 
ascertaining  net  income,  when  made  in  good  faith  and  as  additional  compensation 
for  seivicee  actually  rendered;  if,  when  added  to  stipulated  salaries,  they  do  not 
exceed  reasonable  compensation  for  services  rendered,  they  will  be  regarded  as 
part  of  the  w^e  or  hire  of  the  officer  or  employee,  and  as  such  will  be  deductible. 
(T.  D.  2016;  Dec.  11,  1917.) 
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BOTTLERS — BROKERS.  81 

bottx;bbs. 


A  *' bottler"  is  a  producer  or  any  person  who  puts  a  liquid  in  bottles  or  other 
dosed  containers  and  sells  it.    (T.  D.  2719;  Art.  XXXIII.) 

Bsccise  taxes. 

See  "Excise  Taxes." 

BOWLINa  ALLEYS. 
Xxcise  tax  on  tenpins. 

Bowling  alley  tenpins  are  ''parts  of  games"  within  the  meaning  pt  section  60P(f) 
of  the  act  of  October  3,  1917,  and  are  subject  to  taxation  thereunder.  CT.  D.  2795; 
Fob.  26,  1919.) 

Special  taxes. 

Where  post  exchanges  are  under  complete  control  of  the  Secretary  of  the  Navy 
as  governmental  agencies  they  are  not  liable  to  special  tax  on  account  of  billiard 
or  pool  tables  or  bowling  alleys,  operated  by  them.    (T.  D.  2439;  Jan.  27,  1917.) 

Bowling  alleys  are  exempt  under  act  of  September  8, 1916,  if  tax  would  fall  upon 
State  treasury;  otherwise  tax  is  due  on  account  of  bowling  alleys  in  State  armones, 
fire  houses^  etc.,  and  also  in  clubs,  fraternity  houses,  lodge  halls,  charitable  insti- 
tutions, Y.  K(.  0.  A.  buildings,  hotels,  boardmg  houses,  etc.  (T.  D.  2462;  Feb.  16, 
1917:) 

BOXING  CLT7BS. 
Dues. 

See ''Dues." 

B&ANBS. 

See  *'lfarks  and  Brands." 

BBANBY. 

See  "Distilled  Spirits**;  "Wines." 

BREWEBIES. 

See  "Fermented  Liquors." 

BBOKEBS. 

Adxnission  tickets. 

Ticket  brokers  required  to  keep  daily  records  showing  tickets  sold  for  each  enter- 
tainment; proceedsj  cost  of  tickets  and  tax  returnable;  monthly  return,  which 
shall  be  recapitulation  of  daily  records,  required  to  be  made  in  duplicate  on  Form 
729  and  to  be  transmitted  to  office  of  collector,  with  amount  of  tax,  on  or  before 
last  day  of  month  following  that  for  which  return  is  made;  daily  record  of  brokers, 
with  copies  of  their  monthly  retiu*ns,  required  to  be  kept  on  file  for  two  years,  in 
such  manner  as  to  be  readily  accessible  to  internal  revenue  officers.  (T.  D.  2681; 
Mar.  26, 1918.) 

Ticket  brokers  reauired  to  collect  tax  on  admissions  shall^  on  the  1st  day  of  April, 
1918  (and  if  not  on  tnat  date  engaged  in  business,  then  withm  10  days  after  engaging 
in  business),  and  anniially  thereafter  on  the  Ist  day  of  July,  file  in  the  office  of  the 
collector  of  internal  revenue  of  the  district  in  which  his  place  of  business  is  located, 
an  application  for  registry,  setting  forth  certain  stated  information;  traveling  or 
itinerantshows;  collector,  if  satisfied  that  all  statements  given  in  application  are 
correct,  will  issue  certificate  of  registration  on  certain  form,  which  proprietor  shall 
keep  conspicuously  posted  in  his  place  of  business,  or  carry  on  his  person  if  he  has 
no  fixed  place  of  busmess.    (T.  D.  2681;  Mar.  26,  1918.) 

Where  a  broker  purchases  tickets  for  resale,  with  right  to  return  those  not  sold, 
proprietor  of  entertainment  held  responsible  for  collecting  tax  on  full  price  paid 
for  actual  use  of  tickets;  independent  brokers  and  dealers  must  collect  and  account 
for  tax  on  their  sales,  less  amount  of  tax  on  each  ticket  collected  and  accounted  for 
by  amusement  enterprise;  if  ticket  is  sold  for  use  and  not  for  resale,  at  less  iham 
face  value,  tax  is  on  price  paid,  but  seller  must  collect  tax  on  face  value  unless  he 
can  fumlsJi  satisfactory  evidence  that  premiroptive  pturchaser  was  not  agent  of,  or 
acting  uv collusion  with,  the  seller.     (T.  i).  2681;  Mar.  26,  1918.) 
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Cbrporatioii  tax — ^Interest. 

The  case  of  Altheimer  and  Rawlinga  Inveatment  Co.  v.  Allen  holds  Udrt  &  < 
cation  which  did  a  hiokeiage  biuuneas  and  bought  Becurities  ior  customeiB  who 
paid  only  part  of  the  price,  jaaying  intere^-cn  hsfitnces,  cocporstion  also  payix^  for 
seairities  purchased  only  part  of  tne  price  and  paying  interest  on  balances,  includ- 
ing in  return  of  gross  income  difference  between  interest  received  and  iatarest  paid, 
made  incorrect  return;  interest  received  by  corporation  from  its  customers  diould 
be  included  in  gross  income  and  interest  paid  by  the  corporation  on  said  purchases 
is  allowable  as  interest  pavable  on  its  bonded  or  a^intr  indebtedness;  in  determining 
net  income  interest  can  be  deducted  only  to  an  amount  B«t  -ezieeedii^  the  V/ud- 
up  capital  stock  outstanding  at  close  of  the  year.  (T.  D.  2441;  Feb.  8, 1917.  T.  D. 
2686;  Apr.  1, 19i«.    Ct.  Decs.) 

Estate  tax — ^Nonresident  decedent. 

Brokers  holding  as  collateral  securities  belonging  to  nonresident  decedent  may 
not  r^eMe  io  ioteigii  Administiftbor  cur  executor  or  ioreign  benefioiarv  sMich  aecarities 
tmi>il  tiitfaer  tax  due  has  been  paid  or  aaciUary  letten  have  been  taken  &at  or  other- 
wise vrovisiosi  has  been  ma4e  by  estate  £or  satisfaction  of  tax  lien.  (T.  D.  2454; 
Feb,  28,  1917.   See  paragraph  (5),T.  D.  2490;  May  14,  19170 

3Szeea8  prtyfits  tax. 

Ageatsand  brokers jBequimgaad  ^ma^  no  eapital  or  meeely  a  ndninal capital  in 
their  business  are  taxable  under  article  15  of  Regulations  No.  41,  but  commission 
houses  regularly  employing  substoBtial  aaisunt  of  capital,  whether  to  lend  to 

Principals  or  to  carry  goods  on  their  own  account,  are  not  deemed  to  be  agents  «r 
rokers  and  are  taxaole  under  provisions  of  article  16.  (T.  D.  2694;  art.  73.) 
Members  of  a  partnership  who  are  paid  neither  a  salary  nor  commissions  for  their 
services,  but  who  buy  and  sell  lunA«r  va4  undertake  and  assume  all  the  risks  and 
enjoy  all  the  benefits  of  a  merchandising  business,  employdiig  a  la^0D  aoKHint  of 
capital,  are  not  brokers,  and  do  not  come  within  section  209  of  Qie  act  of  October  3, 
1917.    (T.  D.  3080;  Oct.  19,  1920.  Ct.  Dec.) 

Income  tax — CommisBionB. 

Commissions  paid  in  purcliasiog  and  aeliing  securities  are  a  part  of  the  cost  of 
selling  price  of  the  securities  and  not  otherwise  deductible;  they  do  not  constitute 
expense  deductions.     (T.  D.  2690;  art.  8.) 

Information  at  source. 

Every  person,  corporation,  partnership,  or  association  doing  business  as  a  broker, 
tuaay  exdhaiM»  or  'boacd  el  taMude  or  etJier'skniiar  plaoe  of  buBinasa,  tka^,  upon 
requeatd  the  OommissiMier  ol  Xnterssil  Reveoftiei,  render  comet  ^tura^under  ealli, 
i^o«dng  names  of  custoofeers  for  whom  mail  broker  has  tEandacted  my  l3U8ifiied3, 
with  such  deteils  as  to  jurofists^  lossea,  cur  .other  in&onnaiien,  aa  laay  rbe  called  lor  by 
Bttch  netiCBn  form  as  to  each  of  such  eustomeis,    (T.  D.  2fi9Q;  art  ^.) 

losuxanAa. 

Brokers  who  place  risks  for  clients  with  insurance  companies  .avenot  aul^ect  to 
iax  under  saciioii  ^4  'Of  act  o<  October  .&,  1917,  as  tax  is  iaiysood  ttfian  «Mm>anies 
issuing  the  insumnce.    (T.  B.  2588;  Kew  21, 1917.) 

Occupa'tioinal  tas. 

One  who  holds hiniBell  out  as'dealiog  in  ex (^lange,  and  in  i^^gidar  ooime  ilf  Ibusinoss 
afice]itB  ordsrs  and  takes  them  to  a  %auk  fer  eKocntion  by  the  latter,  receiviBg  sub- 
.  stontial  (reaattneratian  for  Ibis  services,  is  liable  to  tax  as  a  braker.  (T.  D.  2785; 
.Jam.  2a,  1^9.) 

A  bank  which  does  not  hold  itseU  oiiit  to  f^  public  as  engaged  in  negotaaling 
purchaaes  or  sales  ef  stodc,  bonds,  «l£.,  ibut  merely  negoitiarles  the  viitrchase  aasid  sale 
thereof  far-dopoaitars  and  other  patmna,  without -xemunflratioin  sjm  for  their  tacoom- 
modatioa  ooky,  does  not  thereby  incur  lia^ilit^  to  ^)ecial  tax  as  a  >faiGflEer.  (T.  D. 
2782;  Itec  24.  lOOA,) 

Seal  estate. 

Pa^?moaftscff  rent  made  to  real  «^tate  agents  do  not  require  vepoi*tB  c4  information. 
(liiiL  a|;ont  must  reportpaymonts  to  landlord  if  the  same  mnovnts  >to  980Q  or  inore 
during  1917.)    (T.  D.  2670;  Mar.  11,  1918.) 
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Stock  brokers— Affixing  and  canceling  «tazBS>8  .on  sales. 

Stamp  must  be  affixed  to  bill,  memorandum,  or  agreement  to.  sell,  where  transfer 
as  offeoted  ^y  delvvery  of  cestmcs^  of  stoc^  -assigned  in  Msnk;  in  case  cltange  of 
!6nmenlii^«-b^  tmnlsr  of  <certtfica^ef  fftoek,  stamp  ebaK  be  affhced  toiifae  certifi- 
embt  of  aleok;  in  case  evidence  t>f  tranifer  ie  shown  ^riiy  l»y  -books  .of  compaai>r, 
stuap  ifaoll  be  placed  npcm  <^  beofka;  in  afll  other  c^ocb  payment  shall  be  evi- 
denced by  a&rijB^  0taiap  tipon  meroorandnm  ora^fveenscnt  of  sale  to  be  delrvered 
3w  the  seaer  ito  tfte  ^btrfer;  manner  of  caneelii^  ettanms  stated.    (T.  B.  2($08; 

Szenii^i  .tmnaaettoni. 

No  tax  is  imposed  upon  afgreenent  evidenoing  deposit  dt  stock  certificates  as 
collateral  security,  nor  upon  deliveries  or  transfers  to  brokers  for  sale,  aof  upon 
deliveries  or  transfers  by  oroker  to  customer,  provided  such  deliveries  or  tranmers 
«haU  he  aeeonqpaoied  by  cerisfiaate  tsetting  nirth.  tlie  &fl1»,  sor  npen  ^lansfers  or 
.daUvenes  to  deariiig  kouialerflole  puipsee  of  cleoin^oradjaBtiBgaeeounts  between 
momben;  nD.b^4aw  er  eui^mc^  any  eacbange  xur  fimdlar  instatutaon,  nor  any  col- 
iatexal  or  .additloDal  agBeement  or  lUkdezBtanmaag,  incoDsietsnt  or  in  co^Uct  with 
an^  reQMamfifit  of  the  act  of  Octz>ber  ja^  1917,  cr  d  BegnlatiQn  No.  40,  part  1,  shall 
exempt  any  person  from  the  payment  of  the  tax,    (T..  D.  2B*8r  ^<w-  30,  19-17;) 

Memoranda  of  sales. 

Persons  selling  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  munbered 
memowidmniol  sale,  or  agreemeRt  to  sell,  signed  by  principal  or  his  ag«it,  showing 
dite  of  itrsnactioB,  mmesof  parties,  ciiares  of  stodk  to  whicm  ft  relates,  number  and 
pane  «f  dians.    (T.  1>.  2$m;  Nov.  ao,  1917.) 

Bato^of  taaE»tion. 

bi  tiwGBseefshareB'OFcevtff  cates  of  «tock  havinga  face  orpsTTiiidne,  amount  bf  tax 
idialibe>baaed  upon  ^laliaee  value  of  Stares  inYoK':ed,  andsfaallbe  at  rate  of  2  cents 
for  each  $100  of  such  total  face  value*or  fraction  thereof,  whether  such  aggregate  face 
valueisgreater  or  leas  than  1^166.    (T.  D.  am»;  No^.  30, 1917,} 

Becord  of  sales. 

PeraoDB  engaged  in  busiiMaa  of  ibnyk^,  s^ing,  or  transfenng  ^ares  of  stock, 
required  to  (keep  lecerd  showing  specified  ite9»  of  iiSMTBftftion;  ionn  «f' record 
required.    (T.  D.  2608;  Nov.  Sft,  19<L7.) 

Begiirtration  of  naSes. 

RegiiTatifin  No.  4D,  iEact  1,  r-oi^uires  a  stotement  ol  trngtimfmB  h^  persons,  •cor- 
porations, etc.,  engaged  in  negotiating,  n^iiking,  errec8»£B^.flalaB of  sraaw-'Ot  stock 
and  other  like  securities;  record  of  statement  of  legktntnn  to  be  'kept  biy  con- 
lector  who  must  ifBue  certificate  of  regiatiation  to  be  posted  dm  placea  ot  business. 
(T.  D.  2608;  "Nov.  30,  1917.) 


Clearing' houses  and  persons  engaged  whony  or  partly  in  buying,  selling,  oar  tnms- 
leannBg  aaares  d  stock,  recpiircd  to  make  returns  shewing  q»ecifiod  data  and  in- 
fof matkm ; stfbstituto  retums.    (T.  D.  2608;  Nov.  30,  1917.) 


8tanps  !itfl!H  be  sold  only  by  collectors,  their  dei)utie8,  and  assistant  lieasiaer. 
or  other  designated  United  States  depositary;  requisitions  for  stamps;  records;  kind 
and  color  of  stamps.    (T.  D.  2608;  Nov.  30,  1917.) 

BiniJ)ING  AND  LOAN  ASSOCIATIONS. 

Capital  stock  tax — ^Exemption. 

Tax  does  not  apply  to  domestic  building  and  loan  associations  with  no  capital 
jsbpck,  eiB»ai7iedapd^pi«Bted.iDr«tttetg(psitUB»ui  and  ^^  proftt.  (T.  B.  2383: 
Oct  19^  1^16,    T.  I>.  2766,  art.  liS^;  Aug,  *,  1^1*.) 

focome  tax— ^B^mptions. 

Domestic  building  and  loan  associations  are  exempt  from  tax  without  condition; 
collector,  being  satisfied  that  organization  comes  within  exempted  class,  is  autlior- 
ized  to  eliminate  it  IroHk  .his  iisiaad  rtilievedt  Ircn  BeoowtT  of  nKSKkkMo:  returns 
(TLD.'Z(S9a;act.68.) 
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Income  tax — ^Exemptions — Continued. 

Domestic  building  and  loan  association  exempt  is  one  organised  under  and 
pursuant  to  laws  of  United  States  or  of  some  State  or  Territory  thereof,  and  wliich 
18  actually  carrying  on  for  benefit  of  its  members  a  building  and  loan  aasociaiion 
business  in  accordance  with  such  laws;  fact  that  association  issues  fully  paid  or 
prepaid  shares,  calling  for  specified  rate  of  interest  or  dividends,  will  not  disqualify 
It  for  exemption;  exemption  is  without  (qualification  other  than,  that  association  is  a 
domestic  buildine  and  loan  association ;  if  corporation  by  any  other  name  is  carryii^ 
on  an  exclusive  building  and  loan  business,  before  if  is  entitled  to  exemption  it 
must  show  to  satisfaction  of  Commissioner  of  Internal  Revenue  that  it  is  in  fact  a 
building  and  loan  association.    (T.  D.  2690;  art.  70.) 

Gross  income. 

Amount  credited  to  shareholders,  when  title  to  credit  passes  to  shareholder  at  time 
of  credit,  is  subject  to  normal  and  additional  tax  as  for  year  of  credit;  where  amount 
of  such  accumulations  does  not  become  available  until  maturity  of  share  amount 
of  share  in  excess  of  aggregated  amount  paid  in  by  shareholder  is  income  to  be  ac- 
.  counted  for  as  for  year  of  maturity  of  shares  for  both  normal  and  additional  tax. 
(T.  D.  2690;  art.  4.) 

BUSINESS. 
Definition. 

Difference  between  losses  incurred  in  business  or  trade  and  losses  in  transactions 
entered  into  for  profit  but  not  connected  with  business  or  trade,  within  meaning  of 
income  tax  law,  is  illustrated  by  difference  between  definitions- of  ** avocation,** 
that  which  takes  one  from  his  regular  calling,  and  "vocation,"  the  occupation  or 
pursuit  to  which  one  devotes  his  time  or  life,  a  calling.  It  is  possible'for  a  toiati  to 
give  sufiicient  time,  attention,  and  capital  to  the  pursuit  of  different  lines  of  busi- 
ness to  const,itute  more  than  one  avenue  of  '' business  or  trade  or  employment," 
bis  business  or  trade.    (T.  D.  2690;  art.  8.) 

In  case  of  corporation  or  partnership  all  income  from  whatever  source  derived  is 

'  deemed  to  be  from  its  trade  or  business,  and  the  terms  "trade,"  "business,"  and 

"trade  or  business,"  as  used  in  war  excess  profits  tax  regulations,  include  all  sources 

of  income,  and  unless  otherwise  indicated  by  the  context,  the  terms  will  be  deemed 

to  be  used  only  with  this  scope  or  meaning.     (T.  D.  2694;  arts.  1,  7.) 

In  case  of  an  individual,  the  terms  "trade,"  "business,*'  and  "trade  or  business," 
as  used  in  war  excess  profits  tax  regulations,  comprehend  all  his  activities  for  gain, 
profit,  or  livelihood  entered  into  with  sufficient  irecjuency  or  occupying  such  por- 
tion of  his  time  or  attention  as  to  constitute  a  vocation,  including  occupations  and 
professions;  when  such  activities. constitute  a  vocation  the^  shall  be  construed  to 
be  a  trade  or  business  whether  continuously  carried  on  during  taxable  year  or  not; 
unices  otherwise  indicated  by  the  context,  terms  will  be  deemed  to  be  used  only 
with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  8.) 

The  word  "business,"  as  used  in  act  September  8, 1916,  is  a  very  comprehensive 
term  and  embraces  everything  about  which  a  person  can  be  employed;  fair  test  as 
to  whether  or  not  a  corporation  is  doing  business  is  whether  tne  corporation  has 
reduced  its  activities  to  the  owning  and  holding  of  property  and  the  distribution 
of  its  avails  and  doing  only  the  acts  necessary  to  continue  that  status,  or  is  still 
active  and  is  maintaining  its  organization  for  purpose  of  continued  efforts  in^ur- 
suit  of  profit  and  gain  and  such  activities  as  are  essential  to  those  purposes.  (T.  D. 
2750,  art.  4;  Aug.  9,  1918.) 

BUSINESS  ORGANIZATIONS. 

See  "Boards  of  Trade." 
Capital  sto^  tax. 

Business  league  not  organized  for  profit  and  no  part  of  net  income  of  which  inures 
to  benefit  of  any  private  stockholder  or  individual,  is  .exempt  from  tax  imposed  by 
section  407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916.  T.  D.  2750, 
art.  12;  Aug.  9,  1918.) 

Dues. 

Tax  imposed  by.' section  701  of  act  of  October  3,  1917,  c|o^  not  attach  to  dues 
paid  to  chambers  of  commerce  or  other  primarily  business  organizations.  (T.  D« 
2681;Mar.  26, 1918.) 
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Dues— Continued . 

Those  social  facilities  afforded  by  a  (Commercial  club  which  are  kept  open  freely 
Id  the  public  and  not  limited  to  members  are  not  sufficient  to  constitute  the  club ' 
a  social  dub  lor  purposes  of  the  dues  tax.    (T.  D.  2782;  Dec.  24,  1918.) 

Income  tax— BxemptionB. 

Business  leagues  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  cnaracter  and  purpose  of  oi^ganization  and 
showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder 
or  individual  ana  that  such  income  is  used  exclusively  to  promote  purposes  for 
which  organised  as  indicated  in  particular  paragraph  imder  which  exemption  is 
claimed.    (T.  D.  2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  business  leagues  is 
conditional  upon  such  an  oiganiaation  filing  affidavit  showing  character  and  purpose 
of  organization,  source  of  income  and  disposition  of  same,  whetJier  or  not  any  of 
its  income  is  credited  to  surplus  or  inures  to  benefit  of  any  private  stockholder  or 
individual,  to  which  affidavit  should  be  attached  copy  of  charter  or  articles  of 
incorporation  and  by-laws;  where  collector  is  in  doubt  as  to  taxable  status  of  organiza- 
tion, upon  receipt  of  affidavit,  etc.,  he  will  refer  affidavit  and  accompanying  papers 
to  Commissioner  of  Internal  Revenue  for  decision;  if  it  is  held  that  corporation 
itself  is  exempt  from  income  and  excess-profits  taxes  it  is  not,  however,  exempt 
from  the  withnolding  requirements  nor  from  furnishing  information  in  accordance 
with  provisions  of  act  of  October  3,  1917.    (T.  D.  2693;  Apr.  8, 1918.) 

CABABETS. 

Admiflsioxis — Basis  of  tax. 

Where  an  adequate  fixed  charge  is  made  for  admission,  seats,  and  tables,  the 
tax  of  1  cent  for  each  10  cents  or  fraction  thereof  paid  for  admission,  imposed  by 
section  700  of  the  act  of  October  3,  1917,  shall  be  oased  upon  such  chaige*  where 
a  ncHninal  admission  not  actually  covering  cost  of  entertainment  is  cnarged, 
admission  beine  wholly  or  partly  absorbed  m  price  of  refreshments  and  service, 
such  charge  will  not  be  accepted  as  basis  of  tax.    (T.  D.  2681;  Mar.  26, 1918.) 

Checks  and  coupons. 

Cabaret  proprietors  must  furnish  each  g:ue8t,  upon  paying  his  check,  a  coupon 
receipt  to  oe  detached  therefrom,  containing  separately  in  indelible  figures  the 
total  of  the  amount  paid  for  refreshments,  etc.,  and  the  war  tax  paid  thereon;  the 
checks  and  coupons  must  be  serially  numbered.    (T.  D.  2681;  Mar.  26,  1918.) 

Compatation  of  charge. 

Twenty  per  cent  of  total  amount  paid  for  refreshments,  merchandise,  service, 
convert  charge,  etc.,  including  any  sum  paid  for  seats  and  tables,  at  any  public  per- 
formance for  profit,  to  which  char^  for  admission  is  included  in  amount  so  paid, 
shall  be  deemed  to  be  paid  for  admission,  unless  satisfactory  evidence  is  submitted 
to  Commissioner  of  Internal  Revenue  that  different  percentage  should  be  fixed  on 
basis  of  which  commissioner  shall  approve  different  percentage;  tax  is  at  rate  of 
1  cent  on  each  10  cents  or  fraction  thereof  of  such  20  per  cent  of  total  charge  to  each 
patron,  and  must  be  paid  by  person  paying  for  such  refreshment,  service,  etC;,  and 
can  not  be  reckoned  or  paid  by  proprietor  upon  monthly  gross  receipts.  (T.  D. 
2681;  Mar.  26,  1918.) 

Definition. 

The  words  '  'cabaret  or  other  similar  entertainment;' '  as  used  in  section  700  of  tlie 
act  of  October  3,  197,  include  every  hotel,  or  room  therein,  restaurant,  hall,  or 
other  public  place,  at  or  in  which,  in  connection  with  service  or  sale  of  food  or  other 
refreshments  or  merchandise,  any  vaudeville  or  other  performance  or  diversion  in 
way  of  acting,  singing,  declamation,  or  dancing,  eiHicr  with  or  without  instrumental 
or  other  music,  is  conducted ;  every  form  of  entertainment  bo  conducted  is  included, 
except  that  furnished  by  orchestras  such  as  were  usual  in  hotels  and  restaurants 
before  advent  of  cabarets,  performing  instrumental  music  only,  unaccompanied 
by  any  other  form  of  entertamment;  hotel,  restaurant,  or  hall,  affording,  in  connec- 
tion with  ser\'ice  of  refreshment,  food,  or  merchandise,  entertainment  in  form  of 
dancing  by  its  patrons,  is  included;  performance  must  be  public  and  for  profit; 
where  there  is  entertainment  in  one  dining  room  and  not  in  an  entirely  separate 
dining  room  of  same  hotel  or  restaurant,  only  admissions  to  first  room  are  taxable. 
(T.  D.  2681;  Mar.  26,  1918.) 
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AdmiBsioBS — Continued. 

Tax  most  b«  pand  by  peiMB  jNtyugr  for  veEnritfiMnlts,  semce,  mevduradMe,  «tc.  ; 
it  can  not 'IbetredbooMl  or  paid  by  piopiietor  upon  mmMty'^pnm'WBcmpl^}  teoL  to  be 
collected  only  from  persons  present  or  who  have  paid  or  agreed  to  pay  foir  accommf)> 
dations  during  some  period  of  day  at  which  entertainment  is  in  proness  or  there 
k  oppoDtBBdW  for  -nmiic  dascing  in  caae  -of  pMic  haaam^  anchi&Bg  ^aaacins. 
<T.D.2681;  Mar.  26,  i918.) 

Betnmo. 

Cabaret  proprietDn  must  funiuh  eMch  jBfinwt,  upon  fvying  bit  dbock,  a  coupon 
receipt  to  oe  detached  therefrom,  containing  sepuHlely  in  indelible  figoras  the 
ildtak  of  ibe  oawliBit  paid  4or  rafredioMwts,  efec^  And  the  war  tex  paod  tbmon;  the 
4iiec^  «Bd  ceo^oiiB  smot  be  lena&y  ntUBbeted.    (T.  D,  2661;  Jtor.  36,  1918.) 

Sviery  perpsn,  corporalion,  pBrtBenb^y  or  aMDOKtion,  "nc&tvkag  any  |oayments 
for  adnusnon  to  eaibar^ts  and  cmier  fanilBr  enctertaiunentB,  or  admitlaBr  asy  peieon 
free  wbeve  adnnsnon  is  dtargod,  must  collect  tax  xm  mxAi  aftifaaiflsians  Itobi  poiBons 
ad^tted  ttr  mskhur  such  payinetfls,  and  nake  wtmiMy  leluvD  aood  payinent  of 
G€^ecti«»  as  pro^«ed  in  section  SOS.     (T.  D.  ^881i  llari  26,  ^IS.) 

CALENBAB  TBTAK. 
Basis  of  compiitAtioa  of  tec 
See  specific  heads. 


Ezciae  taxes. 

See  "  Excise  Taxes.** 

See''PaDamaC«B«l." 

Excise  taxes. 

See* 'Excise  Taxes." 

Dnos. 

See  "Dues,'' 


CAMEBAS. 

CAHAX  ZOXTfi. 
GSAKDY. 


CAPITAL  INVESTED. 

See  "Invested  Capital." 

I>efi2ntion. 

The  words  '  'oiQ>itaI  invested,"  aa  used  in  scciiona  5  and  12  of  Title  I,  act  of  Sep- 
tember 8, 191G,  is  moant  the  fair  macket  value  of  the  properties  as  of  March  1, 1913, 
if  acquixcd  prior  to  that  date,  or  their  actiial  cost  if  acauii^  subsequent  to  that  date, 
aa  it  relates  to  thr^  owner  in  fee  of  the  psc^erties  leaaod.    (T.  D.  2447;  Feb.  8, 1^7.) 

CSAPITAX  .BZOGK. 

Issue — Stamp  tax. 

Issue  of  stock  by  a  consolidated  corporation,  in  exchange  for  stock  xd  tke  con- 
solidating corporations,  is  a  taxable  original  issue  under  act  October  3, 1917.  (T.  D. 
2752;  Aug.  14,  1«8.) 

Tax  imposed  by  act  October  3, 1917,  on  iBSue  of  cajjitarl  stock  is  measured,  not  by 
amount  paid  in,  on,  or  for  the  srtock,  but  T>y  fhe  face  or  par  value  in  the  case  of 
shares  having  a  face  or  par  \'alue,  and  by  the  actuall  value  determined  by  fhe  market 
price  or  otherwise  in  case  of  shares  ha^'ing  no  face  or  jpar  value  bat  an  actual  value 
in  excess  of  $100  a  share,     (T.  D.  2752;  Ajig.  14, 1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
|M?ef err-sd  and  common  stock,  whether  or  not  exchamped  for  old  stock,  u^n  reorgan- 
umtion  of  corpacation  under  section  24  of  the  I^ew  York  stock  corporation  law  for 
puipe0e  of  issuaoig  stock  witbout  pax  value,  but  tax.  on  translere  of  stock  as  inapplica- 
ble to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such  •reorganiza- 
tion.    (T-.  D.  2752;  Ayg.  14.  1918.) 
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Tax  imiXMed  by  act  October  3,  1917,  on  isBue  oi  c^itai  stock  attaches  to  iasae  of 
stodc  of  either  corporation  in  addition  to  already  existing  stock  iipon  merger  of 
trust  companies  under  sections  487-496  of  New  lork  banking  law,  but  such  tax 
does  not  al^tach  to  eitbfl^ution  ai  sew  certificates  lor  certificates  representing  old 
stock  of  mergiiig  eoiporation.    (T.  D.  275E;  Aug.  14,  WIS.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock,  does  not  apply  to 
issue  of  TGting-trust  certificates,  representing  stock  certificates  already  issued,  nor 
to  mere  issue  of  new  certificates  in  place  of  old  eertificstee  for  etocx  previously 
outstan«Bg.    (T.  D.  2752;  Aug.  14,  ms.) 

WliGre  corporation  issues  preferred  stock  ia  place  of  common,  or  one  kind  of 
preferred  stock  in  place  of  another  kind  of  preferred  stock,  or  stock  without  par 
value  in  place  of  stock  with  par  ^'alue,  tax  imposed  by  act  October  3,  1^17,  on  issue 
of  capital  stock  applies,  eren  though  total  outstanding  stock  is  not  tiiCTeby  increased. 
(T.  D.  2752;  Aug.  14, 19re.) 

T^x  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  applies  to  issue  of 
certificates  of  shares  in  so-called  Massachusctf^  trusts  and  other  unincorporated 
associations.     (T,  D.  2752;  Aug.  14,  1^8.) 

Tax  imposed  by  act  October  3,  1917^  on  issue  of  capital  stock  attaches  to  issue  of 
certificates  representing  stock  never  before  issued,  no  matter  when  authorized. 
(T.  D.  2752;  Aug.  14, 1918.) 

Piuld-up  Oi^ital  stock. 

''Paid-up  capital  stock ''  as  used  in  section  38  of  the  act  of  August  5, 1SI09,  means 
such  an  amount  received  by  the  corporation  as  does  not  exceed  the  par  value  of 
the  outstanding  shares,  plus  amount  received  for  any  part-paid  stock;  such  term 
does  aot  mean  toe  aegiBegate  amount  (whether  mote  or  less  than  par  value)  received 
by  the  corporation  te  the  shares,  the  full-paid  Mock  reeeipta^  aad  part-paid  stock 
receipts  issued  1^  it.    (T.  D.  2896;  Siily  21,  1919.    Ct.  Dec.) 

Indfl^tBdnfiOB  upon  whkkk  interest  may  be  tidcen  as  a  dednctiBii  under  the  act 
of  August  5,  1M9,  can  not  be  ^letiter  than  par  ralue  of  capitai  slodc  paid  up  and 
outst^ding;  in  computing  paid-up  capital  stock,  a  surplus  created  by  paying  a 
premium  on  capital  stock  subscribed  for  can  not  be  addea  in  detensiimg  indebted- 
ness upon  which,  iateisst  may  be  deducted.    <T.  D.  3004;  Apr.  21, 1928.    Ct.  Dec.) 

Definition  «f  ^'paid-up  capital  sleek"  b^  a  local  Slate  staivte  is  not  ooBtroUing 
on  a  Fodeni  ceart  roostnaii^  the  ooipoiKtion  exdee  tax  act  ot  1909,  which  is  ap- 
I^cable  toaU  States.    (T.  D.  3004;  Apr.  21,  1^20.    Ct  Dec.) 

Transfer — Stamp  tax. 

Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stock  of  the 
consolidated  corporation,  is  not  a  taxable  transfer  under  act  October  3, 1917.  (T.  D. 
27^;Ajig.  14, 1918.) 

Where,  as  under  section  15  of  the  New  York  stock  corporation  law,  provi<fing 
for  meq^  of  ordinary  corporations,  acquisition  of  stock  of  CGrpmAkm  to  be  merged 
is  condition  precf^ent  to  raeiger,  transfer  of  such  stock  to  m^'ging  corporation  prior 
to  actual  flterger  is  taxable  under  act  October  3,  1^17.     (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  tmnafei»  of  stock  does  not  attach  to  ex- 
change of  stock  certificates  of  merged  corporation  for  stock  certificates  of  mer^ng 
corporatioti  at  the  time  and  as  jmrt  of  the  miTE^  ^  ^^''"•^  oompanies  und^r  sections 
487H»«  of  ^te  New  York  banking  lafw,  nor  to  substitution  of  new  t*crtificates  for 
certificates  representing  old  stock  of  the  merging  corporation.  (T.  D.  2752;  Aug. 
14,  1918.) 

Tax  imposed  bv  act  October  3,  1917,  on  transfer  of  capital  stock  dees  not  appifr 
to  transfer  of  "rignts"  to  subscribe  for  stock,  prior  to  exercise  of  the  right,  and  actual 
subscription.     (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  capital  stock  does  not  apply 
to  surrenaer  of  certificates  in  exchange  for  otlier  certificates  representing  same  or 
new  stock,  provided  they  are  issued  to  the  same  holder,  nor  does  it  apply  to  surrender 
of  stock  certificates  for  retirement  and  redemption  for  cash;  i/.  however,  corporation 
bn)'8  some  of  its  own  stock  and  transfers  it  to  itself,  whether  or  not  it  intends  eventu- 
ally to  caiM^l  it,  tranafor  is  subject  to  tax.     (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  Gaj>ital  stock  attaches  to  issue  of 
frekaed  and  commom  adock,  whetJ^r  or  not  eitchanged  for  oM  stock,  upon  reorgan- 
ization of  corporation  under  seetioA  24  of  the  New  York  ^ook  eofporation  law  for 
piurpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is  inappli- 
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cable  to  surrender  of  old  dtock  in  exchange  for  new  etoclc  pursuant  to  such  reorganiza- 
tion.    (T.  D.  2762;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  attaches  to  sa^ 
or  transfers  of  stock,  whether  or  not  represented  by  certificates.  (T.  D.  2752;  Aug. 
14,  1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  stock  to  or  from  voting  trustees  or  other  trustees,  to  transfer  of  voting-trust  certif- 
icates, to  transfer  of  shares  in  so-called  Massachusetts  tpusts,  and  other  unincor- 
porated associations,  to  transfer  of  right  to  receive  a  stock  dividend  already  declared, 
and  to  transfer  of  interest  of  a  subscriber  for  stock,  however  such  interest  may  be 
evidenced  or  conditioned  upon  further  payments.     (T.  D.  2762;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  is  measured,  not 
by  amount,  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value  in  the  case  of 
shares  having  a  face  or  par  value,  and  by  the  actual  value  determined  by  the  market 
price  or  otherwise  in  case  of  shares  having  no  face  or  par  \'alue  but  an  actual  value 
in  excess  of  $100  a  share.     (T.  D.  2752;  Aug.  14,  1918.) 

CAPITAL  STOCK  TAX. 
Act  published. 

Extract  from  act  of  September  8,  1916,  relating  to  tax  on  capital  stock,  published 
for  information  of  internal-reveilue  officers  and  others  concerned.  (T.  D.  2364; 
Sept.  11,  1916.) 

Basis. 

Tax  levied  by  act  September  8,  1916,  is  imposed  with  respect  to  the  carrjdng^on 
or  doing  business  by  a  corporation;  it  may  be  described  generally  as  a  tax  uix)n 
doing  of  business  in  the  capacity  of  a  corporation,  joint-stock  company,  or  in5?\irance 
company;  every  corporation  that  is  doing  business,  and  no  corporation  that  is  not 
carrying  on  or  doing  business,  is  subject  to  the  tax.    (T.  D.  2760,  art.  4 ;  Aug.  9,1 918. ) 

Foreign  corporation. 

Tax  on  foreign  corporation  is  in  all  cases  to  be  computed  on  basis  of  average  amount 
of  capital  invested  in  transaction  of  its  business  in  the  United  States  durixig  the  pre- 
ceding year,  except  for  deduction  of  legal  re8er\'e  funds  in  case  of  insurance  com- 
panies; basis  of  tax  is  accordingly  different  from  that  in  case  of  domestic  corpora- 
tions, which  pay  tax  measured  by  fair  value  of  their  capital  stock.  (T.  D.  2750,  art. 
14,  Appendix  B*;  Aug.  9,  1918.) 

Collection. 

Tax  imposed  by  act  of  September  8,  1916,  collected  by  assessment  on  special  list 
for  months  of  January  and  July,  1917,  and  annually  thereafter  in  July,  and  any 
delinquent  returns  made  in  February  or  other  months  may  be  listed  on  r^iular  Hst, 
Form  23,  and  collected  in  usual  way;  returns  listed  on  special  lists  to  be  retained  in 
collector's  office,  as  special  list  will  be  prepared  so  as  to  give  essential  data  shown  by 
return,  and  returns  listed  on  regular  lists  will  be  forwarded  to  office  of  Commis- 
sioner with  list  for  audit.    (T.  D.  2383;  Oct.  19,  1916.) 

Collectors  will  accept  payment  of  tax  when  returns  are  filed  as  *  'advance  collec- 
tions," provided  there  is  no  question  about  the  amount  of  tax  due,  but  corporations 
are  not  required  to  pay  the  tax  until  after  receipt  of  notice  and  demand  on  Form  17. 
(T.  D.  2417;  Dec.  16,  1916.    T.  D.  2423;  Dec.  30,  1916.) 

Computation. 

Tax  is  imposed  upon  every  corporation,  joint-stock  company  or  association,  or 
insurance  company,  now  or  hereafter  organiz^ed  in  the  United  States  for  profit  and 
having  a  capital  stock  represented  by  shares,  computed  at  the  rate  of  50  cents  for 
each  full  $1,000,  and  not  upon  any  fractional  part  thereof,  of  the  average  fair  \'alue 
of  the  capital  stock  for  the  preceding  year  in  excess  of  the  exemption  allowed  by 
law  and  not  upon  the  face  or  par  value  of  the  capital  stock;  methods  of  ascertain- 
ing fair  value  of  capital  stock,  stated;  tax  is  not  imposed  upon  corporations,  etc., 
not  en^ed  in  business  during  preceding  taxable  year  or"  exempt  under  provisions 
of  section  11,  Title  I,  of  the  act  of  September  8,  1916,  or  in  case  of  taxable  period 
ended  June  30, 1917,  not  so  engaged  during  the  year  July  1, 1915,  to  June  30, 1916. 
(T.  D.  2383;  Oct.  19, 1916.    T.D.  2423;  Dec.  30,  1916.) 
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Tax  is  imposed  on  corporations,  joint-stock  companies  or  associations,  or  insurance 
companies  oiganiaed  for  profit  unaer  the  laws  of  any  foreign  country  and  engaged  in 
business  in  the  United  States,  computed  at  the  rate  of  50  cento  for  each  full  $1,000, 
and  hot  any  fractional  part  tnereof,  upon  the  actual  capital  invested  in  the  trans- 
action of  business  in  the  United  States;  the  basis  of  taxation  is'the  average  amount 
of  capital  so  invested  during  preceding  year;  exemption  from  amount  of  capital 
invested  in  the  United  States  equal  to  proportion  of  $99,000  as  the  amount  so  in- 
vented bears  to  the  total  amount  invested  in  transaction  of  business  in  the 
United  States  or  elsewhere  shall  be  allowed  the  company  or  association  or  insurance 
company  which  makes  return  to  the  Commissioner  of  amount  of  capital  invested  in 
business  outside  oi  the  United  States;  tax  not  imposed  on  corporation,  etc.,  not  en- 

faged  in  business  during  preceding  taxable  year,  or  in  case  of  taxable  period  ended 
une  30,  1917,  not  so  enraged  during  year  July  1,  1915,  to  June  30,  1916.  (T.  D. 
23$3;.Oct.  19,  191«.    T.  D.  2423;  Dec.  30,  1916.) 

If  corporation  was  engaged  in  business  for  any  time,  even  one  day,  during  pre- 
ceding nscal  year,  July  1,  1915,  to  June  30, 1916,  it  is  required  to  file  return  on  Form 
707;  there  is  no  rdation  between  amount  of  tax  pavable  and  length  of  time  during 
which  oNrporation  was  engaged  in  business.  (T.  D.  2417;  Dec.  16,  1916.  T.  D. 
2423;  Dec.  30,  1916.) 

The  individual  fair  value  of  stocks  of  two  banks  that  have  a  definite  combined 
market  value  but  no  separate  market  \'alue  may  be  ascertained  by  apportionment 
of  the  market  value  on  the  basis  of  the  capital  stock,  surplus,  and  undivided 
profits  of  each  corporation  for  the  fiscal  year.     (T.  D.  242(5;  Dec.  29,  1916.) 

Tax  for  period  July  1, 1917,  to  June  30, 1918,  required  to  be  filed  on  or  before  July 
31 ,  1917,  is  computed  on  the  fair  value  of  the  stock  of  the  corporation  for  the  preceding 
taxable  year,  which  is  the  fiscal  year,  July  1,  1916,  to  June  30,  1917.  (T.  D.  2503; 
Jnue  25, 1917.) 

If  stock  of  corporation  is  listed  on  an  exchange  or  dealt  in  on  New  York  curb,  fai^ 
value  should  be  computed  under  Case  I,  Form  707,  from  the  highest  price  bid  pn  the 
last  day  of  each  month,  or  the  last  day  of  the  month  on  which  a  bid  was  made;  if  it 
prefers,  corporation  may  average  fair  value  throughout  entire  fiscal  year  by  showing 
on  statement  attached  to  back  of  return  the  highest  price  bid  for  the  stock  on  each 
day  throughout  the  year.    (T.  D.  2503;  June  25,  1917.) 

If  stock  is  not  listed  on  exchange  or  New  York  curb,  fair  value  may  be  comptited 
from  actual  sales  made  during  preceding  fiscalyear  under  Case  II,  Form  707;  ifthero 
are  not  sufficient  sales  of  stock  listed  under  Case  II  to  establish  basis,  corporation 
will  bo  required  to  fill  out  Case  III,  and  corporation  should  set  forth  amount  of  net 
profits  earned  during  preceding  five  years,  as  reported  on  Federal  income  tax  re- 
turns, tc^ther  with  average  number  of  shares  outstanding  each  year,  average  per- 
centage of  profits  over  5-year  period  indicating  earning  capacity,  and  fair  vuue 
may  then  be  estimated  from  such  earning  capacity.    (T.  D.  2503;  June  25, 1917.) 

Capital  stock  tax  imposed  by  act  September  8,  1916,  becomes  due  on  Ist  day 
of  July  in  each  year,  or  on  commencing  any  trade  or  business  on  which  tax  is  im- 
][iqBed;in  former' case  tax  is  reckoned  for  one  year,  and  in  latter  case  it  is  reckoned 
f>roportionately  from  the  first  day  of  the  month  in  which  the  liability  to  special 
Ux  commenced  to  Ist  day  of  July  following.     (T.  D.  2750,  art.  1;  Aug.  9,  1918.) 

Tax  is  not  upon  par  value  of  capital  stock  but  upon  its  fair  average  value  for 
preceding  fiscal  vear  ending  June  30;  fair  value  of  entire  capital  stock  ofccMporation 
IS  not  necessarify  product  of  market  ytAue  of  each  share  multiplied  by.  number 
of  shares;  if  corporation  is  doing  any  business  it  is  taxed  on  its  entire  capital  stocky 
even  though  most  of  it  may  not  be  employed  in  the  business.  (T.  D.  2750,  art.  7; 
Aug.  9,  1918.) 

Capital  stock  tax  is  measured  by  fair  value  of  total  capital  stock  including  surplus 
and  undivided  profits  for  year  preceding  the  taxable  year,  whether  conduct  of 
business  is  profitable  or  otherwise;  for  purpose  of  tax  fair  value  of  entire  capital 
stock  of  going  concern,  regardless  of  stock  ownership  or  ability  of  individual  stock- 
holders to  liquidate  their  holdings,  is  required.  (T.  D.  2750,  Appendix  A;  Aug.  9, 
1918.) 

Tax  on  foreign  corporation  is  in  all  cajses  to  be  computed  on  basis  of  average 
amount  of  capital  invested  in  transaction  of  its  business  in  the  United  States  during 
Uie  preceding  year,  except *for  deduction  of  legal  reserve  funds  in  case  of  insurance 
companies;  basis  of  tax  is  accordingly  different  from  that  in  case  of  domestic  cor- 
porations, which  pay  tax  measured  by  fair  value  of  their  capital  stock.  (T.  D. 
2750,  art.  14,  Aj^ndix  B;  Aug.  9,  1918.) 
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^D^uctions. 

No  deductions  are  aflowed  corpocationB  organized  in  the  United  States  for  capital 
iBvesied  in  England,  France,  and  other  foreign  countries.    (T.  D.  2417;  Dec.  16, 

m«.) 

No  deduction  is  allowed  corporations  oq^anized  in  the  United  States  for  cf^ital 
invested  outside  tbe  United  States;  if  corporation  is  doing  any  business^  it  is  taxed 
on  its  entire  capital  stock,  even  though  most  of  it  may  not  be  employed  in  the 
business.     (T.  D.  2750,  art.  7;  Aug,  9, 1916.) 

From  the  total  fair  value  of  tke  capital  stock  the  mun  of  189,660  is  deductible, 
and  the  tax  is  upon  each  full  $1,000  of  any  balance;  aocenMngly  corpotaUoDS,  the 
fair  value  of  whose  capital  stock  is  not  mase  tiian  $99,000,  are  not  BW>|ect  to  tax; 
howevcar,  for  purpose  of  avoiding  etron  every  oorpoiation  must  file  retnni,  even 
though  par  value  or  fair  value  of  its  capital  stock  cuDes  not  exceed  $99,090.  <T.  D. 
2750,  art.  9;  Aug.  9, 1918.) 

The  amount,  if  any,  ol  the  munition  mannlactuxer^s  tax  imposed  by  Titie  III  of 
the  act  of  September  8,  1916,  actually  paid  by  the  corpoiatios  since  making  its  last 
previous  retysn.  ia  deductible  from  capxtai  stock  tex;  if  mnnitioBi  aumufacturer's 
tax  is  due  and  payable  but  has  not  been  paid  at  time  capital  stock  tax  becomes 
due  and  payable  no  credit  of  the  munition  maniifactiiter's  tax  ia  penaiflsible  until 
after  auch  latter  tax  has  been  paid;  after  its  payment  the  credit  may  be  availed 
of  by  a  claim  for  refund  of  so  much  of  capital  stock  tax  actually  paid  as  is  not  in 
excess  of  the  munition  manufacturer's  tax  which  became  due  and  pi^^le  within 
the  same  calendar  year.     (T.  D.  3009;  Apr.  22, 1920.) 

Credit  of  payment  of  munition  manufacturer's  tax  applies  alike  to  foieign  corpora- 
tions and  to  domestic  corporatic^.    (T.  D.  2750,  art.  16;  A^g.  9, 1918.) 

From  fair  value  of  entire  capital  stock  will  bo  deducted  the  amoimt  el  $09,000, 
exemption  allowed  by  laiw,  ana  tax  will  be  asaesaed  upon  balance  at  late  of  50  cents 
■  for  each  full  $1,000  of  such  reminder;  onl^-  amount  of  munidoai  manufactufer's 
tax  actually  paid  since  making  of  last  jprevioi»  letum  prior  to  Jfdy  1,  191^,  is  de- 
ductible from  capital  stock  tax.    (T.  D.  275^,  Appeadix  A;  Aug.  9,  1918.) 

In  ascertaining  taxable  invested  e^ital,  exemptbn  lor  amotrnt  ef  capatai  in- 
vested in  United  States  is  aUowed  eq^isi  to  sucii  proportion  of  $99,000  aa  amount 
so  invested  bears  to  total  amount  of  invested  capital  of  the  corpoiwtion,  Uit  this 
exemption  applies  only  if  coiporation  makes  return  of  Mmoimt  of  capital  invested 
in  transaction  of  business  in  the  United  States  and  elsewhere,  and  ceqK)Kation 
making  no  return  of  capital  invested  outside  the  United  States,  irraspective  of 
size  of  its  capital,  is  entitled  to  no  deduction.  (T.  D.  2750,  art.  15,  Appendix  B; 
Aug.  9,  1918.) 

No  deduction  is  j^wed  in  return  of  a  holdiBg  corporatioB  for  tax  paid  by  a  eub- 
sidiaiy.    <T.  D.  2750,  art.  24;  Aug.  9,  1918.) 

Pate  due. 

Capital  stock  tax  imposed  by  act  September  8, 1916,  became  effective  January  1, 
1917,  and  is  to  be  paid  annually  in  advance  for  each  year  beginning  July  1,  except 
as  to  fisit  payment  for  tke  six  months  ending  Jmie  30,  1917, :  special  taxes  become 
due  on  let  day  of  Jaly  in  each  year,  or  «n  caauBLencing  asytrade  or  buamess  on  which 
such  tax  is  impoeod.    <T.  D.  2750,  art.  1:  Asg.  9,  1918.) 

BefinitioouH-* 'Bufliifteaa. '' 

The  word  "business,*'  as  used  in  act  September  8, 1916,  is  a  very  comprehensive 
term  and  embraces  everything  about  which  a  person  can  be  employed-,  fedr  test 
as  to  whether  or  not  a  corpofation  is  doing  business  is  whether  the  cc^poratioh  has 
reduced  its  activities  to  tne  owning  and  holdiiig  of  property,  and  the  distribution 
of  its  avaiis  and  doin^  only  t^e  acts  necessary  to  contmue  that  status,  or  is  still 
active  and  is  maintaining  its  organization  for  purpose  ef  contiimed  efforts  in  pursuit 
of  profit  and  gain  and  such  activities  as  are  essentiail  to  those  purposes.  (T.  D. 
2750,  art.  4;  Aug.  9,  1918.) 

"Gorpoxataon. " 

The  term  "corporation"  is  used  in  Regtdations  No.  38  (revised)  for  converupjice 
to  include  also  *^ joint-stock  company  or  association,"  and  "'insuranco  company.*' 
(T.  D.  2750,  art.  24;  Aug.  9, 1918.) 
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DefinitionB— Continued . 

* '^Organized  for  profit." 

A  corporation  is  o^ganisied  for  .profit,  within  act  September  8,  1916,  if  its  «tock- 
lioIdeiB  or  memberB  may  beaefiS  tpecuDiftrily  {rom  its  operations.  (T.  D.  2750, 
art.  2;  Aug. '9, 1918.) 

'<Uiistad,AtaitM." 

"United  States,"  as  used  in  Rpgulations  No.  38  (revisedX  includes  the  States, 
the  TerritorieB  df  Alaito  and  Hawaii,  and  ibe  Bistrict  of  Oohimbia.  (T.  D.  2760, 
art.  24;  Aug.  9,l»i8.) 

Doing  bumneas. 

The  word  "busineas,"  as  used  in  act  September  8,  19-16,  is.a  veryeoiiwi^hensive 
term  and  embraces  everything  about  which  a  person  can  be  employed ;  lair  test  as 
tcrvdiefiieroa'iiot  a  corpo^'ation is  doing  business  is  whetherthe  corporation  has  reduced 
its  actmtieB  to  the  naming  and  holding  of  prppertv  and  the  distiibittion  of  its  avails 
and  doh}^-on>y  "Qte  acts  necessary  to  continue  that  status,  or  is  still  active  and  is 
BiaintBifiuigitB  oigamzvtiim  ior  purpose  of  conftinued  efforts  in  puTsuit  of  profit  and 
gain  and  such  aetrvrties  as  are  essential  to  those  purposes.  (T.  D.  2750,  art.  4; 
Aug.  9,  1918.) 

CoipoffatiQnB  oyyvnfiigd  ior  purpose  of  doing  husinfifls  and  actually  engaged  in  such 
activitieBas  buying  timbarlands  and  other  xcal  estate,  leasing  pre^^eety,  collecting 
rents,  -managing  officehuildbigs,  making  investments  of  profits,  erieakiiigof  landaand 
collecting  royalties,  managing  wharves,  dividing  profits,  andin  some  cases  investing 
surplus,  are  engaged  in  business  within  meaning  of  act  Septembers,  19 IG.  (T.  D. 
2750,  art.  5;  Aug.  9, 1918.) 

Oor|KiEalian  ^esigsned  in  miniiig,  or  in  owoiing,  developing,  and  speculating  in 
mineml  lands,  is  4oing  b«9iness;  covporolion  formed  to  take  over  miscellaneous 
stocks,  bonds,  and  other  property,  to  negotiate  soile  of  variooB  itoms  from  time  to 
time  a«  opp«rtiDit^  and  iudgmeot  dictfkte>  and  to  dii9tril»iite  proceeds  Irom  time  to 
time  as  liquidation  is  efle<»bed,  is  oiganized  for  profit,  and  while  engaged  in  sach 
liquidation  is  carrying  on  business.    (T.  D.  2750,  art.  5;  Au;g.  9,  1918.) 

Holding  company  whose  objects  and  activities  are  exclusively  restricted  to  hold- 
ing the  stocks  and  securities  of  other  corporations,  and  a  corporation  all  of  whose 
prqpaty  and  'hnmsBBW  opeiated  by  or  sn  the  han^  of  a  secerver  or  the  aHen  prop- 
erty custodiaa,  are  not  dmng  bnsinen.    (T,  B.  2750,  art.  0;  Aug.  9,  1918.) 

€orponttAn  whioli  has  discontinued  actiTe  operations  and  whose  sole  xnirpose 
and  activity  is  limited  to  holding  title  to  parcel  of  real  estate  subject  to  long-term 
lease  and  to  receiving  and  distributing  rents  accruing  under  .such  lease  is  not  doing 
business.    (T.  D.  2750,  art.  d;  Aug.  9,  1918.) 

Mere  receipt  of  income  from  leased  railroad  property,  which  is  used  in  business 
by  lessee  and  not  by  lessor,  and  receipt  of  interest  and  jdividends  from  invested 
funds,  bank  balances,  and  the  like,  and  distribution  thereof  among  stockholders  of 
corporation,  amount  to  no  more  than  receiving  ordiHsry  f raits  that  arise  fimn  ormer- 
ship  of  fiqpeity^  said  do  Jiot  constitute  doing  busmess,  (T.  D.  2760,  .art.  &;  Aug.  9, 
19180 

iBSMlTlMtTiHI  I  in 

Tax  does  not  apply  to  any  corporation  not  engaged  in  business  during  any  part 
of  fiscal  year  preceding  year  for  which  tax  is  due,  tatilit  ficasin  foosiBesB,  'eir^n  one 
day,  it  is  sub|ect  to  the  tax;  there  is  no  relation  between  amount  of  tax  payable 
nnd  length  of  time  corporation  was  in  business.    (T.  D.  2750,  art.  .11;  Aug.  d,  1918.) 

Cocpocotiiai  eigaaiaed  after  beginsABg  of  tazxabie  year  is  not  subiect  to  tax  ior 
remaining .pertinn'of  yaar  in  wluck  organized,  but  when  one  covpoiation  succeeds 
another  after  banning  of  fiscal  year,  and  the  old  concern,  pursuant  to  agreement 
between  respective  organizations  during  preceding  fiscal  year,  eeasestc^de  business 
at  that  time,  business  being  carried  on  thereafter  by  new  concern,  now  coxQporation 
isliable  to  -tax;  tax  should  not  be  in^)eaed  ozv  any  corporation,  joint-stock  company 
or  association,  or  insurance  company,  not  engaged  in  buainesB  kx  United  States 
during  fiscal  year  July  1,  1917,  to  June  30,  1918.  (T.  D.  2750,  art.  11,  Appendix  B; 
Aug.  9,  1918.) 

A  corporation  engaged  in  business  during  part  of  precediag  year,  -bfft  w>t  eB^ig^ 
in  business  at  beginning  of  taxable  year,  is  not  cecfuired  to  jnake  any  return  if  it  is 
dissolTed  or  in  ppocess  oi  diasolution,  but  if  it  is  onlv  tem^omrily  inactive  and  sub- 
scqueiotly  during  year  ^ngoges  in  businiess,  it  slioiUd  fiJe  return  m  montli  in  which 
it  reconmiexicoi  bttBinoflB.    (T.  D.  2756,  art.  II;  Ai^.  9,  1918.) 
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Ez  emptions— Continued . 

Agricultural  organizations. 

Agricultural  organizations  are  speciiically  exempt  from  tax  imposed  by  section 
407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916.  T.  D..  2750,  art.  12; 
AuR.  9,  1918.) 

Proxdsion  of  article  2,  of  Epilations  38,  exempting  agricultural  oigariizations, 
only  applies  to  those  organizations  that  are  engaged  in  that  business  merely  for  the 
general  welfare  and  benefit  of  the  public,  such  as  agricultural  fairs  or  exhibitions;  a 
c-orporation  engaged  in  general  farming,  raising  cattle,  or  the  stericultural  business  for 
profit  is  liable  to  the  tax.  (T.  D.  2417;  Dec.  16,  1916.  T.  D.  2750,  art.  12;  Aug.  9, 
1918.) 

Beneficiary  societies. 

Tax  does  not  apply  to  fraternal  beneficiary  society,  order,  or  association,  oper- 
ating under  lodge  system  or  for  exclusive  benefit  of  members  of  fraternity  itself 
operating  under  lodge  system,  and  providing  for  payment  of  life,  sick,  accident,  or 
other  benefits  to  members  of  such  society,  order,  or  association,  or  their  dependents. 
(T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Boards  of  trade. 

Board  of  trade  not  organized  for  profit  and  no  part  of  net  income  of  which  inures 
to  benefit  of  any  prix-ate  stockholder  or  individual,  is  exempt  from  tax  imposed  by 
section  407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  191^.  T.  D. 
2750,  art.  12;  Aug.  9,  1918.) 

' — —  Building  and  loan  associations. 

Biiilding  and  loan  associations  operated  exclusively  for  mutual  benefit  of  their 
members  are  exempt;  issuance  of  prepaid  stock  does  not  destroy  mutuality.  .(T.D. 
2383;  Oct.  19,  1916.    T.  D.  2418;  Dec.  15,  1916.) 

Tax  does  not  apply  to  domestic  building  and  loan  associations  with  no  capital 
stock  organized  ana  operated  for  mutual  purposes  and  without  profit.  (T.  D.  27'50, 
art.  12;  Aug.  9,  1918.) 

Business  leagues. 

Business  league  not  organized  for  profit  and  no  part  of  net  income  of  which  inures 
to  the  benefit  of  any  private  stockholder  or  individual,  is  exempt  from  tax  imposed 


by  section  407  of  the  act  of  September  8,  1916.     (T.  D.  2383;  Oct.  19, 1916. 
2750,  art.  12;  Aug,  9,  l«il8.) 

■ Cemetery  companies. 

Cemetery  companies  owned  and  operated  exclusively  for  benefit  of  its  members 
are  exempt  from  tax  iniposed  by  section  407  of  the  act  of  September  8, 1916.  (T.  D. 
2383;  Oct.  19,  1916.     T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Chambers  of  commerce. 

Chamber  of  commerce  not  or^nized  for  profit  and  no  part  of  net  income  of  which 
imires  to  the  benefit  of  any  private  stockholder  or  indi\'idual,  is  exempt  from  tax 
imposed  by  section  407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916. 
T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Charitable  organizations. 

Corporation  or  association  organized  and  operated  exchisively  for  charitij)]e 
purposes,  no  part  of  net  income  of  which  inures  to  benefit  of  any  priMite  stockholder 
or  individual,  is  exempt  from  tax  imjposed  by  section  407  of  the  act  of  September  8, 
1916.    (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Civic  leagues. 

Civic  leagties  or  organizations  not  organized  for  profit,  but  operated  exclusively 
for  promotion  of  social  welfare,  are  exempt  from  tax  imposed  by  section  407  of  the 
act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  2750,  art.  12;  Aug.  9, 
1918.) 

Commercial  dubs. 

Business  league,  chamber  of  commerce,  or  board  of  trade,  not  organized  for  profit 
and  no  part  of  net  income  of  which  inures  to  benefit  of  any  private  stockholder  or 
individual,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8, 
1916.     (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug!  9,  1918.) 
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Bzemptionfl— Continued. 

Cooperative  banks.  .       ■ 

Tax  does  not  apply  to  cooperative  banks  with  no  coital  stock  organized  and 
operated  lor  mutnalpurposes  and  without  profit.    (T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

-■ —  Educational  organisationB. 

Corporation  or  association  oiganized  and  operated  exclusively  for  educational 

Eurposes,  no  part  of  net  income  of  which  inures  to  bebefit  of  any  private  stock- 
olaer  or  individual,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of 
September  8, 1916.    (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

FarmerB'  organizations. 

Farmers'  or  other  mutual  insurance  company,  mutual  ditch  or  irrigation  com- 
pany, mututd  or  cooperative  telephone  company,  or  like  organization  of  purely 
local  character,  income  of  which  consists  solely  of  assessments,  dues,  and  fees  col- 
lected from  members  for  sole  purpose  of  meeting  expenses,  and  associations  organ- 
ized and  operated  as  sales  agent  for  purpose  of  marketing  products  of  members  and 
turning  back  to  them  proceeds  of  sales  less  necessary  selling  expenses  on  basis  of 
quantity  of  produce  furnished  by  them,  are  exempt  from  tax  imposed  by  section 
407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  2750,  art. 
12;  Aug.  9,  1918. 

Federal  land  banks. 

Federal  land  banks,  as  provided  in  section  26  of  act  of  July  17,  1916,  are  exempt 
from  tax  imposed  by  section  407  of  act  of  September  8,  1916.  (T.  D.  2383;  Oct. 
19,  1916.    T.  D.  2760,  art.  12;  Aug.  9. 1918.) 

Foreign  corporations. 

Exemption  from  tax  of  certain  corporations  applies  to  foreign  and  to  domesjtic  cor- 
porations.   (T.  D.  2750,  art.  16;  Aug.  9,  1918.) 

Fraternal  beneficiary  societies. 

Fraternal  beneficiary  society,  order,  or  association,  operating  under  the  lodge 
system,  or  for  the  exclusive  benefit  of  the  members  pi  a  tratemity  itself  operating 
under  the  lodge  system,  and  providing  for  payment  of  life,  sick,  accident,  or  other 
benefits  to  members^  of  such  society,  order,  or  association,  or  their  dependents,  is 
exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D. 
2383;  Oct.  19, 1916.    T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

Fruit  growers'  associations. 

Fruit  growers'  association  oiganized  and  operated  as  sales  agent  to  market  prod- 
uct of  its  members,  turning  back  to  them  proceeds  of  sales,  less  necessary  selling 
expenses,  on  basis  of  quantity  of  produce  furnished  by  them,  is  exempt  from  tax 
imposed  by  section  407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916. 
T.  I).  2750,  art.  12;  Aug.  9,  1918.) 

Holding  companies. 

Corporation  or  association  oiganized  for  exclusive  purpose  of  holding  title  to 

Property,  collecting  income  therofrom,  and  turning  over  entire  amount  thereof, 
;ss  expenses,  to  an  organization  which  itself  is  exempt  from  tax,  is  exempt  from 
tax  imposed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19, 
1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

• Horticultural  organizations. 

Horticultural  oiganizations  are  specifically  exempt  from  tax  imposed  by  section 
407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916.  T.  D.  2750,  art.  12; 
Aug.  9,  1918.) 

Provision  of  article  2,  of  Regulations  38,  exempting  from  tax  horticultural  organi- 
zations only  applies  to  those  corporations  that  are  engaged  in  that  business  merely 
for-the  general  weH«pe  and>  benefit  of  the  public,  such  as  horticultural  fairs  or  ex- 
hibiticoi.    (T.  D.  2417;  Dec.  16, 1916.) 

Joint-stock  land  banks. 

Tax  does  not  apply  to  joint-stock  land  banks  as  to  income  derived  from  bonds  or 
debentures:  of' other  loint-stock  land-banks  or  Federal  land  bank  belonging  to  such 
joint-stock  land  bank.    (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 
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Exemptions— Continued . 

Labor  organizatioxui. 

Labor  QigausaiivDB  are  ajiedifically  exempt  icom  tax  inuMsed  b^  Bactieii  407  of 
tke  act ofBaptember fi,  m$.    (T.  1>;2383;  Ifct.  19, 191ft;  TTfe.  2750,  art.  12;  Aug.  9.  - 

1918.) 

Mutual,  etc.,  coxnpaniea. 

Farmers'  or  other  mntuad  drfcch  or  izrigation  company  ol  pni^y  local  dianicter, 
or  mutual  baO,  c^one,  or  fire  inmnance  company,  or  mtrtual  or  cooperative  tele- 
phone company,  inoame  of  ivbtcb  consists  soleiy  of  asaeesments,  duea,  and  fees 
collected  from  members  ior  sole  purpose  of  meeting  expenses,  is  exempt  from  tax 
imposed  by  section  407  of  act  of  September  8,  1916.  (T.  D.  ^2343;  Oot.  19,  191fi. 
T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Mutual  savings  bank  itot  harving  capital  stodk  represented  by  Abates  is  specifically 
exempt  ^from  tax  Tznder  section  407  m  the  act  of  S(^tember  8,  1916.  (T,  D.  2383 ; 
Oct.  19,  1916.    T.  ©.  2750,  art.  12;  Aug.  9,  1918.) 

Those  corpoiaticma,  joint-stack  companies  or.asaodatioaa,.  or  isDatuEftBce^coBmaxiieB, 
wliicb  are  exen^>t  ham  income  tax  under  the  provisiooB  of  OBction  H,  Title  X,  of 
the  act  d  September  8, 1910,  sure  nude  ^eeifi<»lly  .esempt  irom  -tbe  <c^tal  stock 
tax  under  section  407,  Title  IV,  of  sack  act.    (T.  3D.  -288a;  Ckst.  1%  lOlGw) 

Inasmuch  as  the  basis  of  tax  imposed  on  capital  stock  by  the  act  M  fiefit«nber 

8,  1916,  is  the  fair  value  of  the  stock  of  a  corporation,  mutual  insurance  companies 

and  other  associations  not  having  capital  stock  represeirted  by  sliBreB,  ^^1  oe  ex- 

.     cmpt  from  tw:  in  tke  absence  cs  a  basis  ioc  the  yoaMtttatMia  ai  Urn  tax.    (T.  D. 

2383;  Oct.  l%191fi.) 

Cooperative  banks  without  capital  stock  oi^udaed  asid  apoBateA  lor  mutual  .^pur- 
poses and  without  profit  are  exempt  from  tax  imposed  bv  section  407  of  tb£  act  of 
September  8,  1916.    (T.  D.  2383;  Oct.  19,  1916.   T.  D,  2750,  aft.  12;  Aug.  9,  1918.) 

ITationalf^zm-loan  associatiosui. 

National  farm-loan  associations,  as  pro\'ided  i&iBaGtiQu  2&  of  tbe  act  «i  July  17, 
1916,  are  exempt  from  tax  imposed  by  section  407  of  act  of  September  8,  1916. 
(T.  'D.  288S;  'Ocrt.  19,  1916.    T.  ©.  2730,  ant.  K;  Aiag.  9,  I9fl8.) 

B^el^giotui  oz^anizatiQzia. 

Corpocation  or  association  ovgantzed  asid  (q>erated  exclusively  for  r^l^ious  pur- 
poses, n»iMtft<cf£  net  iaicome  of  WhicSa.  inures  to  benefit  ol  airy  privaftestockfaokder 
or  individual,  is  exempt  fmaa  tax  inrpoeed  by  section  407  of  lme  act  of  September 
8,  1916.    (T.  D.  2383;  Oct.  19,  1916.    T.  D.  275Q,'art.  12;  Aug.  9, 19i8.^ 

< Scteatidftc  oi^auEatioxB. 

Cu^jLKiralwn  or  assoctatisQ  ofganised  md  operated  exdloBively  lor  sden'tific  pur- 
poses, no  part  of  net  income  of  -wfaioh  inures  to  benefit  ol  any  private  -stodrlHHder 
or  individuait,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of  S^iFtember 
8,  1916.     (T.  D.  2383;  Oct.  19,  1916.    T.  D.  275»,  art.  12;  Aug.  9, 1918.) 

Social  clubs. 

Clui»c«gKmBed  and  •operated  exclusively  for  pleasus^,  recieation,  and^j^ber  non- 
ptofi table  purposes,  no  part  el  ne%  income  erf  =wbK^  inufes  to 'benefit  of  any  prtrato 
stoddtekter  or  member,  is  eoMupt  finna  tas  imposed  by  section  497  d  act  of  Sep- 
tember 8,  1916.    (T.  B.  2383;  Oct.  19,  m6.    T.  ©.  27S0,  art.  12;  Ai^.  *,  lOM.) 

Fair  value  of  stock. 

Tax  is  not  upon  par  valtie  of  capital  stock  but  upon  its  fair  average  value  for 
p^recodii:^  fiscal  year  rcndiing  Jane  ^;s»  regards  dmiMBtic  corporatioBB  ^  is  en  en- 
tindy  dmesent  basas  fran  SBcsas  profits  tax,  iviiich  is  eoucenied  wztb  invested 
capital  and  not  with  present  hiir  value  of  the  capital;  fair  value  of  satire  capital 
stock  is  no>t  necessazily  fups^ctol  mtfket  value  of  eadi  share  multiplied  by  number 
.of  flliaiea.    (T.  D.  2750,  art  7;  Aug.  9>  1918.) 

1  niisceriwining  ^vahtaof  capital  stock  fior  fmrpeseef  tsK,  mtch  depositsand  rsservo 
funds  of  insurance  companies  as  they  arcreqiairsd  by  law  <Br  eoatract  to  wsdatain  or 
liold  for  protection  of  or  payment  to  or  apportionment  among  -poUcvholders  are 
to  be  omitted;  aside  from  such  iQgal  reserve  funds  the  capital  stock  of  mutual  in- 
'Sttrance  oompanies  conaiBts  ol  any  capital  or  surpluB  or  contingent twwi^cs invested 
jai  «cal  estate  iSJid  other  assets  or  maintained  for  the  gensral  use  of  41ie  business. 
(T.  D.  2750,  art.  8;  Aug.  9, 1918.) 
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Fair  value  of  stook-^ontinued. 

Fair  value  of  capital  stock  is  not  necananty  the  book  valu».t>r  tke  auurkct  value, 
or  even  the  eftrni«^  vaLnD,  akthough  it  is  olten  more  direcliy  depeadiont  upon  the 
last;  it  can  best  be  ostizmated  fay  officers  of  corporation  barviAg  spcNOiJ  knowledge 
of  its  affairs  aad  jfenei^  knowleoge  of  line  of  business  in  vhich  it  is  engaged;  fair 
value  shown  by  Ezkibit  C  mast  not  be  set  at  a  sum  leas  thsp  the  reconstructed 
book  vahie  shown  by  ExMbit  A,  or  market  value  shown  by  Exhibit  B,  uidess 
corporation  is  materiall]^  affected  by  extraordinary  conditions  whidi  justify  lower 
figures;  commissioner  will  estimate  fair  value  in  cases  Tegarded  as  involviBg  mw 
mdentateoMHi  ^  uodervalfiatioa;  when  seoond  flsaBssDaent  is  made,  no  tax  col- 
lecfeed  imdeg-Hiiflh  Mewssamant  shaU  be  recovered  in  any  suit  unless  it  is  proved  that 
Totann  was  aot  iaJm  or  fraudaWBit  and  did  not  eoBtain  any  underatatemAnt  or  uader- 
i^hiatun.    (T.  D.  275a,  art.  1»;  Aug.  fi,  1:918.) 

Tax  19  measived  by  imr  vakM  of  total  capital  atedc,  aneJwftwigaiirplMg  aoad  uiidi- 
vMed  profits  lor  y«Br  prMediBg  the  taxable  year,  whether  caDOHCt  af  buaiincgB  is 
profitable  or  otherwise;  fair  value  el  eDi»e  cKpiM  stock  of  goia^  ooBoem,  regajrdless 
df^locA:  onraenliap  at  ability  ^  individual  etockholdexB  to  Bqnudate  their  holdings, 
ioff-eqwed ;  Mies  pnees  to  any  luimber  of  shaces  of  ateok  iess  than  majfority  iateres  t 
are  not  AcceMrBy  iadioative  laf  lair  value  of  •entire  eapiteJ  stodc;  oafstal  vnvtested, 
natwe  of  hfiuiiic/ii,  idad  of  assets  {tAem  or  <|BiGk  tuimag),  good  will,  fraachises, 
eantiBg  icapacily;  etc.,  am  isapittant  factors  that  aSeet  worth  cl  eaterpases  and 
'  iBSflt  be  given  we  oeaaui£aatien  in  airiving  at  lur  vahie.at  ai^  given  ^date.  (T.  D . 
276^  Appodcs  A;  Am^  d,  Hft&.) 

Faff  wi^emg^nniltietif  cafN^l  stock  and  iax  pa^ble  Ihereoa  rfiall  be  detemined 
m  acQn4fl»ee  wfth  iasilinKilioaB  in  Form  7V7,  whiek  pnmiieB  ia  S]diibit  A  lor  book 
vMae  of  capital  <8tedc,  is  Bxhifbit  B  fsr  maitet  valae,  and  iat  BshAit  C  lor  vaiue 
baBed<»  e^ftaliKiBg^e^amtBes.  •  {T.  D.  27S0,  ait.  IS,  Appendxx  A;  Aug.  fi,  1918 . ) 

Impoaitioix  of  tax— Doxrbestie  coxporationa,  etc. 

Section  467  <qI  the  act  «f  SapteaabeT  8,  1A16,  ioaposes  a  iHPedal  excise  tax  with  re- 
spect to  the  <caiirykig«n  «r  cbftsg  btiaiiieflB  by  coiporatioiis,  jolnt-ateck  companiee  or 
aasociatioBS,  or  kkswiance  «ooa|MOkies  organised  ia  the  United  States  lor  .pcofit,  and 
haviag^aeafatal  stock  iepteani,ted  by  ehaees,  50  cottU  for  eadi  jSIyOOOaf  the  fair  valuo 
4il  the  capital  stock  in  <xoeBs  «f  $99(,0(M)i,  except  in  certain  enmneiated  instaoceB. 
(T.  D.  2383;  Oct.  19,  1916.) 

'^Engaged  in  buainess." 

if  ptti^ose  for  which  cofrporatien  was  organized  was  to  hmld  and  lease  pioperty , 
TCBts  denvedlnnn  suc^  lease  sire  taxable  even  though  tiieMb^  the  ceipaiationleases 
•M  tiie  prcnerty  aad  el  necessity  goes  out  olall  corpecato  iwiamMeaeaEeeptMir  the  col- 
lectlen  and  c^itaitoitieti  of  <he  rents.    (T.  D.  3418;  I>ee.  15,  IBM.) 

CorporationB  engroed  in  Tmning  are  8td)iect  to  the  tax.  (T.  D.  2418;  Dec.  15, 
1916,    T.  D.  2457;  Mar.  14,  19177) 

Eailxottd  corporation  which  has  leased  its  nroperty  for  a  term  of  years  tuid  partod 
with  its  control  and  management,  but  whicn  maintains  its  cocporate  orgamzation 
and  collects  rentals  from  lessee  company,  and  distributes  same  amongits  stockholders 
is  not  engaged  in  business  so  as  to  oe  nable  for  tax,  notwifhstanding  lease  provides 
for  recoverv  of  property  in  case  of  default-,  this  does  not  apply  where  corporation  is 
organized  for  ostensible  purpose  of  bnilding  and  operating  a  railroad  and  leases  the 
road  before  it  is  built.    <T.  D.  2418;  Dec.  15,  1916.) 

When  cozpozation  owning  property  has  ^ne  out  of  business  in  connection  there- 
with and  disqualified  itself  from  any  activity  in  regard  to  it  there  is  no  liability  to 
tax.    (T.  D.  2418;  Dec.  15, 1916.) 

A  corporation  odgjnaUy  ocganiaed  for  the  purpose  of  owning  and  renting  an  office 
buildii^  which  leased  the  property  £or  130  years  aod  reorganized  and  practically 
went.oatQf  husinan,  its  soieaoithority  boing  to  hold  the  title  subject  to  the  lease  and 
to  receive  and  diatjcibute  tha  rentais  accrtiiug  thepeunder  or  the  proceeds  of  sale,  if 
the  pc^erty  should  be  sold,  ia  joot  liable  to  tax.    (T.  D.  2418;  Dec.  15, 1916.) 

•OorpotatioDB  vhoee  buatness  is  pziaicipaUy  the  heldui^  and  management  of  real 
estoteaveaotuaUy  ^'eaaagedin  bvunaess"  so  as  lo  be  subiect  to  the  tax  imposed  by 
sectk>n407  ^  the  act  cf^teoaber d,  ldl6.    (T.  D.  24>8;  Dec.  15,  191«.} 

A  '  *  holding  company, ' '  organized  iu  the  Urdted  States  lor  the  parpoee  of  aoc^uiidng 
aadhfiAdkiBg capital  stedc  of  si^sidiary  companies,  aikd  actually  engaffed  in  holding 
such  atack,  'voting  tbereei^  ireoeiving  divia^ids  thereon,  and  distrioutKDg  soeney 

kong  its  oinn  shaiehdiidflra,  is  en^wed  in  busiaess  within  the  meaaaing  of  act  of 
'  ar  ^,  MlaSf  and  is  subject  to  special  enciae  tax  im|>osed  under  section  407, 
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and  thifl  applies  to  all  holding  companies  organized  in  the  United  States  for  profit, 
even  though  the  subsidiary  companies  operate  exclusivel]^  in  foreign  countries;  hold- 
ing companies  reauired  to  file  returns  on  Form  707,  and  will  be  held  strictly  liable  to 
penalties  imposed  for  failure  to  make  returns  within  prescribed  time.  (T.  D.  2429; 
Jan.  4,  1917.) 

Foreign  corporations. 

Section  407  of  the  act  of  September  8,  1916,  imposes  a  i«pecial  excise  tax  with 
respect  to  the  carrying  on  or  doing  business  by  every  corporation,  joint-stock  com- 
pany or  association,  or  insurance  company,  organized  for  profit  under  laws  of  any  for- 
eign country  and  engaged  in  business  in  the  United  States,  50  cents  for  each  91;000 
of  the  capital  actually  invested  in  the  transaction  of  its  business  in  the  United 
States.  Certain  exemption  allowed  if  total  amount  invested  in  United  States  or 
elsewhere  is  stated.    (T.  D.  2383;  Oct.  19,  1916.) 

Camuiian  corporation  making  news  print  paper  which  sends  agents  into  the  United 
States  to  solicit  purchasers  for  its  product,  paying  their  expenses,  hiring  d(»k  room 
in  the  United  States,  empowering  salesmen  to  make  written  contracts,  in.  past  in  the 
United  States,  subject  to  corporation's  approval  in  Canada,  and,  ^en  approved^  to 
deliver  the  contracts,  paying  rent,  storage  chai^gee  on  paper  shipped  into  United 
States,  and  also  for  work  done,  by  checks  drawn  on  banks  in  United  Statea  where 
company  keeps  its  funds  received  from  goods  delivered  in  the  United  States,  and 
then,  to  perform  its  written  contracts,  shipping  paper  consigned  to  itself  in  the 
United  States  to  different  points  where  it  hired  storage  rooms  to  store  paper  in.  its 
own  name  and  at  its  own  risk,  pending  delivery,  is  engaged  in  business  ana  is  doing 
business  in  United  States  so  as  to  be  subject  to  the  tax  imposed  by  section  407  of  the 
act  of  September  8,  1916.    (T.  D.  2418;  Dec.  15,  1916.) 

The  amount  of  capital  invested  in  transaction  of  business  in  United  States  by  for- 
eign insurance  companies  is  the  amount  of  * 'surplus  to  policyholders,"  as  shown 
by  convention  form  of  report  to  State  insurance  departments;  foreign  companies  are 
permitted  to  state  amounts  of  surplus  to  policyholders  as  shown  by  report  for  last 
fiscal  year,  ending  December  31, 1916,  the  only  deduction  allowed  being  amount  of 
deposits  actually  required  by  States  in  which  company  is  transacting  business. 
(T.  D.  2503;  June  25,  1917.) 

• Insurance  companies. 

Tax  imposed  by  act  September  8, 1916,  applies  to  insurance  companies  oiganized 
under  statute  or  deriving  from  that  source  some  quality  or  benefit  not  existing 
at  common  law,  irrespective  of  whether  or  not  they  are  organized  for  profit  or  have 
capital  stock  represented  by  shares;  mutual  and  participating  plan  compMues  are 
included;  and  mutual  protective  associations  oiganized  under  statute,  whose  only 
source  of  revenue  is  assessments  paid  by  members  and  whose  net  income  for  each 
year- is  paid  into  reserve  fund  constituting  sole  resource  of  company,'  aaide  from 
current  assessments,  for  payment  of  losses,  is  insurance  company  within  meaning 
of  statute.     (T.  D.  2750,  art.  3;  Aug.  9,  1918.) 

In  ascertaining  value  of  capital  stock  for  purpose  of  tax  such  deposits  and  reserve 
funds  of  insurance  companies  as  they  are  required  by  law  or  contract  to  maintain 
or  hold  for  protection  of  or  payment  to  or  apportionment  among  policyholders'are 
to  be  omitted;  aside  from  such  l^al  reserve  funds  the  capital  stock  of  mutual  insur- 
ance companies  consists  of  any  capital  or  surplus  or  contingent  reserves  invested 
in  real  estate  and  other  assets  or  maintained  for  the  general  use  of  the  business. 
(T.  D.  2750,  art.  8;  Aug.  9,  1918.) 

Tax  is  payable  by  every  corporation,  joint-stock  company  or  association,  or 
insurance  company,  now  or  hereafter  organized  for  profit  under  laws  of  any  foreign 
country  and  engaged  in  business  in  the  United  States;  in  general,  same  kinds  of 
companies  and  associations  are  included  as  in  case  of  domestic  corporations,  except 
that  to  be  taxable  they  must  be  organized  under  some  statute  or  derive  from  that 
source  some  quality  or  benefit  not  existing  at  the  common  law;  foreign  corporation 
is  engaged  in  business  in  United  States  if  it  maintains  agents  or  an  office  or  ware- 
house here,  or,  in  case  of  insurance  company,  writes  insurance  policies  here,  or 
in  any  other  way  enters  the  United  States  for  purpose  of  its  business.  (T.  D.  2750, 
art.  13,  Appendix  B;  Aug.  9,  1918.) 

Tax  on  foreign  corporation  is  in  all  cases  to  be  computed  on  basis  of  average 
amount  of  capital  invested  in  transaction  of  its  business  in  the  United  States  during 
the  preceding  year,  except  for  the  deduction  of  iQgal  reserve  funds  in  case  of  insur- 
ance companies;  basis  of  tax  is  accordingly  different  from  that  in  case  of  domestic 
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corporations,  which  pay  tax  measured  by  fair  value  of  their  capital  stock.    (T.  D. 
2750,  art.  14,  Appendix  B;  Aug.  9,  1918.) 

Insurance  companies  organized  uncler  statute,  engagod  in  business  at  any  time 
during  preceding  year  July  1,  1917,  to  June  30,  1918,  and  not  specifically  exempt 
under  section  11,  Title  I,  act  September  8,  1916,  must  file  return;  mutual  and 
participating  plan  insurance  companies  are  included.  (T.  D.  2750,  Appendix  A; 
Aug.  9,  1918.) 

Every  ii^surance  company,  now  or  hereafter  organized  for  profit  under  the  laws 
of  > any  foreign  country  and  engaged  in  business  in  the  United  States,  shall  be  liable 
to  special  excise  tax  of  50  cents  for  each  full  $1,000  (less  the  proportion  of  $99,000 
as  amount  of  capital  invested  in  United  States  bears  to  total  amount  invested  in 
transaction  of  business  in  the  United  States  or  elsewhere)  of  capital  invested  in 
transaction  of  its  business  in  the  United  States,  except  such  compani^  and  asso- 
ciations as  are  specifically  exempt  under  section  11,  Title  I,  act  September  8, 1916. 
(T;  D.  2750,  Appendix  B;  Aug.  9,  1918.) 

Joint-stock  companies  or  associations. 

Tax  imposed  by  act  September  8,  1916,  applies  to  every  joint-stock  company  or 
aasoi'iation  now  or  hereafter  organized  in  the  United  States  for  profit  and  having 
inipitial  stock  represented  by  shares,  irrespective  of  whether  it  is  creature  of  statute 
or  of  cdntract;  joint-stock  associations  not  organized  under  the  statute  and  so-oalied 
Massachusetts  trusts  are  subject  to  the  tax.    (T.  D.  2750,  art.  2;  Aug.  9,  1918.) 

Every  joint-stock  company  or  association  engaged  in  business  at  any  time  during 
preceding  year  July  1,  1917,  to  June  30,  1918,  arid  not  specifically  exempt  under 
section  11,  Title  I,  act  September  8,  1916,  must  file  returns;  joint-stock  associations 
not  organized  under  the  statute  are  subject  to  the  tax.  (T.  D.  2750,  Appendixes 
A,  B;  Aug.  9,  1918.) 

So-called  Massachusetts  trusts  are  subject  to  tax  imposed  by  act  September  8, 
191«.    (T.  T).  2750,  art.  2,  Appendix  A;  Aug.  9,  1918.) 

• limited  partnership.  n 

Limited  partnershipft^  the  Pennsylvania  type,  which  offer  opportunity  for  limit- 
ing liabilitv  of  all  the  members,  provide  for  transferability  of  partnership  shares,  and 
capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are  corporations  or 
jointrstock  companies;  limited  partnerships  of  New  York  type,  which  can  not  limit 
liability  of  general  partners,  although  special  partners  enjoy  limited  liability  so  long 
as  they  observe  statutory  conditions,  and  which  are  dissolved  by  death  or  attempte(l 
transfer  of  interest  of  general  partner,  and  which  can  not  take  real  estate  or  sue  in 
partnership  name,  are  partnerflhips;  in  doubtful  cases  limited  partnerships  will  bo 
treated  as  corporations  unless  they  submit  satisfactory  proof  that  they  are  not  in  effect 
so  organized.    (T.  D.  2711;  May  9,  1918.) 

Limited  partnerships  of  the  New  York  type,  having  practically  no  characteristics 
of  a  corporation  or  joint-stock  company  except  limitea  liability  as  to  some  of  the 
partners,  are  not  within  scope  of  tax  imposed  by  act  September  8,  1916.  (T.  D. 
2750,  art.  2;  Aug.  9,  1918.) 

Pennsj'lvania  partnerships  with  limited  liability  and  similar  so-called  limiteii 
partnerships  or  partnership  associations,  having  perpetual  succession  and  capable 
of  taking  title  to  real  estate  and  suing  in  common  name,  are  subject  to  tax  imposed 
by  act  September  8,  1916,  although  they  may  not  issue  stock  certificates  to  evidence 
the  shares  of  the  members.    (T.  D.  2750,  art.  2,  Appendix  A;  Aug.  9,  1918.) 

Trusts. 

The  capital  stock  tax  Ls  impose<l  only  on  such  corporations  and  associations  as  are 
oTf^xkized  under  some  statute  or  derive  from  that  source  some  quality  or  benefit  not 
existingat  the  common  law;  trusts  which  do  not  derive  any  benefit  from,  and  are 
not  orptnized  under,  statutory  laws,  not  having  perpetual  succession  but  ending 
with  lives  in  being  and  20  years  thereafter,  are  not  subject  to  tax.  (T.  D.  2418;  Dec. 
15,1916.) 

Nature. 

Tax  is  an  excise  tax  on  pri^^lege  of  doing  business  similar  to  occupational  taxes 
imposed  on  individuals  except  that  in  case  of  a  flat  tax  the  amount  of  tax  is  measured 
by  the  average  value  of  the  stpck  during  the  preceding  year.  (T.  D.  2423;  Dec. 
30,  1916.) 
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The  capital  stock  tax^  being  a  privilege  4X  occapatuxuU  tac,  ib  payable  in  ad- 
\'ance  lor  period  from  Ume  act  went  ioto  effect  to  end  of  fiscal  year,  and  annu- 
ally thereafter  ia  July,  the  beginning  of  thfi  govemoieiital  fiscal  year;  tax  was 
paj-able  to  collector  at  any  time  after  January  1,  WY.     (T.  D.  2423;  Dec.  30, 1BK>.) 

Capital  stock  tax  inapoBed  by  act  September  8,  1916,  became  effective  Januar\' 
1, 1917,  and  is  to  be  paid  anntuuly  in  ad%iuice  for  each  year  banning  July  I,  except 
as  to  first  pa^-mont  for  six  montks  ending  June  30,  1917;  the  tax  due  July  1,  19 IH, 
is  an  excise  tax  payable  in  ad\'ance  for  priN'ilege  of  doing  businesB  froia  July  1, 
1918,  to  June  30, 1919.    (T.  D.  2750,  art.  1,  Appendixes  A,  B;  Aug.  9, 1918.) 

Collector  ^all  within  10  days  after  i^ecei\ing  any  list  of  taxes  from  Commianoner, 
give  notice  to  each  eorporatian  liable  to  pay  any  tax  stated  lh«^ein,  to  l>e  left  at 
his  place  of  business  or  to  be  sent  by  naail,  stating  tJie  amouni  of  such  lax  and  do- 
naanding  pajTsient  thereof,-  collector  may  accept  pajTnent  of  tax  -wiien  return  is  filed 
as  an  '* advance  collection,"  subject  to  any  adjustment  later  found  aeoafisaiy,  but 
no  corporation  is  required  to  pay  tax  until  after  notice  and  demand.  (T.  1>^  2750, 
art.  23,  Appendixes  A,  B;  Aug.  9,  1918.) 

STotice. 

C'ollector  diall  within  10  days  after  teoeiving  any  list  of  tuam  tram  OomaaflBMaer, 
give  aotioe  to  each  corpomtiDn  liable  to  my  aay  tax  slated  tiiereici,  to  be  left  at 
his  place  of  business  or  to  be  Bent  by  mail,  igtating  the  aaount  of  suck  tax  aad  de- 
mandiAg  payment  thereof;  odlector  niay  accept  pay»eBt  ^  tasc  wbea  letsm  is  filed 
as  an  ''advance  celloctioEL/'  Bubjeet  to  any  4bidjus&ient  later  found  see6flBU>%  but 
nocarpocaticm  is  Feooked  to  pay  tax  <«HEitil  a&er  notice  and  demand,  <T.  D.  275^,  art. 
23,  Api»eiidix«8  A,  B;  Aug.  9,  1918.) 

Time. 

Tax  is  payable  to  collector  at  any  time  alter  July  I,  1913;  if  corporation  <k)03 
not  pay  tax  within  10  days  after  service  or  sending  by  mail  of  notice,  coliectoi-  shall 
collect  tax  with  penalty  of  5  per  cent  additional  on  anaount  of  tax  and  interest  at 
cate  of  1  per  oent  a  month;  ocUeotor  has  no  au^tkority  to  extend  time  lor  payment,  and 
any  extension  f^aated  would  be  at  coilect^ir'fi  risk:  <crilectoT  may  nccept  pa^vient 
of  tax  w4aen  retiun  is  filed  mb  an  ''sdvanee  coHectiGn,"  m^ect  to  any  ad^nfitmeut 
later  lound  necoBSBay,  b^  no  oorporatina  is  roq«ii«d  to  pay  tax  until  aller  notiice 
anddemand.   <T.  D.  27$0,  art.  23,  A}^ie&dix«e  A,  B;  A«g.  9,  1918.^ 

Penaltien. 

Every  company  or  association  uubject  to  Bpectal  tax  under  sectimi  iff?  of  the  act 
of  Setytimber  8, 19W,  which  fails  to  malce  returns  during  months  of  Jannaty,  1917, 
and  July,  1917,  and  annually  in  Julv  tbereaffeer,  is  liable  to  penalties  inqwsed  by 
section  3176,  R^rised  6ta1:iitQB,  ae  aniended  by  eecdon  160<l  of  eeptember  S,  191C; 
in  addition  to  such  penalty  a  a{»ecsfic  penalty  is  provided  by  section  406  of  tke  act 
of  September  8,  1:91j6;  upon  faihu^  to  pay  tax  within  10  days  After  aottoe  end 
demand,  penalty  of  5  per  cent' of  tax  unpaid  and  interest  at  rate  di  1  per  cent  per 
month  until  paid  shall  be  added  to  nmount  of  sucli  tax.  <T.  D.  2383;  Oct.  19, 
1916.    T.  D.  2423-  Dec.  30,  1916.) 

The  dO  per  rent  penalty  ior  deiinqnency  in  filing  petoms  as  well  as  the  «|»erific 
penalty  laposed  by  sertkm  408  of  tlie  act  of  September  B,  1916,  ^vr  enpesatiofns  for 
attempting  to  do  bttsiness  without  |siyment  of  spedal  tax  wiU  be  Jitricliy  «Bforeofl 
against  corporations  that  fail  to  file  returns  wjtnin  the  time  prescribed  by  law  oi' 
by  the  coUector.     (T.  D.  2503;  June  25,  1917.) 

PtmiHUiment  £or  TiolatJon  of  law. 

Every  corporation  i*$iich  does  business  without  having  paid  tax  shall  be  dcemorl 
^ilty  of  misdemeancH*  aud  upon  conviction  theroof  shaQ  j^y  fine  ol  not  more  than 
fSOO;  in  addition  to  punishment  sixjcified  where  corporation  fails  to  make  and  file 
return  within  time  prescribed,  there  shall  be  added  to  the  tax  50  per  cent  oT  its 
amount;  in  case  of  false  or  fraudulent  return,  willfully  made,  there  shall  be  tMei 
to  the  tax  100  per  cent  of  its  amount;  wiaere  carpera^ion  does  not  pay  tax  within 
10  da^is  after  aerviee  or  aen^iiskg  of  notice,  penalty  ol  ^  per  cent  additional  upon 
amooffit  of  tax  and  interest  a.t  rate  of  1  per  r  oat  a  m«ath  shall  be  added.  (T.  D. 
2750,  arts.  17,  22,  23,  Appendix  B;  Aug.  9,  1918.) 
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The  tax  is  at  the  rate  of  50  cents  for  each  full  $1,000  of  the  fair  value  of  the  capital 
stock  of  a  corporation,  in  estimating  which  surplus  and  imdividci  profits  shall  bo 
included.    (T.  D.  2750,  art.  7;  Aug.  9,  1918.) 

Forei^  oorporations. 

Tax  is  at  the  rate  of  50  cents  for  each  full  $1,000  of  the  capital  of  the  foroig:n  cor- 
]wration  actually  invested  in  transaction  of  its  business  m  the  United  States. 
(T.  D.  2750,  art.  14,  Appendix  B;  Aug.  9,  1918.) 

Befund. 

No  tax  is  refundable  if  corporation  ceases  to  do  business  during  the  year.  (T.  D. 
2750,  art.  1;  Aug.  9,  1918.) 

Commiasioncr  of  Internal  Kevenue  i»dll  estimate  fair  value  oi  capital  stock  in 
cases  regarded  as  involving  any  understatement  or  undervaluation;  wh^n  second 
assessment  is  made  in  ease  of  any  return  which  in  opinion  of  collector  was  false  or 
fraudulent,  or  contained  anv  understatement  or  undervaluation,  na  tax  collected 
under  such  toessment  shall  ne  recovered  by  an}- suit  unless  it  is  proved  that  return 
^vas  not  false  or  fraudulent  and  did  not  contain  any  imderetatement  or  undervalu- 
ation.   (T.  D.  2750,  art.  19;  Aug.  9,  1918.) 

Beturns. 

Tax  wiiidi  became  effecti\'e  January  1,  1917,  was  pa>-ablc  in  January,  1917,  on 
returns  to  be  made  during  that  month^for  the  six  months  ending  June  30,  1917;  in 
July,  1917,  and  annually  in  Julv  thereafter,  returns  required  to  be  made  and  tux 
paid  for  ensuing  fiscal  year,    (T.  D.  2383;  Oct.  19,  1910.) 

Every  corporation,  joint-stock  company  or  association,  or  insurance  comoaiiy, 
organized  in  the  United  States  for  profit  and  having  a  capital  stock  issued  ana  out- 
standing represented  by  shares  of  market  \'alue  of  $75,000  or  over  and  which  are 
not  exempt,  required  to  make  return,  setting  forth  specific  data,  on  Form  707, 
irrespective  of  ^r  \-alue  of  the  capital  stock,  unless  such  corporation,  etc.,  was  not 
engaged  in  business  during  the  preceding  taxable  vear,  which  for  the  return  due 
January  1,  1«17,  was  the  fiscal  year  July  1,  1915,  to  June  30,  1916.  (T.  D.  238:i; 
Oct.  19,  1916.) 

Sugg;estion8aB  to  estimating  fair  value  of  stock  under  Cases  II  and  III  of  article  4, 
item  (C),  on  Form  707.    (T.  D,  2423;  Dec.  30,  1916.) 

Every  corporation,  joint-stock  company  or  association,  or  insurance  company 
MgaDized  lor  pwrfit  under  the  la^^is  of  any  foreign  country  and  engaged  in  business 
in  the  United  States,  required  to  make  return,' containing  specified  data,  on  Form 
TO8,  iiwspectivc  of  amoimt  of  capital  emploved  either  at  home  or  in  this  country  in 
the  transaction  of  its  business.    (T.  D.  2383*;  Oct.  19,  1916.) 

Suggestions  made  with  regard  to  supplying  information  required  on  Form  707, 
and  errors  noted  in  printing  such  form.     (T.  D.  2417;  Dec.  16,  1916.) 

Capital  stock  that  has  once  been  issued  by  a  corporation  is  regarded  as  being 
** outstanding,"  even  though  it  is  afterwards  acquired  by  the  company  for  \'ahie, 
and  carried  on  the  books  as  treasur>-  stock.    (T.  D.  2417;  Dec.  16,  1916.) 

Provision  in  Begulationa  38  requuing  every  United  States  corporation  Laving 
capital  stock  outstanding  of  market  or  fair  value  of  $75,000  or  over  to  file  return  on 
Form  707,  even  though  fair  value  of  its  capital  stock  does  not  exceed  $99,000,  ex- 
emption allowed  by  law,  was  for  purpose  of  lea\dng  final  determination  of  question 
of  tax  liability  of  company  for  the  collector  or  tlie  Commissioner  of  Internal  Reve- 
nue.   (T.  D.  2417;  Dec.  16,  1916.) 

Fact  that  corporation  has  a  net  income  of  a  sum  less  than  that  specified  by  section 
407  of  the  act  of  September  8,  1916,  does  not  exempt  it  from  making  return  to  the 
collector  of  the  district  in  which  the  corporation  lias  its  principal  place  of  business. 
(T.  D.  2418;  Dec.  15,  1916.) 

Hie  lair  value  of  the  stock  of  subsidiary  companies  nay  be  computed  by  n])- 
portionment  of  the  fair  value  of  total  capital  stock  of  Uie  holding  company 
among  the  various  subsidiaries;  the  basis  of  apportionment  is  the  total  amount 
of  net  profits  earned  by  the  subsidiaries  plus  amoimt  of  net  profits  earned  by 
parent  company  from  actual  operations  and  investments  or  holdings  of  stock  in 
other  companies.  (T.  D.  2423;  Dec.  30,  1916.  T.  D.  2493;  May  22,  1917.  T.  D. 
2509;  July  7,  1917.) 
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rorporatione  in  hands  of  rcreivers  not  required  to  make  return  on  Form  707 
tinlpss  reoeiverehip  terminates  before  clofie  of  taxable  period,  nor  will  corporations 
operating  under  their  corporate  management  but  whicn  were  in  hands  of  receivers 
during  preceding  taxable  (fiscal)  year  be  required  to  file  return.  (T.  D.  2424; 
Dec.  30,  1916.) 

Any  surplus  or  undivided  profits  of  a  foreign  corporation  that  are  invested  in 
Unit«i  States  bonds  or  other  securities  having  no  connection  with  actual  business 
of  corporation  transacted  in  this  country  may  "be  stated  on  return,  Form  708,  uncler 
item  3,  but  should  not  be  included  under  item  1  as  ** capital  invested  iu  the  United 
States.''     (T.  D.  2467;  Mar.  27,  1917.) 

Corporations  that  have  no  reg\ilar  earnings,  and  those  that  have  earned  no  profits 
in  past  five  vears,  or  have  only  been  engaged  in  business  one  or  two  years,  are  per- 
mitted to  fife  detailed  statement  attached  to  back  of  return,  showing  their  assets 
and  liabilities  outstanding  on  June  30,  1917,  or  at  end  of  their  last  fiscal  year,  and 
may  estimate  fair  value  of  stock  from  the  book  value.     (T.  D.  2503;  June  25, 1917.) 

Form  707  requires  under  items  4,  5,  and  6,  the  figtires  shown  on  books  of  corpora- 
tion on  June  30,  1917,  but  if  corporation  prefers  it  may  state  figures  shown  on 
books  at  close  of  last  fiscal  year,  sui  h  as  December  31, 1916.  (T.  D.  2503;  June  25, 
1917.) 

Holding  companies  and  subsidiary  corporations  arc  both  reauired  to  file  returns 
and  pav  tax,  and  no  deductions  are'  allowable  on  return  of  holding  corporation  for 
tax  pai'd  by  a  subsidiary.     (T.  D.  2503;  June  25,  1917.) 

If  corporation  has  increased  or  decreased  capital  stock  during  fiscal  year,  state- 
ment should  be  attached  to  back  of  return,  Form  707,  setting  fortn  number  of  shares 
of  stock  outstanding  each  month,  with  average  fair  value  of  the  stock  for  that 
month,  computed  under  one  of  the  three  cases.     (T.  D.  2503;  June  25,  1917.) 

Domestic  insurance  companies  are  not  permitted  to  deduct  reserves  or  deposits 
maintained  or  held  in  the  United  States  for  the  protection  of,  or  payment  to,  or 
apportionment  among,  policy  holders,  as  such  reserves  and  deposits  are  reflected 
in  the  fair  value  of  the  stocfc  as  computed  under  Cases  I,  II,  and  III,  Form  707. 
(T.  D.  2503;  June  25,  1917.) 

Every  corporation,  joint-stock  company  or  assoc^iation  liable  to  tax  and  engaged 
in  business  at  any  time  during  preceding  year  July  1,  1917,  to  June  30,  1918,  and 
not  specifically  exempt  under  section  11,  Title  1,  act  September  8,  1916,  must  file 
return.     (T.  D.  2750,  Appendix  A;  Aug.  9,  1918.) 

Every  domestic  corporation  shall  make  return  on  Form  707,  r^ardless  of  par  value 
of  it«  capital  stock;  fau-  average  value  of  capital  stock  and  tax  payable  thereon  shall 
be  determined  in  accordance  with  instructions  in  form,  which  provides  in  Exhibit 
A  for  book  value  of  capital  stock,  in  Exhibit  B  for  market  value,  and  in  Exhibit  C 
for  value  based  on  capitalizing  the  earnings;  all  information  called  for  must  be 
given  in  every  case  where  it  is  procurable.  (T.  D.  2750,  art.  18,  Appendix  A;  Aug. 
9,  1918.) 

Where  corporation  fails  to  make  and  file  return  at  time  prescribed,  collector  shall 
make  return  from  his  own  knowledge  and  from  such  information  as  he  can  obtain 
through  testimony  or  otherwise;  any  return  so  made  by  collector  shall  be  prima  facie 
good  and  sufificieht  for  all  legal  purp3ses;  if  failure  to  file  return  is  due  to  sickness 
or  absence,  collector  mav  allow  such  further  time,  not  exceeding  30  days,  for  making 
and  filing  return,  as  he  deems  proper.  (T.  D.  2750,  art.  21,  Appendixes  A,  B;  Aug. 
9,  1918.) 

Where  return  is  not  made  and  filed  within  time  prescribed,  Commissioner  ahall 
adil  to  tax  50  per  cent  of  its  amount,  except  that  where  return  is  voluntarily  and 
without  notice  from  collector  filed  after  such  time  and  it  is  shown  that  failure  to 
file  was  due  to  reasonable  cause  aud  not  to  willful  neglect,  no  such  addition  shall 
be  made  to  the  tax;  amount  so  added  shall  be  collected  at  same  time  and  in  same 
manner  and  as  part  of  the  tax,  unless  tax  has  been  paid  before  disco ver}**  of  the  neg- 
lect, in  which  case  amount  so  added  shall  be  collected  in  same  maiiner  as  the  tax. 
(T.  D.  2750,  art.  22,  Appendixes  A,  B;  Aug.  9,  1918.) 

Where  false  or  fraudulent  return  is  willfully  made,  Commissioner  shall  add  to  tax 
100  per  cent  of  its  amount,  and  amount  so  added  shall  be  collected  at  same  time  and 
in  same  manner  and  as  part  of  tax,  imless  tax  has  been  paid  before  discovery  of  the 
falsity  or  fraud,  in  whicn  case  amount  so  added  shall  be  collected  in  same  manner 
as  the  tax.    (T.  D.  2750,  art.  22,  Appendixes  A,  B;  Aug.  9,  1918.) 

Where  corporation  willfully  or  otherwise  makes  false  or  fraudulent  return,  col- 
lector shall  make  return  from*  his  own  knowledge  and  from  such  information  as  he 
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can  obtain  through  testimony  or  otherwiee,  and  any  return  so  made  shall  be  prima 
facie  good  and  euflicient  for  all  legal  purposes.  (T.  D.  2750,  art.  21,  Appendixes 
A,  B;  Aug.  9,  1918.) 

Every  foreign  corporation  shall  make  return  on  Form  708,  irrespective  of  amount 
of  capital  employed  either  at  home  or  in  this  country  in  transaction  of  its  business; 
manner  of  determining  capital  actually  invested  in  transaction  of  business  in  United 
States  and  tax  payable  thereon,  stated ;  return  not  required  where  corporation  or 
aasociation  was  not  engaged  in  business  in  United  States  diu-ing  preceding  fiscal 
year  Julv  1,  1917,  to  June  30, 1918,  or  is  specificallv  exempt  under  section  11,  Title 
I,  act  September  8,  1916.    (T.  D.  2750,  art.  20,  Appendix  B;  Aug.  9,  1918.) 

<  Commissioner  of  Internal  Revenue  will  estimate  fair  value  of  capital  stock  in  cases 
regarded  as  involving  any  understatement  or  undervaluation;  wnen  second  assess- 
ment is  made  in  case  of  any  return  which,  in  opinion  of  collector,  was  false  or  fraud- 
ulent, or  contained  any  understatement  or  undervaluation,  no  tax  collected  under 
such  asaesBment  shall  be  recovered  by  any  suit  unless  it  is  proved  that  return  was 
not  false  or  fraudulent  and  did  not  contain  any  understatement  or  undervaluation. 
(T.  D.  2750,  art.  19;  Aug.  9,  1918.) 

Returns  must  be  signed  by  two  officers  of  the  corporation— that  is,  by  the  presi- 
dent, vi<'e  president  or  other  principal  officer,  and  by  the  treasurer  or  other  financial 
offic-er;  name  of  corporation  and  names  of  officers  signing  return  should  be  plainly 
written  or  printed  on  the  return.    (T.  D.  2750,  Appendix  A;  Aug.  9,  1918.) 

So-called  subsidiary  corporations,  all  or  part  of  stock  of  which  is  owned  by  another 
corporation,  must  render  returns  in  same  way  as  other  corporations.  (T.*D.  2750, 
art.  24;  Aug.  9,  1918.) 

Every  corporation  liable  to  tax  ehall  on  or  before  31st  day  of  July  in  each  year 
make  return,  verified  by  oath,  to  collector  of  district  where  located.  (T.  D.  2750, 
art.  21,  Appendixes  A,*B;  Aug.  9,  1918.) 

Returns  must  be  verified  by  two  officers  of  the  corporation — ^that  is,  by  the  presi- 
dent, vice  president,  or  other  principal  officer,  and  by  the  Treasurer  or  other  nuan- 
cial  officer,  and  must  be  sworn  to  before  an  officer  authorized  to  administer  oaths, 
and  seal  of  attesting  officer,  if  he  is  required  to  have  a  seal,  must  be  impressed  on  the 
return.     (T.  D.  2750,  Appendix  A;  Aug.  9,  1018.) 

Returns  must  be  signed  and  verified  by  agent  or  attorney  or  other  principal  officer 
in  charge  of  United  States  branch  of  foreign  corporation  and  must  be  swpm  to  before 
an  officer  authorized  to  administer  oaths,  and  seal  of  attesting  officer,  if  he  is  re- 
quired to  have  a  seal,  must  be  impressed  on  return  in  space  provided  for  that  pur- 
pose.   (T.  D.  2750,  Appendix  B;  Aug.  9,  1918.) 

Scope. 

Tax  applies  to  every  corporation,  joint-stock  company  or  association  (except  insur- 
ance companies),  now  or  hereafter  organized  in  United  States  for  profit  ana  having 
capital  stock  represented  by  shares,  irrespective  of  whether  it  is  creature  of  statute 
or  of  contract.    (T.  D.  2750,  art.  2;  Aug.  9,  1918.) 

Insurance  companies  organized  under  statute,  engaged  in  business  at  any  time 
during  preceding  year  July  1,  1917,  to  June  30,  1918,  and  not  specifically  exempt 
under  section  11,  Title  I,  act  September  8,  1916,  must  file  return;  mutual  and  par- 
ticipating plan  insurance  companies  are  included.  (T.  D.  2750,  Appendix  A;  Aug. 
9,  1918.) 

Tax  imposed  by  act  September  8, 1916,  applies  to  insurance  companies  organized 
under  statute  or  deriving  from  that  source  some  quality  or  benefit  not  existing  at 
common  law,  irrespective  of  whether  or  not  they  are  organized  for  profit  or  have 
capital  stock  represented  by  shares;  mutual  and  participating  plan  companies  are 
included,  and  mutual  protective  association  organized  under  statute,  whose  only 
source  of  revenue  is  assessments  paid  by  members  and  whose  net  income  for  each 
year  is  paid  into  reserve  fund  constituting^  sole  resource  of  company,  aside  from  cur- 
rent assessments,  for  payment  of  losses,  is  insurance  company  within  meaning  of 
statute.    (T.  D.  2750,  art.  3;  Aug.  9,  1918.) 

Tax  is  payable  by  every  corporation,  joint-stock  company  or  association,  or  insur- 
ance company,  now  or  hereafter  organized  for  profit  under  laws  of  any  foreign  coun- 
try and  engaged  in  business  in  the  United  States;  in  general,  same  kinds  of  com- 
panies and  associations  are  included  as  in  case  of  domestic  corporations,  except 
that  to  be  taxable  they  must  be  organized  under  some  statute  or  derive  from  that 
source  some  quality  or  benefit  not  existing  at  the  common  law;  foreign  corporation 
ie  engi^ed  in  business  in  United  States  if  it  maintains  agents  or  an  office  or  ware- 
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house  here,  or,  in  case  of  iiiBuraace  comfiaay,  writes  insurance  policies  here,  or  in 
any  other  way  enters  the  United  States  far  purp9se  of  its  business.  <T.  D.  2750.  art. 
13,  Appendix  B;  Aug.  9,  1918.) 

Subsidiary  corporatioiiB. 

So-called  subsidiary  corporations,  xlU  or  part  of  stock  of  which  m  owned  bv  another 
corporation  J  must  render  returns  in  same  way  as  other  corporations;  no  deduction 
is  allowed  in  return  of  holding  corporation  fpr  tax  paid  by  a  subsidiary.  (T.  D. 
2750,  art.  24;  Aug.  9,  1918.) 

CARBONATED  BEVSBAGSS  AKD   WATERS. 

-See  '•  Beverages. *' 

CARBONATED  WINES. 

Sec  "Wines." 

CARBONIC  ACID   GAS. 

See  "Carbonated  Beverages  and  Waters." 

CARDS. 

Playing  cards. 

See  "Playing  Cards." 

CARNIVALS. 
Admissions. 

Sec  "  Admissions.  *' 

CARRIERS. 

See  "Railroads  " ;  "Transportation  " ;  *'  Transportation  Tax . ' ' 

Definition. 

The  word  * 'carrier,"  as  used  in  Title  V  of  the  act  of  October  3, 1917,  means  every 
person,  corporation,  partnerahip,  or  association  who  or  which,  for  hire,  furnishes 
any  of  the  transportation  services  or  facilities  described  or  referred  to  in  subdivisions 
(a),  (b),  (c),  and  (d)  of  section  500;  person,  corporation,  etc.,  engaged  in  logging, 
manufacturing,  mining,  or  any  other  business,  furnishing  any  of  the  services  loforred 
to  in  such  subdivisions,  for  hire,  for  account  of  any  other  person,  corporation,  etc., 
is  a  carrier  within  the  meaning  of  Title  V.    (T.  D.  2676;  Mar.  18. 1918.) 

Exeise  tax  on  boats. 

Imposition  of  transportation  tax  for  ]x>r9ons  transported  by  boat  is  not  conclusive 
that  me  boat  is  used  for  trade ;  if  boat  is  used  to  carry  freight  for  hire,  i  t  is  not  subjec  t 
to  the  tax;  if  used  to  .carry  pasi^engers,  the  distinction  is  between  its  operation  in 
general  commerce,  as  from  New  York  to  Boston,  and  its  operation  for  plainly  pleasure 
purposes,  as  from  Now  York  to  Toney  Island.    (T.  D.  2753;  Aug.  23, 1918.) 

Boats  used  for  pleasure,  wlkether  of  the  owner  or  of  paying  patron,  or  for  periuus 
activities  not  constituting  trade,  are  subject  to  tax  imposed  by  section  603  of  act 
October  3, 1917;  boat"?  operated  for  profit  to  carry  passengers  on  pleasure  trips  to  and 
from  certain  fishing  grounds  are  not  used  for  trade,  but  for  pleasure,  and  are  subject 
to  the  tax.    (T.  D.  2"53;  Aug.  23, 1918.) 


See  ** Insurance," 


Capital  stodc  tax. 


CASUALTY  INSITRANCE. 
CEMETERY  COMPANIES. 


Cemetery  companies  owned  and  operated  exclusivciv  for  bonefit  of  its  members 
are  exempt  from  tax  imposed  by  section  407  of  the  act  of  Septomber  8, 1916,  (T.  D . 
2383;  Oct.  19,  1916.    T.  D.  2750.  art.  12;  Aug.  9,  1918.) 
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Income  tax— ExemptioB. 

Cemeterjr  commBies  are  not^  ss  su<^^  exempt  ffouoi  tax;  exempttOB  is  eottditiocal 
on  filing  with  c^Iecioc  affidavit  setting  out  dbaraeter  and  imrpose  of  oiganizatioB 
and  showing  that  no  part  of  any  income  inurea  to  henefit  of  any  private  stockholder 
or  individiul  and  that  such  income  is  used  exclusively  ta  promote  purpoaes  for 
which  ojTganized  tm  indicated  in  particular  paragraph  under  which  excmptioo  is 
claimed.    (T.  D.  2690;  art,  67.) 

Cemetery  company  having  capital  stock  lepfesented  b^  Bhare3>  or  which  is 
operated  for  profit  or  for  ben^t  of  others  than  its  members,  is  not  exempt.  (T.  I). 
2690;  art.  71.) 

In  esse  of  cemetery  company  having  capital  stock  represented  by  diaresy  or  which 
ia  o^rated  £or  profit  pr  lev  benefit  of  others  than  its  members,  reserve  set  aside  out  of 
promts  as  ^'maintenance  iuEbd* '  is  not  deduetibte  from  gross  infcome^  aad  any  accrc- 
tiona  to  such  hmd  will  be  kdd  to  be  income,  and^  as  such,  must  be  retnraed  by  the 
corpcmitiGn;  expenses  of  mwntenance  will  be  deductible  as  paid.  (T.  D.  2600; 
art.  71.) 

Exemption  from  jStng  returns  and  paying  income  twx.  of  cemetery  com{)anies  is 
conditional  upon  such  an  organization  nlic^  affidavit  showing  character  and  pur- 
pose of  organization,  source  oi  income  and  di<6po6iti<Hi  of  same,  whether  or  not  any 
ol  its  income  is  credited  to  snrfdus  or  inures  to  benefit  of  any  private  stockholder  or 
individual,  to  whidi  affidavit  should  be  attached  copy  of  charter  or  articles  of 
incorporation  and  by4awB;  where  collector  ia  in  doubt  as  to  taxable  status  ol  organiza- 
tion^ uposk  receipt  d  affidavit^  etc.,  he  will  refer  affidavit  and  accompanyii^  papers 
to  Commiasioner  of  Internal  Revenue  for  decision;  if  it  is  held  that  corporation  itself 
i»  exempt  from  income  ami  excess  profits  taxes  it  is  not,  however,  exempt  from  the 
witiiholding  requiiemeiita  nor  from  Eixnishing  inlormation  in  accoraance  with 
proviaions  of  act  of  October  a,  1»17.    (T.  D.  269^;  Apr.  8, 1918.) 

Gross  income. 

Any  accretions  to  reserve  set  aside  out  of  profits  of  cemetery  company  as  a  "main- 
tenance fuud"  will  be  held  to  be  income,  and,  as  such,  must  be  returned  by  tho 
corpoiation.    (T.  D.  260^;  art.  71.) 

CEBEAL6. 

See  ''DutiUed  Spirits";  '^Feimeflted  Liquen";  '^Winea" 

CBBTIFICATB8  OF  BBPOSTT.  * 

Stamp  tax. 

Certificates  oi  deposit  are  not  taxed  by  Schedule  A  ol  Title  VIII  of  the  act  of 
October  3, 1917.    (T.  D.  2713;  May  14,  1918.) 

CEBTIFICATES  OF  INDEBTEDNESS. 

Acceptance  for  income  and  excess  profits  taxes. 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  matur- 
ing June  25,  1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess 
profits  taxes,  when  payable  at  or  before  maturity  of  certificates;  amount  of  such 
certificates  must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to 
be  made  in  Federal  reserve  banks  of  districts  in  which  coUeetoiB'  offices  aie  located ; 
insurance^  where  amounts  are  transmitted  by  registered  mail;  until  certificates  of 
dgpesits  are  received  from  banks  amounts  nuiat  be  carried  as  ''cash  on  hand"; 
schedule  showing  amount  of  accrued  interest  payable  per  certificate  of  each  issue 
on  any  date  from  January  2  to  June  25, 1918.    (T.  D.  2ij3Q;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from 
February  15,  1918,  to  Jnne  25,  1918,    (T.  D.  265^;  Feb.  15, 1918.) 

CoHectoiB  directed  to  receive  United  States  certificates  of  indebtednees,  dated 
Mardi  15^  1918,  maturing  June  25, 1918,  at  par  and  accmed  interest,  im  payinent  of 
income  and  excess  profits  taxes  when  pa^-able  at  or  be&re  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15  to  June  25, 1918.    (T.D.  2680,  ilar.  23, 1913.) 

Collectors  directed  to  receive  Uidted  States  certificates  of  indebtedneas,.  dated 
April  15^  1918y  matuiing  June  25v  1918,  at  par  and  accrued  interest,  in  payment  of 
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Acceptance  for  income  and  excess  profits  taxes— Continued. 

inoomc  and  exeeae  profite  taxes  when  payable  at  or  before  maturity  of  certiiioatea; 
srhedule  showing  exact  amount  of  accrued  interest  on  any  day  from  April  15  to 
June  26,  1918.    (T.  D.  2703;  Apr.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15,  1918,  and  maturing  June  25,  1918,  at  par  and  accrued  interest  in  payment 
f)f  income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedules  showing  the  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25,  1918.    (T.  D.  2718;  May  28,  1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of 
indebtedness  of  tax  series  of  1919.  dated  August  20,  1918,  and  matiuring  July  Ij^, 
1919.  and  of  series  T,  dated  November  7,  1918.  and  maturing  March  15.  1919,  in 
I>aymont  of  income  and  profits  taxes  when  payable  at  or  before  maturity  of  oer- 
tificales;  deposits  of  certificates  must  be  made  with  Federal  reserve  banks  of  dis- 
tricts in  which  respective  collectors'  ofiices  are  located,  and  must  be  forwarded  by 
r(»gistered  mail;  until  certificates  of  deposit  are  received  from  banks,  amounts 
must  be  carried  as  cash  on  hand;  schedules  of  certificates  required  to  be  kept  by 
collectors;  deposit  of  certificates  in  banks  by  taxpayers  permitted  under  stated 
conditions.     (T.  D.  2778;  Dec.  11,  1918.) 

Unmatured  coupons  attached  to  certificates  of  indebtedness  of  tax  series  of 
1019.  dated  August  20,  1918.  and  maturing  July  15.  1919,  and  of  series  T.  dated 
November  7,  1918,  and  maturing  March  15.  1919.  must  be  stamped  "Pfeid";  cou- 
pons maturing  on  or  before  date  tax  is  due  must  be  detached  by  taxpayer  and  col- 
lected, but  all  other  coupons  must  be  attached  to  certificate  and  forwarded  to 
Federal  reserve  banks;  accrued  interest  to  date  income  or  profits  taxes  are  due  not 
covered  by  coupons  attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay 
interest  on  such  certificates  nor  accept  them  for  an  amount  other  or  greater  than 
their  face  value.    (T.  D.  2778;  Dec.  11,  1918.) 

Definition. 

Certificates  of  indebtedness  is  ordinarily  anv  instrument  acknowledging  liability 
for  payment  of  money  not  in  recognized  form  of  a  promissory  note  or  bill  of  exchange. 
(T.  D.  2713;  May  14,  1918.) 

Exemptions  from  taxes. 

Holders  of  Liberty  bonds,  Treasury  certificates  of  indebtedness,  and  war  savings 
certificates,  authorized  by  act  of  September  24, 1917,  are  entitled  to  exemption  from 
all  income  and  war^xcess  profits  taxes  upon  interest  received  on  principal  amount, 
not  to  exceed  $5,000  face  value  of  such  obligations;  immaterial  whether  4  per  cent 
Liberty  bonds  were  issued  to  holder  in  exchange  for  Liberty  bonds  of  first  series,  or 
Treasury  certificates  of  indebtedness,  or  whether  issued  upon  new  subscription, . 
exemption  is  upon  income  from  $5,000  face  value  of  obligations  issued  bv  authority 
of  Kaid  act  of  September  24, 1917.    (T.  D.  2585;  Nov.  8,  1917.) 

CEBTIFICATES  OF  OWNERSHIP. 

Income  taxes— Forms. 

Banks  and  collecting  agents,  debtor  corporations,  and  withholding  agents,  au« 
thorized  to  accept,  until  June  1,  1918,  certificates  of  ownership  on  old  forms  when 
properly  cxecutetl.    (T.  D.  2702;  Apr.  18,  1918.) 

-^ —  Information  at  source. 

Owners  of  bonds  of  domestic  and  refddent  corporations  shall,  when  presenting, 
interest  coupons  for  payment,  file  certificate  of  ownership  for  each  issue  of  bonds 
showing  name  and  address  of  debtor  corporation,  name  and  address  of  owner  of 
bonds,  whether  pavee  is  married  or  head  of  a  family,  and  amount  of  interest.  (T.  D.  • 
2690;  art.  43.) 

Original  ownership  certificates  accompanied  by  monthly  list  returns,  in  case  of 
interest  on  bonds  of  domestic  or  resident  corporations,  when  filed  with  Commis- 
sioner of  Internal  Revenue,  E^all  constitute  and  be  treated  as  returns  of  informa- 
tion.   (T.  D.  2690;  art.  35.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  b^r  nonresident  alien  indi\dduals,  or  foreign  corporations,  associations,  or 
partnerships,  ownership  certificate.  Form  1071.  revised,  shall  be  used  for  and  on 
t)ehalf  of  such  owners  by  any  responsible  bank  or  banker,  either  foreign  or  domestic. 
(T.  D.  2759;  Oct.  2,  1918.) 
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Income  taxes— Continued. 

Information  at  source— Continued. 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  C(>r|X)raiionp.  are 
owned  by  citizens  or  residents  of  United  States,  individual  or  liduciary,  or  by 
dom^tic  or  resident  corporations,  joint-stock  companies,  assocdations,  insurance 
companies,  or  partnershins,  ownership  certificate  lOOlA  shall  be  executed  by 
ar-tual  owner,  or  hy  his  duly  authorized  agent,  when  presenting  item  for  collection, 
whether  item  is  dividend  or  interest  payment,  except  in  case  of  foreign  country  or 
foreign  corporation  having  paying  agent  in  this  countr>^  and  issuing  bonds  contain- 
ing "tax-free"  covenant  clause;  m  such  cases  paying' agent  will  withhold  nonual 
tax  upon  interest  on  such  bonds,  and  ownership  certificate.  Form  1000.  properly 
modihed  to  show  that  debtor  has  paying  agent  in  this  countrv.  should  be  ut^d, 
unless  owner  desires  to  claim  exemption,  when  Form  1001 A  should  be  used.  (T.  D. 
2759;  Oct.  2,  1918.) 

TraAflmittal. 

Whore  debtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  of  foreign  corporations,  having 
no  office  or  place  of  business  in  the  United  States,  or  has  witnheld  no  tax  from  citi- 
zens or  resiaents  of  United  States,  whether  or  not  bonds  upon  which  such  interest 
accrued  contain  tax-free  covenant  clause,  exemption  certificates  filed  in  connection 
with  such  interest  payments  shall  be  transmitted  direct  to  Commissioner  of  Internal 
Revenue  (Sorting  Division),  Washington,  D.  C,  accompanied  by  return  on  Form 
1096,  which  form  shall  be  filed  monthly,  and  need  not  be  sworn  to;  if  a  corporation 
or  withholding  agent  has  withheld  tax  and  is  therefore  required  to  render  return 
on  Form  1012,  revised,  all  certificates  received  shall  be  accounted  for  on  such  monthly 
return,  as  directed  by  instructions  thereon.    (T.  D.  2687;  Apr.  1,  1918.) 

Foreign  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  indorsed  as  prescribed  or  accompanied  by  proper  ownership  certificates, 
giving  all  information  called  for  by  such  certificate:  wnere  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach"  ownership  certificate 
and  indorse  oh  item  the  words  "Certificate  attached  and  information  furnished,'* 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following 
that  during  which  items  were  accepted^  accompanied  by  letter  of  transmittal, 
showing  number  of  certificates  and  aggregate  amount  of  foreign  items  disclosed 
thereon.    ^T.  D.  2759;  Oct.  2,  1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
aocom party  <*oupon  to  paying  agent  in  this  country-,  or  if  tho-e  is  no  such  agent, 
then  to  last  bank  or  collecting  a^ent  handling  item  in  this  country:  When  more 
than  one  coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from 
same  issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been 
properly  indorsed,  certificates  shall  be  attached  and  forwarded  to  Commissioner 
of  intenial  Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day 
of  month  following  that  during  which  items  were  accepted,  accompanied  by  letter 
of  transmittal,  showing  number  of  certificates  and  aggregate  amount  of  foreign 
items  disclosed  thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

AMiere  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information,  ownership  certificate  shall  accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certificate  to  Commissioner  of  Internal 
Revenue,  in  manner  provided  where  duty  is  placed  upon  licensee,  provided  that 
in  case  ownership  certificate.  Form  1000,  is  used,  paying  agent  shall  make  return 
on  Form  1012.    ^T.  D.  2759;  Oct.  2,  1918.) 

Withholding. 

Form  1000,  revised,  shall  be  used  when  no  personal  exemption  is  claimed  against 
interest  on  bonds  containing?  tax-free  covenant  by  citizens  or  residents  of  the  L  nitod 
States;  by  nonresident  alien  individuals,  foreign  corporations  having  no  office 
or  place  of  business  in  the  United  States,  whether  or  not  such  bonds  contain  a  tax- 
free  covenant;  and  in  case  where  coupons  are  received  not  accompanied  by  certifi- 
cates of  ownership.  First  bank  receiving  coupons  not  accompanied  by  ownership 
certificates  will  make  certificate,  crossing  out  "owner''  and  inserting  '* payee,  ' 
and  will  enter  amoilnt  of  interest  on  line  4.    (T.  D.  2690;  art.  43.) 
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CEBTIFICATES  OF  STOCK. 

Stamp  taxes. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock,  does  not  apply  t-) 
isiiic  of  voting-tntst  certificates,  representing  stock  eerti§eates  abready  issued,  nor 
t  J  mere  issue  of  new  certificates  in  place  of  old  certificates  for  stock  previottslv  out- 
standing.   (T.  D.  2752;  Aug.  14,  IMS.) 

Tax  imposed  by  act  October  3, 1917^  on  issue  of  captial  stock  applies  to  issue  of  cer- 
tificates of  sliares  in  so-called  Massachusetts  trusts  and  other  unincorporated  associa- 
tions.   (T.  D.  2752;  Aug.  14,  1018.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
.  certificates  representing  stock  never  before  issued,  no  matter  when  authorized. 
(T.  D.  2752;  Aug.  14,  1918.) 

Tax  impoaed.  by  act  October  3, 1917,  on  transfers  of  capital  stock,  does  not  apply  to 
surrender  of  certificates  in  exchange  for  other  certificates  represeating.  same  or  new 
stock,  provided  they  are  issued  to  same  holder,  nor  does  it  apply  to  surrender  of  stock 
certificates  for  retirement  and  redemption  for  cash;  if,  however,  corporation  btiya 
sDme  of  its  own  stock  and  transfers  it  to  itself,  whetlier  or  not  it  intends  eventually 
to  cancel  it,  transfer  i*  subject  t>  tax.    (T.  D.  2752;  Aug.  14,  1918,) 

Tax  imposed  by  act  October  3,  1917,  on  traoialer  oi  capital  stock  attaches  to  sales 
or  transfers  of  stock,  whether  or  not  represented  bv  certificates.  (T.  D.  2752;  Aug. 
14.  1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  st'>ck  applies  to  transfer 
of  voting-trust  certificates.     (T.  D.  2752;  Aug.  14,  1918.) 

A  stock  certificate  is  a  document  which  is  evidence  of  the  number  of  shares  of 
stock  which  the  holder  of  it  owns,  and  the  stamp  tax  is  laid  not  on  each  stock  certi- 
ficate that  is  issued  but  on  each  original  issue  ot  certificates.  (T.  D.  3002;  Apr.  20, 
1920.    Ct.  Dec.) 

A  corporation  engaged  in  organization  is  deemed  to  issue  stock  when  it  obtains 
subscription  for  it.    (T.  D.  3002;  Apr.  20,  1920.    Ct.  Dec.) 

Issue  of  certificates  of  preferred  or  no  paf  value  stock  in  lieu  of  outstanding  cer- 
tificates ol  common  etock,  or  vice  versa,  is  not  an  original  iasive  of  stock.  (T.  D. 
3002;  Apr.  20>  1920.    Ct.  Dec.) 

So-called  business  pn^ettv  investment  bond^  wherein  it  is  certified  tliat  the 
holder  thereof  is  the  owner  of  interest  ia  certain  specified  real  pioperty,  legal  title 
to  which  was  previously  coaTsyed  to  a  trustee,  and  wlMreby  corporation  issuing 
same  agrees  to  manage  the  property  aind  distribMite  proceeds,  m  certain  nHumer,  is 
not  subject  to  tax  as  a  certificate  of  stock.    (T.  D.  2?95;  Feb.  26,  lfl9.) 

Sale  by  Alien  Property'  Custodian  of  shares  or  certi6eates  o&  slock,  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6, 1917,  as  amended,  his 
agreement  so  to  sell,  and  his  transfar  of  legal  title  to  ceitificadies  or  sbarss  so  sold, 
are  not  subject  to  stamp  tax  imposed  bv  Schedule  A  of  Title  YIU  of  the  act  of 
October  %  1917.    (T.  D.  2786;  Jan.  29,  19-19.) 

Transfer  to  Alien  Property  Custodian  of  shares  or  certificates  of  stock  ia  compli- 
ance with  demand  made  by  him  imder  the  trading  with  th«^  enemy  act  of  Octouer 
6, 1917,  as  amended,  is  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title- VI II 
of  act  of  October  3,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 

GHAMBBB8  OF  COMMBSCB. 

See ''Boards  of  Trade.** 
Capital  atoek  tax. 

Chamber  of  commerce  not  or<rauized  for  profit  and  no  port  of  net  incooie-  of  which 
inures  to  benefit  of  any  private  stockholder  or  individual  is  exempt  from  tax 
impoeeil  bv  section  407  of  the  art  of  September  8, 1916.  (T.  D.  2^3»  Oct.  19, 1^16. 
T.  D.  27^,  art.  12;  Aug.  9,  1918.) 

Dues. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  does  not  attach  to  dues  paid 
to  chambers  of  commerr^e  or  other  i^imarily  business  organizations.  (T.  D.  2681; 
Mar.  26, 1918.) 

Dues  paid  for  membership'  pri'vileges  i»  chamlDer  of  commerce  or  other  pdauLrilv 
commercial  organization  are  taxable  if  privileges  incliido  clnbhovse  bicilitiessucn 
as  are  afforded  by  ordinary  city  social  club.    (T.  D.  2795;  Feb.  26,  1919.) 
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Income  tax— Exemption. 

Chambers  of  commerce  are  not,  an  such,  exempt  from  tax;  exemption  is  condi- 
tional  on  filing;  with  collector  affidavit  setting  out  character  and  purpose  of  organiza- 
tion, and  showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stock- 
holder or  individual,  and  that  such  income  is  used  exclusively  to  promote  purposes 
for  which  organized  as  indicated  in  particular  paragraph  under  which  exemption  is 
claimed.    <T.  D.  2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  chambers  of  commerce  is 
conditiou^  upon  such  an  organization  filing  affidavit  showing  character  and  purpo^^e 
of  organization^  source  of  income  and  disposition  of  same,  wnether  or  not  any  of  its 
income  is  credited  to  surplus  or  inures  to  Denefit  of  anv  priv-ate  stockholder  or  indi- 
vidual, to  which  affidavit  should  bo  attached  copy  of  charterer  articles  of  incorpora- 
tion and  by-laws;  where  collector  is  in  doubt  as  to  taxable  status  of  organization, 
uj>on  receipt  of  affidavit,  etc . ,  he  will  refer  affidavit  and  accompanying  papers  to  Com- 
missioner of  Internal  Revenue  for  decision;  if  it  is  held  that  corporation  itself  is 
exempt  from  income  and  excess-profits  taxes  it  is  not,  however,  exempt  from  the 
withholding  leguiTements  nor  from  fumidiing  information  in  accordance  with  pro- 
Ansions  of  act  of  October  3, 1917.    (T.  D.  2693;  Apr.  8, 1918.) 

CHAXPAGNE. 

See  "Wines/* 

CHABOED  OFF. 

Definition. 

The  phrase  "charged  off,"  as  used  in  the  second  paragraph  under  section  12  of 
Title  I,  of  act  of  September  8, 1916,  contemplates  that  the  reasonable  allowance  de- 
ducted from  gross  incomes  on  account  of  depreciation  or  depletion  shall  be  credited 
to  proper  reserve  accounts  and  carried  as  a  liability  a^inst  tne  assets,  to  the  end  that 
when  the  total  of  these  credits  equals  the  capital  investment  account,  no  further 
deductions  on  these  accounts  will  oe  allowed.    (T.  D.  2481;  Apr.  10, 1917.) 

CHARITABLE  OBGANIZATIOKS. 

AdmiBaiona  to  eatertainmenta. 

Where  proceeds  of  admissions  inure  exclusively  to  benefit  of  charitable  institu- 
tions, societies,  or  organizatioDS,  admiasioos  are  not  taxable;  character  of  organiza- 
tion for  which  benefit  is  given  and  not  purpose  of  particular  benefit  is  controlling; 
admissions  to  any  entertainment  for  charity  are  taxable  if  funds  are  administered 
by  any  persons  *or  organization  other  than  vdigious,  educational,  or  charijable 
institutions,  societies,  or  organizatiooB.    (T.  D.  2681;  Kar.  26,  1918.) 

Every  institution,  society,  or  organization,  claiming  exemption  from  collecting 
tax  on  admissions  by  reason  of  bein^  charitable,  required  to  file  with  collector  of 
district  affidavit  upon  stated  form,  prior  to  conducting  any  entertainment  or  amuse- 
ment or  permittiog  either  to  be  conducted  for  its  benefit;  unless  affidavit  shall  be 
fikd  Bumciently  before  date  of  entertainment  to  permit  of  hill  adx'ance  investiga- 
tion of  circnmstances  and  a  decision  thereon,  managers  of  entertainment  shall  keep 
and  exhibit  to  internal  revenue  officers  coqjnlete  record  of  admissions  to  each  i>er- 
formance,  and  will  be  held  responsible  for  collection  of  tax  iu  caso  claim  for  exemp- 
tion is  not  allowed.     (T.  D.  2681;  Mar.  26,  1918.) 

Payments  for  admissions  to  dances  given  by  homo  guard  to  raise  money  for  uni- 
forms and  other  expends  are  not  6xcmpt  from  admissions  tax.  (T.  D.  2782;  Dec. 
24, 1918.) 

Capital  stock  tax. 

Corporation  or  asajciation  organized  and  operated  exclusively'  for  charitable 
■  purposes,  no  part  of  net  income  of  which  inures  to  benefit  of  any  private  stockholder 
or  indi\'idual,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of  September 
8, 1916.     (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

BxcesB  profits  tax — Gifts. 

Oontiibutiona  or  gifts  for  religious,  charitable,  etc.,  purposes  allowed  as  deduction 
for  purposes  of  income  tax  imder  paragraph  ninth  of  subdivision  (a)  of  section  5  of 
the  act  of  iSeptember  8,  1916,  as  amended,  may,  aubiect  to  limitaUona  therein  con- 
taiaed,  be  deducted  in  computing  net  income  of  txmde  or  business  only  when  shown 
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Excess  profits  tax— Gifts— Conthiued. 

to  satisfaction  of  rommissioner  of  Internal  Revenue  that  such  contribiitionfl  or 
gifts  are  made  from  trade  or  business,  and  not  by  individual  iii  his  personal  capacity. 
(T.  D.  2694;  art.  37.)  .  ,  ,  .  . 

Income  tax — Exemptions. 

('orporations  or  associations  organized  and  operated  exclusively  for  charitable 
piirixwcs  are  not,  as  siidi,  exempt  from  tax;  exemption  is  conditional  on  filing 
with  collector  affidavit  setting  out  character  and  purpose  of  organization,  and  show- 
ing that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  indi- 
vidual, and  that  such  income  is  used  exclusively  to  proniote  purposes  for  which 
organized  as  indicated  in  particular  paragraph  under  which  exemption  is  claimed. 
(T.  D.  2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  corporations  or  associa- 
tions organized  and  operating  exclusively  for  charitable  purposes  is  conditional 
upon  such  an  organization  filing  affidavit  sfiowing  chiracter  and  purpose  of  organiza- 
tion, BjUrce  of  income  and  disposition  of  same,  whether  or  not  any  of  its  income  is 
credited  to  sarphis  or  inures  to  benefit  of  any  private  stockholder  or  individual,  to 
whi<  h  affidavit  should  be  attached  copy  of  charter  or  articles  of  incorporation  and 
by-laws;  where  collector  is  in  doubt  as  to  taxable  status  of  organization,  upon 
receipt  of  affidavit,  etc.,  he  will  refer  affidax-it  and  accompanj-ing  papers  to  Com- 
missioner of  Internal  Revenue  for  decision;  if  it  is  held  that  corporation  itself  is 
exempt  from  income  and  excess  profits  taxes  it  is  not,  however,  exempt  from  the 
withholding  requirements  nor  from  furnishing  information  in  accordance  with  pro- 
visions of  act  of  October  3,  1917.     (T.  D.  2693;  Apr.  8,  1918.) 

Net  income. 

Donations  made  for  purposes  connected  with  operation  of  property  when  limited 
to  charitable  institutions,  hospitals,  or  educational  instit^itions,  condticted  for 
benefit  of  employees  or  their  dependents,  may  be  dediicted  as  ordinary  and  neces- 
sary expense;  such  deduction  snould,  however,  be  reduced  by  any  amount  repaid 
to  corporation  by  the  employees.    (T.  D.  2690;  art.  134.) 

Special  taxes— Billiard  tables,  etc. 

Occupation  tax  levied  by  act  of  September  8,  1916,  is  applicable  to  pool  or  bil- 
liard tables  and  bowling  alleys  in  charitable  institutions.  (T.  1).  2462:  Feb.  16, 
1917.) 

CHABITABLE  PURPOSES.  • 

Income  taxes — Deduction  of  contributions  to  charity. 

In  determining  amount  of  net  income  of  taxable  year  "remaining  undistributed " 
six  months  after  its  close,  and  not  ** invested  and  employed  in  the  business,''  there 
may  be  subtracted  the  amount  of  contributions  properly  made  for  charitable  or 
war  purposes.     (T.  D.  2763;  Oct.  21,  1918.) 

Hoving^picture  films — Excise  taxes. 

There  is  not  exemption  from  tax  imposed  by  section  600  of  the  act  of  October  3, 
1917,  in  the  case  of  films  used  exclusively  for  educational,  charitable,  or  religious 
purposes.    (T.  D.  2719;  Art.  XII.)^ 

CHATJTAUaTJAS. 

Admissions  tax. 

When  a  Chautauqua  bureau  presents  a  Chautauqua  under  the  usual  form  of  agree- 
ment with  a  local  bo<lv  by  which  latter  subscribes  for  season  tickets  and  receives 
them  to  resell  to  the  public,  the  admissions  tax  is  payable  on  (1)  amount  paid  by  local 
body  to  the  bureau,  regardless  of  number  of  tickets  not  resold  or  not  used,  on  (2)  any 
excess  receive<l  by  local  body  from  resale  of  tickets  over  the  amounts  so  paid  by  it, 
and  also  on  (S)  all  admissions  other  than  by  ticket  so  sold  to  the  local  body.  (T.  D. 
2782;  Dec.  24,  1918.) 

Special  tax. 

Statement  of  matters  involved  in  case  of  Redpath  Lyceum  Bureau  v,  Pickering, 
in  order  that  decision  holding  that  the  Redpath  Co.  is  not  a  lecture  lyceum  within 
eighth  subdivision  of  section  3,  of  the  act  of  October  22,  1914,  may  be  properly 
understood.     (T.  D.  2448;  Feb.  14,  1917.) 

Exemption  of  lecture  lyceums  under  clause  8,  of  section  3,  of  the  act  of  October 
22,  1914,  does  not  apply  to  lecture  lyceum  bureau  which  is  proprietor  of  sbows  or 
exhibitions.    (T.  D.  2684;  Mar.  28,  1918.    Ct.  Dec.) 
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CHECKS. 

Income  taxes — Information  at  source. 

Returns  of  information  required  regardless  of  amonnt,  in  rase  of  payments  of 
interest  upon  bonds,  mortc;a^,  or  deeds  of  tnist,  or  other  similar  oblations  of 
corporations,  joint-stock  companies  or  associations,  and  insurance  companies:  and 
in  c^ase  of  collection  of  items  (not  payable  in  the  United  States)  of  interest  upon 
bonds  of  foreign  countries  and  interest  upon  the  bonds  and  di\Hdend8  on  stock  of 
foreign  corporations,  by  persons,  corporatiops,  etc.,  undertaking  as  matter  of  busi- 
ness or  for  profit  collection  of  foreign  payments  of  such  interest  or  dividends  by 
mea^^.s  of  coupons,  checks,  or  bills  of  exchange.    (T.  D.  2690;  art.  35.) 

lacensea  of  collecting  agents. 

All  persons,  corporations,  etc.,  undertaking  as  matter  of  business  or  for  profit, 
ct)llection  of  foreign  pavements  of  interest  on  dividends  by  means  of  coupvins,  cnecKS, 
or  bills  of  exrhange,  snail  obtain  license  from  (Commissioner  of  Tnt<ernal  Revenue, 
««  prescribed  by  section  9  (b)  of  the  act  of  September  8,  1916,  as  amended;  such 
licensee  shall  write  or  stamp  on  the  face  of  the  item:  "Information  obtaineil  and 

furnished  by (name  of  collecting  agent).''     (T.  D.  2690;  art.   48. 

See  T.  D.  2759:  Oct.  2,  1919.) 

Payment — ^Bsd  dhecks. 

Taxpayers  whose  checks  have  been  reti  rnod  tincoUected  by  depositary  bank 
shouli  be  immediately  notified  to  make  checks  good;  if  taxpayer  fails  to  do  so, 
collector  should  proceed  to  collect  taxes  by  usual  methods,  as*  though  no  check 
bad  been  given.     (T.  D.  2666;  Mar.  8,  1918.) 

In  cases  where  checks  have,  been  returned  uncollected  by  depositary  banks, 
if  re<*apitulation  of  assessment  lint  for  the  month  has  not  yet  been  sent  to  the 
foramissioner,  original  entty  of  pavment  should  be  canceled,  and  at  the  same  time 
there  should  be  noted  in  the  '^'Remarks''  column  "Check  returned  unpaid; 
transferred  to  p.  — ,  1  — ,"  with  the  date,  and  the  item  should  be  reentered  in  the 
unpaid  section  of  the  list,  with  the  notation  **  Transferred  from  p.  — ,  1  — ."  The:o 
should  be  submitted  in  support  of  the  new  entn'  a  copy  of  the  collector's  letter  to 
the  taxpayer  with  regard  to  the  nonpayment  of'^  the  cn^ck;  if  monthly  recapitula- 
tion has  gone  forward,  note  should  be  made  in  the  '' Remarks''  column,  opixwite 
the  original  entry,  "Check  returned  unpaid,-'  with  the  date.  (T.  D.  2666;  Max. 
8,  1918.) 

X^Tiere  check  for  which  certificate  of  deposit  to  credit  of  Treasurer  of  the  United 
States  has  <)een  issued  is  returned  to  depositary  bank  unpaid,  collector  will  he 
promptly  notified  and  check  held  for  few  days,  during  which  time  collector  should 
make  effort  to  recover  amount  from  taxpayer;  if  amount  is  recovered,  collector 
should  inumediately  turn  it  over  to  depositary'  in  exchange  for  bad  chock,  which 
should  be  returned  to  the  drawer,  but  if  amount  is  not  recovered  within  reasonable 
time  depositary  will  return  check  with  letter  of  transmittal  and  ask  receipt  from  (col- 
lector, which  receipt  should  be  given  in  duplicate,  and  depositar>'  will  charge 
amount  to  Treasurer's  account  in  next  daily  transcript.    (T.  D.  2666;  Mar.  8, 1918.) 

Where  check  deposited  in  collection  account  is  returned  unpaid,  and  no  certificate 
of  deposit  on  Form  15  covering  the  amount  thereof  has  been  issued,  amount  of  check 
will  DO  charged  by  depositary  to  the  collection  account,  after  being  held  in  a 
suspense  account  tor  a  few  days  while  an  effort  is  made  to  recover  amount  from 
taxpayer.    (T.  D.  2666;  Mar.  8,  1918J 

Collection  at  par. 

.Ml  checks  in  payment. of  income  taxes  must  be  collectible  at  par  (without  any 
deduction);  taxpayers  who  are  not  sure  that  their  checks  will  be  paid  at  par  should 
be  advised  to  whte  beneath  the  amount  '* without  deduction  for  exchange,"  or 
"with  exchange'';  collector  not  recjuired  to  examine  all  checks  to  see  whether  they 
are  collectible  at  par;  if  bank  on  which  check  is  drawn  refuses  to  pay  it  at  par,  it 
will  be  returned  through  depositary  bank,  and  should  be  treated  in  same  manner 
as  a  bad  check.    (T.  D.  2666;  Mar.  8,  1918.) 

—  Monthly  and  quarterly  accounts.' 

Instnictions  with  reference  to  preparation  of  monthly  and  quarterly  accounts  in 
cases  where  checks  have  been  returned  uncollected  by  depositary  bank.  (T.  D. 
2Mi»;  Mar.  8,.191&) 
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Income  tax — Continued. 

Payment — Continued. 

Out-of-town  diecka. 

All  out-of-town  dtcckB  for  stiiich  depositary  bank  is  nnvilling  to  issue  immediate 
certificate  d  deposit  to  credit  of  Treasurer  of  United  States,  should  be  deposited 
eepirately  in  coDection  account,  as  provided  in  T.  D.  2627;  collection  account  Avili 
be  charged  and  Treasurer's  general  account  credited  by  i«J3uance  of  certificate  of 
deposit  on  Form  15.    (T.  D.  2606;  Mar.  8,  1918.) 

Poatin^  records. 

Instnictions  with  reference  to  posting  records  1  and  9  in  caaes  where  cij^ecks  have 
been  returned  uncollected  by  depositary  bank.     (T.  D.  266G;  Mar.  8,  1918.) 

Uncertified  checks. 

If  uncertified  check,  accepted  by  coUcctor,  is  not  paid,  person  by  whom  it  lias 
been  tendered  remains  liable  for  tax;  such  uncertified  checks  as  depositary  bank  is 
willing  to  accept  should  be  included  in  certificate  (A  deposit  issued  to  collector;  all 
other  certificates  will  be  carried  by  collector  as  *  *  cash  on  band  " ;  date  on  which  col- 
lector receives  check  considered  date  on  which  payment  is  made  unless  check  is  re- 
turned dishonored;  such  uncertified  checks  as  bank  is  not  willing  to  accept  for  im- 
mediate credit  may  be  deposited  for  collection,  and  when  collection  is  mado 
proceeds  shoald  be'immediately  deposited  with  other  collections  for  tbe  day,  col- 
lector charging  his  account  ^'cash  on  bEmd,"  and  crediting  taxpayer  from  whom 
check  was  received.    (T.  D.  2627;  Doc.  28,  1917.) 

Payment  of  taxes— Collection  and  deposit. 

Department  Circidar  No.  144,  issued  imder  date  of  May  20,  1919,  with  reference 
to  collection  and  deposit  of  checks  received  in  payment  of  intemal-revenue  taxes, 
published  for  information  of  internal-revenue  officers  and  others  concerned.  (T.  D. 
2846;  May  24,  1919.) 

Stamp  tax. 

The  stamp  tax  on  checks  imposed  by  Schedule  A,  of  Title  VIII,  of  the  act  of 
October  3,  1917,  att|iches  to  checks  at  the  time  of  delivery,  if  delivered  within  the 
territorial  jurisdiction  of  the  United  States  and  expressed  to  be  payable  otherwise 
than  at  sight  or  on  demand,  but  not  to  checks  not  yet  delivered  or  delivered  in  a 
foreign  country  or  expressed  to  be  payable  at  sig^t  or  on  demand.  (T.  D.  2682; 
Mar.  20,  1918.) 

CHECKEItS. 
Excise  taxes. 

See**  Excise  Taxes.'* 

CHEKICAL  LABORATORIES. 

De^nition. 

The  term  ''chemical  labocatorv,'*  as  used  in  soctioa  3297,  Re\'ised  Statutes,  in- 
cludes Mky  allied  labocafcory,  such  as  piiysLcal  or  electricad  laboratory^  beloBgini;  Ut 
such  institution  or  college  in  whidi  the  alcdiol  withdrawn  from  bond,  is  used  purely 
for  scientific  purposes.    (T.  D.  1971;  Apr.  20,  1914-    T.  D.  2496;  May  31,  1917.) 


See  "Pharmacists.". 

Excise  taxes. 

See  "Excise  Taxes.". 

Excise  taxes. 

See  **ExcL<3c  Taxes." 

AdmissionB. 


CHEMISTS. 
CHESS. 

CHEWING  GUM. 

CHII4DREN. 


Tax  imposed  by  aection  700  ol  the  act  of  October  3,  1917,  on  the  admissioD  of 

children  under  12  years  of  age,  must  be  collected  in  all  cases  at  tlae  full  rate  of  1  cent 
for  each  10  cents  or  fraction  thereof,  except  where  distinctive  tickets  are  issued  for 
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Admissions — Continued. 

children  under  12  yearSi  or  tickeU  for  their  use  toe  indelibly  aUmped  to  show  that 
they  jire  good  only  for  the  Adauasion  of  children  under  12  yeftra,  or  where,  in  abeencc 
of  tickets,  tax  ia  paid  at  time  of  admiaBion  of  children  under  12  years;  children  undor 
12  years  of  age  when  admitted  free  are  not  Uzable.    (T.  D.  2681;  Mar.  26,  1918.) 

Cluldrea  under  12  years  of  Bge  when  admitted  free  are  sot  taxable  under  oectiou 
700  of  the  act  of  October  3, 1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Excise  taxes — Toys  and  games. 

Tax  imposed  by  sectioB  aOO  <f)  of  tiio  act  of  October  3. 1917 ,  is  3  per  ceftt  of  the  price 
for  which  the  sporting  goods  and  games  enumerated,  except  children's  toys  and 
games,  are  sold  by  the  manufacturer.    <T.  D.  2719;  Art.  XV^II.) 

Income  taxes — ^Deduction  of  allowances. 

As  a  rule,  allowances  which  father  g^ives  to  his  minor  children,  whether  said  to  be 
in  consideratioii  of  service  or  otherwise,  are  not  alkwable  deductions  in  return  of 
income,  nor  are  they  income  to  the  children.    (T.  D.  2690;  art.  8.) 

Exemptions. 

Exemption  of  $200  for  each  dependent  child  provided  by  section  7  of  act  of  Sep- 
tember 8, 1916,  as  amended,  is  given  in  respect  of  income  tax,  and  is,  therefore,  appU- 
cable  under  both  ike  act  of  September  8, 1916,  as  amended^  and  the  act  of  October  3, 
1917,  under  same  conditions  of  fact.    (T.  D.  2690;  art.  14.) 

Beturns. 

Pidnciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  under  section  2  (b)  of  the  act  of  »September  8, 1916,  as  amended,  when 
income  of  estate  or  trusty  as  an  entity,  is  $1,000  or  over,  retimi  to  be  made  on  Form 
1040  or  1040 A;  fiduciartce  must  make  returns  on  Form  1041  whenever  interest  of 
beneficiary  in  net  income  of  estate  or  trust  is  $1,000  or  ovc^r  for  an  unmarried  bene- 
ficiary, and  whenever  interest  of  married  beneficiary  i^  $2,000  or  o^'er.  (T.  D .  2600 ; 
art.  27.) 

Fiduciaries  acting  for  minors  or  dJier  incompetents,  required  to  make  returns 
according  to  marital  status  of  beneficiary';  whenever  interest  of  beneficiary  in  net 
income  of  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary,  or  in  case 
of  married  beneficiary,  whenever  interest  is  $2,000  or  oxer,  fiduciaries  are  required 
to  make  return.    <T.  D.  2690;  art  27.) 

Income  received  by  minor  child  from  sources  other  than  parent  should  be  in- 
cluded by  parent  in  his  return;  fact  that  sudi  income  is  not  appropriated  by  parent 
ia  immattf  lal;  where  income  is  frooL  separate  estate  and  parent  has  been  «>pointed 
guardian,  and  conditions  arc  such  that  income  so  received  is  to  be  held  mr  use  of 
child,  it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  for  other- 
wise for  Durposes  of  tax,  in  manner  and  form  as  called  for  by  facts  of  particular 
case.    {T.  D.  2690;  art.  29.) 

CIDEB. 

B«vera^  tax. 

Swoet  apple  cider  is  taxed  under  section  313  (b)  of  act  of  October  3,  1917,  if  it 
contains  less  than  one-half  per  cent  of  alcohol  and  no  added  sugar.  (T.  D.  2719; 
Art.  XXXI.) 

Wine. 

Apple  cider  or  other  fruit  juice,  fermented  naturally  or  artificially,  if  sold  as 
wine,  is  taxable  as  wine.    (T.  D.  2387;  Oct.  30,  1916.) 

CIOAKS. 
B  0X08 — lAbels. 

Labels  provided  lor  by  section  400  of  act  of  Oct<^er  3,  1917,  to  be  affixed  to  each 
box  of  cittrs  weighing  more  than  3  pounds  per  thousand,  shall  not  be  less  than  1  inch 
kmg  nor  less  than  three-fourths  of  an  inch  wide  and  riudl  be  affixed  to  front  of  box  or 
container,  and  contain  fc^wingkgend:  ^^The  contents  of  this  box  have  been  tax  paid 

as  cigacs  of  Class ,  as  indicated  by  the  internal-revenue  stamp  affixed."    In 

each  such  label  class  Bhall  be  indicated  by  letter,  conemonding  with  approved 
dasB  SA  shown  by  table.  Provision  effective  on  and  after  Novemtber  2,  1917.  (T. 
D.  25G9;  Oct.  17,  1917.) 
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Boxes — Labels— rontinuod . 


Legend  may  be  printed  <)r  Ptamped  directly  on  front  of  box,  but  must  be  clear 
and  diptinct;  dimensions  of  label  may  be  reduced  in  case  of  wooden  boxes  con- 
taining 25  or  less  cigars,  and  also  small  packages  not  made  from  wood,  on  which  it 
may  be  printed  as  part  of  other  printing  thereon;  each  such  label  on  small  pack- 
ages not  made  from  wood,  known  as  packape  goods,  should  be  perfectly  legible 
and  should  appear  in  conspicuous  place.     (T.  D.  2595;  Nov.  22,  1917.) 

Cases — Excise  taxes. 

Ggar  cases,  when  intended  to  be  carried  on  the  person,  and  made  wholly  or  in 
part  from  gold,  silver,  or  platinum,  or  having  the  appearance  thereof,  are  deejtied 
to  be  jewelry  within  section  600  (e)  of  the  act  of  October  3,  1917.  (T.  D.  2719; 
Art.  XIV.) 

Cutters — Excise  taxes. 

Cigar  cutters,  when  intended  to  be  carried  on  the  person  and  made  wholly  or 
in  part  from  gold,  silver,  or  platinum,  or  having  the  appearance  thereof,  are  deemed 
to  be  jewelry  within  section  600  (e)  of  the  act  of  October  3,  1917.  (T.  D.  2719; 
Art.  XIV.) 

Floor  tax. 

Tax-paid  manufactured  cigars  in  excess  of  specified  quantity  held  for  sale  on 
October  4,  1917,  as  well  as  contents  of  broken  packages  and  goods  in  transit  on 
Piu'h  <late,  required  to  be  inventoried  and  returned  for  assessment  of  tax  provided 
for  by  section  403  of  the  act  of  October  3,  1917;  dealers  and  others  lequired  to  pay 
tax  must  make  return  on  Form  416C,  in  duplicate,  under  oath,  on  or  beforip  No- 
vember 2,  1917;  payment  of  tax  required  at  time  of  tiling  return,  but  may,  upon 
filing  of  bond,  be  extended  to  date  not  exceeding  seven  months  from  passage  of 
act  of  October  3,  1917;  principal  oflSce  or  place  of  business  to  make  return  wbere 
two  or  more  stores  are  operatea  by  same  dealer.    (T.  D.  2656;  Oct.  16,  1917.) 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  business,  October 
3,  1917,  at  post  exchanges  at  Army  camps  are  not  subject  to  floor-stock  taxes,  im- 
posed by  section  403  of  act  of  October  3,  1917.    (T.  D.  2584;  Nov.  20,  1917.) 

Manufacturers — ^Books  and  returns. 

Instruction  requiring  Form  277,  re\4sed,  to  be  used  exclusively  for  return  f<» 
registry  of  manufacturers  of  cigars,  when  such  occupation  is  not  subject  to  special 
taxes.     (T.  D.  248-5;  Apr.  24,  1917.) 

Instructions  with  reference  to  entries  to  be  made  in  books  and  monthly  returns 
on  November  2,  1917,  when  full  increased  taxes  became  effective.  (T.D.  2569; 
Oct.  17,  1917.) 

Inventories. 

Instructions  with  reference  to  making  inventory  required  by  sections  3358,  3390, 
Revised  Statutes;  no  claim  of  failure  to  make  true  inventory — ^in  which  certain 
tobacco  was  not  included — submitted  in  response  to  notice  to  show  cause  against 
assessment  for  omitted  tax  on  apparent  deficiencies  shown  in  examination  of  man- 
ufacturer's account,  will  be  entertained;  verification  of  inventories  by  deputy 
collectors.    (T.  D.  2390;  Nov.  4,  1916.) 

Instructions  with  reference  to  inventories  required  to  be  filed  January  1,  1918, 
and  verification  thereof  by  collectors  of  internal  revenue  or  their  deputies;  further 
duties  of  deputy  collectors  stated.     (T.  D.  2583;  Nov.  17,  1917.) 

Manufacturers  of  tobacco,  snuff,  cigars,  and  cigarettes  required  to  make  inventories 
in  accordance  with  sections  3358,  3390,  Revised  Statutes,  such  inventory  to  be  made 
before  commencement  of  business  of  January  1, 1919;  tobacco  of  each  class,  and 
stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine-cut,  and  smoking 
tobacco,  snuff,  cigars,  and  cigarettes,  of  the  several  classes,  should  be  weighed 
separately;  inventory  must  include  unstemmed  tobacco  stored  off  bonded  factory 
premises  and  also  the  attached  and  unattached  stamps;  tobacco  material  in  factory 
required  to  be  segregated  according  to  classification;  tobacco  dust,  sweepings,  etc., 
must  be  inventoried  as  "waste'';  weight  and  marks  of  each  unopened  package, 
etc.,  required  to  be  listed  on  back  of  inventory  form;  record  of  quantity  or  tobaeco 
used  from  date  of  inventory  to  date  of  deputy  collector's  visit  required  to  be  kept; 
inventory- must  be  verified  early  as  practicable  after  January  1,  1919;  duties  dl 
deputy  collectors  enumerated.    *(T.  D.  2777;  Dec.  11,  1918.) 
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Inventories — ContiQued. 

inventories  prepared  maccbrdiince  with  sections  3358  and  3390,  Revised  Statutes, 
requiied  to  be'filed  before  commencemient  o!  businesBon  January  1, 1920;  weighing; 
inventory  oi  attached  and  unattached  stamps  required^  segregation  of  tobacco 
material  in  iaetery;  tobaece-  duai,  sweepings,  etc.,  to  be  inventoried  as  "waste''* 
listing  of  weight  and  maika  of  unopened  packages/  etc.;  verification;  duties  of 
deputy.  coUeetors.    <T.  D.  2966;  Nov.  29,  1919.) 

A  corporation  eanyia^  on  business  as  a  ooianufacturer  of  tobacco,  snuff,  cigars,  or 
cigarettesj  or  as  a  dealer  in  leaf  tobacco,  will  be  required  to  have  the  monthly  reports 
and.inv^iteries  signed  and  sworn  to  by  a  duly  auUiorized  officer  or  agent  of  the  cor- 
portion  and  to  file  the  monthly  reports  within  the  prescribed  time  with  the  collector 
of  the  district  in  which  the  factory  or  dealer's  place  of  business  is  located.  (T.  D. 
3073;  Sept.  27,  1920.) 

An  officer's  authority  to  sisp  and  make  oath  to  a  corporation's  monthly  reports  and 
inventories,  unless  specifically  given  in  the  charter  or  by-laws,  miist  be  conferred 
by  a  resolution  in  due  course  of  the  board  of  directors.  In  case  of  such  resolution,  a 
certificate  thereof  in  duplicate,  executed  by  the  president  and  attested  by  the  secre- 
tary, diould  be  filed  with  the  collector  of  fiie  district  in  which  the  monthly  reports 
and  inventories  are  to  be  filed ;  one  copy  should  be  retained  by  the  collector  and  one 
forwarded  by  him  to  the  commissioner.     (T.  D.  3073;  Sept.  27,  1920.) 

Whenever  it  is  not  possible  or  convenient  for  an  officer  of  a  corporation  to  sign  and 
swear  to  its  monthly  reports  and  inventories  as  a  manufacturer  of  tobacco,  snuff, 
cigars,  or  cigarettes,  or  as  a  dealer  in  leaf  tobacco,  an  agent  may  be  authorized  to 
execute  them  and  may  bind  the  corporation  as  fully  as  an  officer,  under  the  follow- 
ing conditions: 

•A  resolution iu; due  course  of  the  board  of  directxH^  should  appoint  and  authorize 
the  superintendent  or  manager  of  the  factory  or  leaf  establishment,  identifying  both 
the  individual  and  the  factory  or  leaf  establishment,  to  execute  the  monthly  reports 
and, inventories  required  of  l^e  corporation,  and  provide  further  that  the  power  of 
attorne]^  so  created  shall  continue  in  full  force  until  written  notice  of  the  revocation^ 
thereof  is  given  to  the  collector  of  the  district  thereby  affected.  A  certificate  in  du-' 
plicateofsuchresolution,  executed  by  the  president  and  attested  by  the  secretary, 
should  then  be  filed  with  the  collector  of  Uie  district  in  which  the  monthly  repocts 
and  inventories  are  to  be  filed ;  one  copy  should  be  retained  by  the  collector  and  one 
forwarded  by  himi  to  the  Commissioner.  Such  certificate  will  ..coiMitute  authority 
for  the  collector,  until  he  has  actual  notice  of  the  recall  of  the  power,  to  accept 
monthly  reports  and  inventories  executed  by  such  agent.  (T.  D.  3073;  Sept.  27, 
1920.) 

Actual  and  accurate  inventories  as  required  by  law  must  be  made  by  manufac- 
turers of  tobacco,  snuff,  cigars,  and  cigarettes  on  January  1,  1921.  Each  manufae- 
tm-er  should  observe  carefully  the  following  instructions: 

(1)  Tbe  inventory  must  be  made  before  the  commencement  of  business  on  Janu- 
ary 1, 1921.  After  it  is  completed  the  correct  totals  should  be  immediately  entered 
on  the  blank  form  which  will  be  furniBhed  to  each  manufacturer  by  the  collector 
of  the  district  in  which  his  factory  is  located. 

(2)  All  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine  cut,  lind 
smoking  tobacco,  snuff,  cigars,  and  cigarettes  of  the  several  classes  must  be  sepa- 
rately weighed  or  counted,  as  the  case  may  be.  An  accurate  inventory  of  attached 
and  unattadied  stamps  must  also  be  made. 

(3)  All  tobacco  material  in  the  factory  should  be  segregated  according  to  the 
clasrafication  provided  in  the  prescribed  mventory  form,  and  weighed  separately; 

<4)  The  weight  and  marks  of  each  unopened  hogshead,  case,  or  bale,  or  other 
package  of  tobacco,  and  all  broken  packages  of  tobacco  and  loose  tobacco  within 
the  factCHry  and  inventoried  by  the  manu&cturer,  should  be  listed  and  each  item 
should  be  sufficiently  described  to  aid  the  deputy  collector  in  verifying  the  in- 
ventory. Such  list  should  be  made  on  the  back  of  the  inventory  form  or  on  separate 
sheets  of  the  same  size  attached  thereto. 

(5)  Tobacco  dust,  siftings,  sweepings,  and  waste  shall  be  inventoried  by  dgar 
manufacturers  under  the  head  of  ''waste"  only,  and  by  quasi  manufacturers  of 
tobacco  under  separate  heads,  each  properly  described. 

(6)  An  accurate  record  of  the  quantity  of  tobacco  of  each  class  used  during  the 
period  from  the  date  of  inventory  to  the  date  of  the  visit  of  the  deputy  should  be 
feept  for  die  purpose  of  enabling  him  to  arrive  at  the  actual  quantity  of  tobacco  of 
eadi  class  which  was  on  hand  on  tbe  inrentory  date.    (T.  D.  3099;  Dec.  10, 1920.) 

7<H20-~21 8  ,ig,,,,  ,y  Google 


114  CICKABS. 

ManufactureTB— Continued . 

Inventories — Continued. 

EaehiitfvwxCQvyAftUlwvMfied  byftdepttlisr  08li6etar»4«lw6Mr]ieri;9ndicablc 
dftte  alter  Janoary  Ir  V»2l.  Eftch  d^oty  ifaeidd  be  <iivBCtei,  ia  diiitirminiiis  the 
conectneat  of  the  fi^ufohehovn  i&  theimventury,  to  take  i«t»>eaoi»tthif  qaiiKity 
of  tobaeeoo£eaehdifiei«ntkindaoUI«iiidi]MdeBAe<Mi0lHQidiaidpun^^ 
other  hand  between  the  tiara  of  hie  viot  and  the  taldng  el  the  aavoBtory.  T}i(> 
deputy  should  require  any  necesBary  amendmeitt  to  be  aiade  befiire  permittini; 
oath  to  be  taken  and  ahould  observe  the  instnictiona-in  RcMuiatioiia  No^  8^  (revifed 
July  1,  IdlO),  ]^age  6(1,  under  the  head  of "  DeficieDoes  found  oy  examining  offieeiH. 
Any  deficiencies  which  may  be  discovered  should  be  reported  immediateiy.  (T. 
D.  3099;  Dea  10, 192a) 

Bemoral  or  witbdrawal  of  tebseeo. 

See  "Withdrawal  for  use  of  United  States,"  post. 

New  form  of  special  permit,  Form  688,  adopted  to  take  place  of  Record  100  for 
issue  to  manufieu^turers  of  cigars  and  tobacco  applying  therefor,  authorisdng  remorval 
of  certain  kinds  of  tobacco  mm  bonded  factory  premises  for  sale  or  transfer  to  another 
factory  or  for  return  to  leaf  dealer;  instructions  as  to  contents  of  application  for  per- 
mit, fifing  ef  application,  etc.  (T.  D.  24ffl;  Dec.  28,  1916.)  See  T.  D.  2957;  Dec. 
16,  1919. 

Printed  Form  712,  application  of  manufacturers  of  cigars  and  tobacco  for  permits 
to  remove  tobacco,  etc.,  from  factories  for  tjanafer  to  anot2ier  manufacturer  or 
return  to  d<»ler  in  leaf  tobacco,  adopted;  manufacturer  of  tobacco  and  cigars 
required  to  be  instructed  that  applications  for  permitB  to  remove  tobacco,  etc., 
must  be  made  on  such  form,  and  tnat  it  must  be  legibly  and  accurately  filled  in, 
and  that  in  case  unstemmed  or  stemmed  leaf  tobacco  or  stems  are  shipped  or  deliv- 
ered to  dealer  in  leaf  tobacco,  tiie  sbbxeviation  ''B.  L.  T.**  shofdd  Ife  indicated  in 
proper  place  in  the  appUcatitm.  (T.  J>.  2478;  Apr.  f,  1917.)  Bee  T.  D.  -2957; 
Dec.  16,  191^. 

Instructions  with  reference  to  supplying  manu&ctuieFS  of  cf^is  with  n^viscd 
.     Form  550,  application  for  withdrawal  for  export.    (T.  D.  2521;  Sept.  1, 1917.) 

Bwtee  of  tax. 

Taxes  imposed  by  sections  400  to  403  of  the  act  of  October  S,.  1917,  semoved  from 
factory  or  customhouse  for  consmnption  or  use  on  and  after  October  4^  1917,  and 
November  2, 1917 ,  acc<K>ding  to  their  several  classifications,,  shown  by  table.  (T.  D. 
2569;  Oct.  17,  1917.) 

Betail  price — Determination  of  tax. 

The  ordinary  retail  price  of  a  single  ci^ir  is  the  actual  retail  price  in  aE  cases  at 
which  cigars  are  sold  singly;  manner  of  determining  the  ordinary  retail  price  ef  a 
single  cienu  in  case  of  cigars  which  are  manufactured  or  imported  to  retail  at  the 
rate  of  3  for  10  cents  or  10  for  35  cents,  and  which  are  practically  never  sold,  in  any 
other  manner  stated.  (T.  D.  2645;  Jan.  17, 1918.)  Determination  of  price  where 
the  box  in  which  the  cigara  come  is  the  unit  of  sale.    (T.  D.  2569;  Oct.  17,  1917.) 

Where  retail  price  of  cigars  is  different  in  different  parts  of  the  countoy,  tax  im- 
posed by  subdivisions  rb),  (c),  (d)^  and  (e)  of  section  400  of  the  act  of  October  3, 
1917,  is  to  be  based  on  tno  retail  price  at  which  the  cigars  are  retailed  in  the  section 
of  the  country  where  the  principal  market  for  them  is  at  the  time  of  sale.  (T.  D. 
2577;  Nov.  13,  1917.) 

Stamps—  Canoellation. 

Stamps  required  by  section  400  of  the  act  of  October  3,  1917,  must  be  affixed  in 
suc^  maBiier  as.  to  seal  the  packa^^e  and  shail  be  cancdbed  by  the  maaufaeturer 
writing  or  impRBtuig'  on.  each  stamp  his  factory  number,  the  number  oi  the  district 
aad  state,  $aA  date  of  caneeUation  to  include  month  and  year;  in  ease  of  importer 
ol  small  dgan  or  d^^arettee  the  stamps  shall  be  canc^ed  by  the  owner  or  imperter 
writing  or  imprintmg  upon  same  his  name  and  date  <^  cancellation  to  iiMdudc 
month  and  year.    (T.  D.  2569;  Oct.  17,  1917.) 

■ Inventory  and  retccrn. 

AU  attached  and  unattached  stamps  for  payment  of  tax  on  cigars  held  by  manu- 
facturers in  their  factories  on  October  4, 1^17,  and  November  2, 1917,  beiore  com- 
mencement of  business  on  said  days,  required  to  be  inventoried  and  returns  filed 
for  additional  tax,  as  provided  in  section  1006  of  act  of  OctcJ^er  3, 1917;  stamps  in 
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Inventory  and  retnxa.-— Gontinuod. 

tniMit  OB  dale  mr^mUxy  is  lequuad  puichawd  at  old  isteir  mctsi  be  included  in 
inventory:  lecme  for  retamt  and  inventories;  mannfacinrere  requued  to  nnder 
return  aad  inventory  ngtwitkntandiag  he  may  have  no  BtaxiHi»  cm  hand  oo  dales 
mentioned.    (T.  D»  250»;  Oct.  17,  l^UJ) 

Orders. 

Forms  of  orders  for  stamps,  revised,  standardized  as  to  size,  printed  in  different 
coloana^  reciuired  to  be  used  a»6oon  m  supply  is  forwardedtocoilectoiaand  distrib- 
uted by  them  to  mttnn£actttier&    (T.  D.  24U;  Dec  12,  1916.) 

histractioBS  with  leleience  to  ase  bv  mMinficrturer  of  revi«ed  Perm  168,  ordera 
forstnopsforcigarew    (T.  D.  26D4;  Dec.  12,  1917.) 


Stamps  for  tax  payment  on  imported  cigars  to  be  sold  only  to  owners,  consignees, 
or  importers  on  requisition  of  proper  cnstomhouae  officer;  stamp  order  Fonns  168, 
172,  173,  and. 485  restricted  to  use  of  mamufacturers  in  the  United  Stetey,  Reeuia- 
tioHs  No.  8,  revised  July  1.  1^0,  page  62,  amended  to.  provide  that  when  cigars 
imported  in  the  mails  are  for  delivery  at  phtceff  olier  tnan  where  examined  by 
cuBtoms  offlcen  and  are  forwarded  to  the  postmaster  who  notifies  the  addressee, 
furnishing  him  with  Customs  Catalogue  No.  3493,  which  is  forwarded  to  postmaster 
with  the  package,  necessary  stamps  shali  bo  procured  from  and  sold,  by  the  nearest 
collector  of  internal  revenue.    (T.  D.  2500;  June  15, 1917.) 

Xiiii3»  whMi  aei  eflaetive. 

Section  400  of  the  act  of  October  3,  1917,  le^-ying  a  fax  upon  c^am,  took  effect 
on  November  2,  1917.    (T.  D.  2547;  Oct.  22,  1917.) 

Withdrawal  for  use  of  United  States — Application. 

Manafactmer  must  f&e  application  in  duplicate  on.  Feon  064  for  permit  ta  acadce 
wklKkawal  of  pvodiKt  in  specific  lota  from  hia  factory,  and  in  adboition  to  giving 
mmiber  oi  factory,  ^Bstrict,  and  State,,  the  number  of  onginal  or  stetHtory  padcages 
and  cofttente  ai  each  skadl  be  set  forth  in  each  appKcstum,  aa  well  ae  the  total  quan- 
tity ccyvcied^  rate  of  tax  appKcabte,  amount  of  tax.  to  be  remitted,  aad  t^  inatitu- 
tion  or  name  of  the  person  or  officer  to  whom,  and  the  addreas  to  whidi,  ddpment 
or  delivery  ie  to  be  made;  these  apphcationa  may  be  fMwaided  direct  to  the  Gem- 
missioiier  of  Internal  Revenue,  in  which  case  the  dupticate  application  will  be 
ferwuded  by  the  Commissioner  to  the  coUeetor,  or  filed,  with,  the  cdlector.  kr  the 
districtv  m  which  case  the  coUectcnr  most  forward  the  originai  application  im- 
mediately to  the  Commissioner;  application  should  be  filed  sufficient  time  in 
advance  of  date  upon  which  withdrawal  is  contemplated  to  be  made  to  aDow  of 
ieoeip4  and  issuance  of  pemdt  by  the  Cemmifiaioner  and  recent  thereof  by  tho 
manufacturer  prior  to  that  date.    (T.  D.  2982;  Jan.  22,  1020.) 

Bflla  of  lading:. 

Where  product  withdrawn  is  transported  by  common  carrier,  the  manufacturer 
must  file  with  the  collector  of  the  district  in  which  the  factory  making  withdrawal 
i»  located,  billa  of  ladi^  in  dapKcate  covering  each  ahipment  fromue  factorv  to 
the  point  of  final  dostinaiion;  one  of  tlieso  hulls  of  ladings  which  must  be  filed 
pcomptly  Aiter  withdrawal  is  made,  will  bo  filed  with  the  copy  of  the  am)licaiion 
and  permit  which  it  covers  in  ihe  coUector's  oSiGe,  and  the  other  shall  be  forwarded 
Immediately  with  letter  of  transmittal  to  the  Commissioner.  (T.  D.  2982;  Jan.  22^ 
1920.) 
Bond  tor  traaosportatioii  and  delivery. 

Hie  manufacturer  is  required  to  fumi^  transportation  and  delivery  bond  in 
duplicate  on  Form  665  with  satisfactory  sareties  and  in  penal  sum  of  not  less  than 
the  tax  on  the  total  quantity  specified  in  the  requintion;  this  bond,  which  shall 
state  quantity  of  product  requisitioned,  number  of  factory,  and  its  location,  inchtd- 
in5^  the  district  and  State,  from  which  withdrawal  is  to  be  made,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or  delivery 
is  to  be  made,  may  be  executed  by  corpomte  surety  or  individnal  soFetiflB,  in  the 
iatter  case  each  individual  surety  being:  required  to  show  qualification  on  Form  33 
executed  in  dupficate,  and  the  duplicate  forai  to  be  attached  to  the  dujiticsfee  bend ; 


Digitized  by  VjOOQIC 


116  CIGARS, 

Wlthdrai^ol  for  me  of  TTnited  States— Continued . 

Bond  for  transportation  and  delivery— Continued. 

the  original  and  dujpilicate  bond  must  be  filed  with  the. collector  for  the  dSstrict  in 
which  the  factory  lis  located,  who  will,  if  the  bond  meets  his  approval)  enter  an 
indorsement  to  that  effect  on  both  the  original  and  duplicate,  and  forward  the 
duplicate  immediately  to  the  Commissioner  of  Internal  Revenue.  (T.  D.  2d82; 
Jan.  22,  1920.) 

Certificate  of  receipt  by  Oovemment  officer. 

The  Government  receiving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  inay  certify  as  to  the  onantity  received  and  the  date  of 
receipt,  his  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  piXHUiptly 
to  the  manufacturer,  who  must  file  both  copies  of  the  certificate  of  receipt  witli  t^e 
collector  of  internal  revenue  for  the  district  within  thirty  days  of  date  of  withdrawal: 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  number  of 
statutory  packages,  the  number  of  inner  packages,  if  any,  and  the  total  quantity  so 
lost,  and  the  amount  reported  lost  or  any  difference  between  the  quantity  withdrawn 
imder  permit  and  that  certified  to  by  the  receiving  officer  will  remain  as  charged 
against  the  transportation  bond,  and  assessmient  of  tax  thereon  will  be  made  against 
the  manufacturer  in  the  absence  of  evidence  showing  that  ^e  gpods  not  covered  by 
the  receiving  officer's  certificate  were  actually  destroyed.  (T,  D.  ?982;.  Jan,  2^ 
1920.) 

Colleetor^s  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  product  requisitioned  will  be  credited 
in  Uie  office  of  the  Commissioner,  to  whom  the  collector  will  forward  tlie  original 
certificate  of  receipt  immediately  after  it  is  received  by  him.    (T.  D.  2982;  Jan.  22, 
1920.)  .  ' 
Departmental  requisition. 

Whenever  cigars  are  purchased  for  use  of  the  United  States  and  it  is  proposed  to 
make  withdrawals,  tax  free,  from  the  place  of  manufacture,  requisition  in  duplicate 
on  Form  663,  approved  by  head  of  department  or  head  of  bureau,  or  other  oigant^a- 
tion,  if  independent  of  a  department,  must  be  filed  with  Uie  Con^nission^  of 
Internal  Revenue;  this  requisition  must  specify  the  total,  quantity  of  the  product 
contracted  for  at  a  price  not  including  the  tax  thereon,  the  name  of  the  manufac- 
turer, his  factory  number,  district  and  State,  the  location  of  the  factory  and  the  insti- 
tution and  name  of  the  person  or  officer  to. whom,  and  address. to  which^  shipment 
or  delivery  is  to  be  maae;  one  copy  of  the  requisition  will  be  forwarded  by  the 
Commissioner  to  the  collector  of  internal  revenue  for  the  district  i^  which  is  located 
the  factory  designated  to  furnish  the  product.    (T.  D.  2982;  Jan.  22,  1920.) 

Entries  in  manufacturer's  records  and  reports. 

Each  withdrawal  of  a  product  from  the  factory  shall  be  entered  by  the  manufac- 
turer in  his  revenue  book  on  the  day  withdrawal  is  made  and  shall  be  included 
in  his  monthly  or  annual  report  under  an  appropriate  heading  and  carried  in  the 
recapitulation  as  a  special  credit.    (T.  D.  2982;  Jan.  22,  1920.) 

Labeling  or  branding. 

Each  individual  package  of  tobacco  manufacture  shall  be  labeled  or  branded 
'* For  the  use  of  U.  S.  Government,"  together  with  number  of  permit  and  Ae  date 
thereof,  the  letters  and  figures  of  such  printing  to  be  conspicuous,  in  bold-&ce  type, 
of  not  less  than  one-fourth  of  an  inch  in  height.    (T.  D.  2982;  Jan.  22, 1920.) 

- —  Permit. 

Requisition  and  bond  having  been  filed,  permit  in  duplicate  on  Form  666  for  each 
withdrawal,  for  which  application  is  made  and  approved,  will  be  Issued  by  the  Com- 
missioner and  forwu-ded  to  the  collector,  and  the  original  permit  will  be  deliv^ned 
by  ihe  collector  to  the  manufacturer  to  be  retained  as  authority  for  making  ^e 
withdrawal;  no  more  than  the  Quantity  named  in  the  permit  may  be  withdrawn 
thereunder  i^nd  no  withdrawal  snail  be  made  in  advance  of  the  issue  of  a  perwt; 
withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  permit  or  else 
request  should  be  made  for  cancellation  of  such  permit;  all  products  withdrawn  in 
advance  of  issue  of  permit  will  be  held  subject  to  tax,  and  a  manufacturer  who 
violates  the  law  by  withdrawing  products  on  which  tax  has  not  been  paid,  without 
pennit,  will  be  liable  also  to  statutory  penalties.    (T.  D.  2982;  Jan.  22. 1920.) 
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CIOABETTES. 
Cases— Excise  tax. 

Cigarette  casee,  when  intended  to  be  carried  on  the  person,  and  made  wholly 
or  in  part  from  gold,  silver,  or  platinum,  or  having  the  appearance  tltiereof,.are 
deemed  to  be  jewelry  within  section  600  (e)  of  the  act  of  October  3,  1917.  (T.  D. 
271»;  Art.  XIV.) 

Floor  tax. 

Tax-paid  manufactured  cigarettes  in  excess  of  specified  quantity  held  for  sale 
on  October  4,  1917,  9s  well  as  contents  of  broken  packages  and  goods  in  transit  on 
mieh  date,  required  to  be  inventoried  and  returned  for  assessment  of  tax  provided 
for  by  section  403  of  the  act  of  October  3,  1917;  dealers  and  others  requir^  to  pay 
tax' must  mak^  return  on  Form  416C,  in  duplicate,  under  oath,  on  or  before  Novem- 
ber 2, 1917;  payment  of  tax  required  at  time  of  filing  return,  but  may  upon  filing  of 
bond  be  extended  to  date  not  exceeding  seven  months  from  passage  of  act  ot  Octo- 
ber 3,  1917;  principal  office  or  place  of  business  to  make  return  where  two  or  more 
stores  are  operated  by  same  dealer.    (T.  D.  2556;  Oct.  16, 1917.) 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  business,  October 
3, 1917,  at  post  exchanges  at  Army  camps  are  not  subject  to  floor-stock  taxes  imposed 
by  section  403  of  act  of  October  3,  1917.    (T.  D.  2584;  Nov.  20,  1917.) 

Manufacturers — Books  and  returns. 

Instructions  with  reference  to  entries  to  be  made  in  books  and  monthly  returns 
on  November  2,  1917,  when  full  increased'  taxes  became  eflfective.  (T.  B.  2569: 
Oct.  17,  1917.) 

i Inventories. 

Instructions  with  reference  to  inventories  required  to  be  filed  January  1,  1918, 
and  verification  thereof  by  collectors  of  internal  revenue  or  their  deputies;  further 
duties  of  deputy  collectors  stated.    (T.  D.  2583;  Nov.  17,  1917.) 

Manufacturers  of  tobacco,  snuff,  cigars,  and  cigarettes  required  to  make  inven- 
tories in  accordance  with  sections  3358, 3390,  Revised  Statutes,  such  inventory  to  be 
made  before  commencement  of  business  of  January  1,  1919;  tobacco  of  each  class, 
and  stamped,  as^ell  as  unstamped,  manufactured  plug,  twist,  fine-cut,  and  smok- 
ing tobacco,  snu^,  cigars,  and  cigarettes,  of  the  several  classes,  should  be  weighed 
separately;  inventory  must  ihclude  unstemmed  tobacco  stored  off  bonded  factory 
premises  and  also  the  attached  and  unattached  stamps;  tobacco  material  in  factory 
required  to  be  segregated  according  to  classification;  tobacco  dust,  sweepings, 
etc.,  must  be  i)iventoried  as  "waste*';  weight  and  marks  of  each  unopened  pack- 
age, etc.,  required  to  be  listed  on  back  of  inventory  form;  record  of  qaantity  of 
tobacco  used  from  date  of  inventory  to  date  of  deputy  collector's  visit  required  to 
be  kept;  inventory  must  be  verified  early  as  practicable  after  January  1,  1919; 
duties  of  deputy  collectors  enumerated.    (T.  D.  2777;  Dec.  11,  1918.) 

Inventories  prepared  in  accordance  with  sections  3358  and  3390,  Revised  Statutes, 
required  to  be  filed  before  commencement  of  business  on  January  1, 1920;  weighing; 
inventor)^  of  attached  and  unattached  stamps  required;  segregation  of  tobacco 
material  in  factory;  tobacco  dust,  sweepings,  etc.,  to  be  inventoried  as  "waste"; 
listing  of  weight  and  marks  of  unopened  packages,  etc.;  verification;  duties  of  deputy 
collectors.    (T.  D.  2955;  Nov.  29,  1919.) 

A  corporation  carrying  on  business  as  a  manufacturer  of  tobacco,  snuff,  cigars,  or 
cigarettes,  or  as  a  dealer  in  leaf  tobacco,  will  be  required  to  have  the  monthly  rep9rt8 
and  inventories  signed  and  sworn  to  by  a  duly  authorized  officer  or  agent  of  the  cor- 
poration and  to  file  the  monthly  reports  within  the  prescribed  time  with  the  collector 
of  the  district  in  which  the  factory  or  dealer's  place  of  business  is  located.  (T.  D. 
3073;  Sept.  27,  1920.) 

An  ofi^icer's  authority  to  sign  and  make  oath  to  a  corporation's  monthly  reports  {^nd 
inventories,'  unless  specifically  given  in  the  charter  or  by-laws,  must  be  conferred 
by  a  resolution  in  due  coiuise  of  the  board  of  directors.  In  case  of  such  resolution,  a 
certificate  thereof  in  duplicate,  executed  by  the  president  and  attested  by  the  secre- 
tary, should  be  filed  with  the  collector  of  the  district  in  which  the  montnly  reports 
and  inventories  are  to  be  filed ;  one  copy  should  be  retained  by  th^  collector  ana  one 
forwarded  by  him  to  the  commissioner.    (T.  D.  3073;  Sept.  27,  1920.)  *  .; 

Whenever  it  is  not  possible  or  convenient  for  an  officer  of  a  corporation  to  sign  and 
Bwear  to  its  monthly  reports  and  inventories  as  a  manufacturer  of  tobacco,  snuff, 
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ci^rs,  or  cigasettes,  or  aa  a  dealer  in  leaf  tobacco,  an  agent  may  be  authoiixed  to 
execute  them  and  may  bind  tke  corporatioa  as  fully  aa  an  officer,  under  the  fol- 
lowing conditionfi: 

A  resolution  in  due  course  of  the  board  of  directors  should  appoiat  and  authoriEe 
the  suDerintendent  or  manager  of  the  factory  or  leaf  establishment,  identifying  both 
the  inai\ddual  and  the  factory  or  leaf  establishment,  to  execute  the  montiiiy  reports 
and  inveBtoiies  required  of  ttie  carporation,  and  pH»\ide  furtbar  that  the  power  of 
attorney  bo  created  shall  continue  in  lull  ibice  uatU  wntten  notice  oi  the  revocation 
thereof  is  given  to  the  colIe€t(»:  of  the  district  thec^y  affected.  A  certificate  in 
duplicate  of  such  resolution,  executed  by  the  president  uad  atte«tod  by  the  aeeretary, 
should  then  be  filed  with  the  collector  of  the  district  in  wh&ck  the  monthly  renorts 
and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  the  ooUector  ana  one 
fiorwarded  by  him  to  the  commifiskoz^er.  Such,  certificate  will  constitute  authority 
for  the  cdiector,  until  he  has  actualnotice  of  thfi  Becafl  of  the  pofwer,  taaecept  monthly 
reports  and  inventones  executed  by  such  agent.    (T.  D.  3073^;  Sept.  27,  Ii920.) 

Actual  and  accurate  inventories  a»  required  by  law  must  be  made  by  raaaufac- 
turers  of  tobacco,,  snuff,  cigars,  and  cigarettei  on  January  1»  1821.  Each  manu- 
facturer should  observe  carefully  the  following  instnictioBs: 

(1)  The  inventory  must  be  made  before  the  commencement  of  business  on  Jan- 
uary 1, 1921.  After  it  is  completed  the  correct  totals  should  be  immediately  entered 
on  the-  blank  form  which,  wui  be  furnished  to  each  nuuaifaetaieK  by  the  eoMector 
ol  the  district  in  which,  hia  UecUxy  ia  located. 

(2)  All  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine  cult,  and 
smoking  tobacco,  snuff,  cigars,  and  cigarettes  of  the  several  classes  must  be  separately 
weighed  or  counted,  as  the  case  may  be.  An  accurate  inventory  of  attacfed  and 
unattached  stamps  must  also  be  made. 

(3)  AH  tobacca  material  in  the  kctooy  sfaoiUd  be  segngsted  aceoidiaiig  to  the 
classification  provided  in  the  presczibed  mventory  fioim,  and  wstgiked  s&p&nHtAy. 

(4)  The  wei^  aad  maaries  of  each  unopened  hogrikesd,  case,  or  bttle,  er  other 
paeka^  of  tobaecoy  sad  all  broken  packages  of  tolmeco  and  loose  tobacco  within 
the  factory  and  inventoried  by  tike  manuisctnrer,  should  be  Mrted  and  eadi  item 
^ould  besufficiently  described  to  aid  the  deputy  collector  in  verifying  the  inventory. 
Such  list  should  be  made  on  tihe  back  of  the  inventory  jons  or  en  sepaiate 
sheets  of  the  ssme  size  attached  thereto. 

(5)  Tobacco  dust,  siflii^,  sweepings,  and  waste  shal^  be  inventoried  by  cigar 
manufocturers  under  the  head  of  *' waste  ^  only,  and  by  quasi  manufactmers  of 
tobacco  under  separate  heads,  each  i»t>p^ly  desdbed. 

(6)  An  accurate  record  of  the  quantity  of  tobacco  of  each  claaa  used  during  the 
period  from  the  date  of  inventory  to  the  date  of  the  visit  of  the  deputy  should  be 
kept  for  the  purpose  of  enabling  him  to  arrive  at  the  actual  quantity  of  tobacco 
of  each  class  which  was  on  hand  on  the  inventory  date.    (T.  D.  3099;  Dec.  10, 1920.) 

Each  inventory  shall  be  verified  by  a  deputy  collector  at  the  earliest  practicable 
date  after  January  1,  1921.  Each  deputy  should  be  directed,  in  determining  the 
correctness  of  the  figures  shown  in  the  inventory,  to  take  into  account  the  quantity 
of  tobacco  of  each  dififerent  kind  sold  and  usea  on  the  one  hand  and  purchased  on 
the  other  hand  between  the  time  of  his  visit  and  the  taking  of  the  inventory.  The 
deputy  should  require  any  necessary  amendment  to  be  made  before  permitting 
oath  to  be  taken  and  should  observe  tiie  instructions  in  Regulations  No.  8  (revised 
July  1, 1910),  pi^e  60,  under  the  head  o(f  "Deficiencies  foundby  examining  officers." 
Any  deficiencies  which  may  be  discovered  should  be  reported  nnmediately..  fT.  D. 
3099;  Dec.  10,  1920.) 

■ Withdrawal  of  tobacco  for  export. 

InstructioDs  with  reference  to  supplying  maaufacturesB  at  cigajoettes  with  revised 
Form  550,  application  for  withdrawal  for  export.    (T.  D.  2521;  Sept  1, 1917.) 

Paper  and  tabes— Accrual  of  tax. 

Taxes  imposed  by  section  404  of  act  of  October  3»  1917,  effective  on  November  2, 
1917 »  accrue  U]^on  removal  of  packages,  books,  sets^  or  tubes  &om  the  place  where 
they  aie  made  m  the  United  States,  oir,  if  thev  aie  imported,  upon  withdrawal  fsom 
customhouse  for  consumption  or  use.    (T.  D.  2552;  Oct.  22,  1917.) 

Catarrh  and  asthma  remedies. 

Closed-end  tubes,  used  in  the  preparation  of  catarrh  and  asthma  remedies,  are 
not  taxable  as  * 'cigarette  tubes."    (T.  D.  2570;  Nov.  6,  1917.) 
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Paper  and  tubes — Continued. 
Exemptions  from  tax. 

Cigarette  pM>erB,  nutde  up  intopacks^,  bocdcs,  or  sets,  containing  not  more  than 
25  papen,  ano  also  cigarette  tubes  delivered  to  a  duly  r^nstered  manufacturer  of 
cigarettes  under  statedconditionB,  are  exempt  from  tax.    (T.  D.  2552 ;  Oct.  22, 1917 . ) 

Eiq^orts. 

No  provision  is  made  by  law  for  the  exportation  without  the  payment  of  tax  of 
cigarette  papers  in  packages,  books,  or  sets,  or  of  cigarette  tubes.  (T,  D,  2552: 
Oct.  22, 1917.) 

— -  ImpocDts. 

When  cigaiette  paper  made  up  into  packages,  books,  or  sets,  or  cigarette  tubes  are 
imported,  the  customs  consomption  eatrr  or  withdrawal  for  consumption  entry  eliall 
be  iMepaied  in  triplicate  and  shew  in  detail  number  of  packages,  etc.,  containing 
stated  number  of  pspen  eacii  j  two  copies  (A  customs  entries  to  be  filed  with  collector; 
tax  to  be  paid  to  collector  at  tmie  entries  ara  filed  with  him ;  collector  to  make  certain 
entries  on  copv  of  customs  entTy;  report  in  du{d|icate  to  be  made  by  collector  of 
customs  to  ccmector  oi  internal  revenue  of  quantity  imported.  (T.  D.  2552:  Oct. 
22, 1917.) 

Record,  etc.,  of  manufacturers  of  cigarette  tubes. 

Every  person,  corporation,  partnership,  or  association  making  up  cigunette  paper 
into  pacl^c^,  etc.,  m  the  Umted  States,  required  to  keep  a  book  and  enter  therein 
each  day  the  number  of  packaees,  etc.,  removed  for  consuniption  or  use;  daily 
record  required  of  number  of  tuDea  sold  and  delivered  tax  free  to  duly  roistered 
manufactmrers  of  cigarettes  and  also  number  of  packages  of  tubes  containing^  100 
tubes  or  fractional  part  thereof  and  number  intended  for  use  by  smoker  in  making 
dgarettes  removed  subject  to  tax;  monthly  returns  required;  tax  due  at  time  of 
fifing  return.    (T.  D.  2552;  Oct.  22,  1917.) 

Tims  when  act  etfective. 

Section  404  of  the  act  of  October  3, 1917,  levying  a  tax  upon  cigarette  paper,  took 
effect  on  November  2, 1917.    (T.  D.  2547;  Oct.  22,  1917.) 

Bates  of  tax. 

Taxes  imposed  by  eectioiis  400  to  403  of  the  act  of  October  3, 1917,  removed  from 
factory  or  costomhonse  for  consumption  or  use  on  and  after  October  4,  1917,  and 
November  2,  1917,  according  to  their  several  classificatians,  shown  by  table. 
(T.  D.  2569;  Oct.  17,  1917.) 

Soldiers'  kits. 

Instructions  with  reference  to  the  ^iprnent  from  tobacco  and  cigarette  factories 
of  so-€3dled  soMiers'  kits  or  cartons  containing  packages  of  tobacco  and  cigarettes 
to  New  York,  there  to  be  repacked  tmder  supervwion  of  customs  officer  for  exporta- 
tion to  United  States  soldiers  in  Europe.    (T.  D.  2517;  Aug.  17, 1917.) 

Stamps    Oancellataoii. 

Stamps  required  by  section  400  of  the  act  of  October  3,  1917,  must  bo  affixed 
in  such  manner  as  to  seal  the  package  and  shall  be  canceled  by  the  manufacturer 
writing  or  imprinting  on  each  stamp  his  factory  number,  the  nunaber  of  the  district, 
and  State,  and  date  of  cancellation  to  include  month  and  year;  in  case  of  importer 
of  small  cigars  or  cigaieUes  the  stamps  dtall  be  canceled  by  the  owner  or  importer 
writing  or  imprinting  upon  same  his  name  and  date  of  cancellation  to  include 
month  and  year.    (T.  D.  2569;  Oct.  17, 1917.) 

Inventory  and  return. 

An  attached  and  unattached  stamx^s  for  payment  of  tax  on  cigarettes  held  by 
msnu&ctnrers  in  their  factories  on  October  4, 1917,  and  November  2,  1917,  before 
commencement  of  business  on  said  days,  required  to  be  inventoried  and  returns 
filed  for  additional  tax,  as  provided  in  section  1006  of  act  of  October  3, 1917;  stamps 
in  transit  on  date  inventory  is  required  purchased  at  old  Tates  must  be  included 
in  inventory;  forms  for  returns  and  inventories;  manufacturers  required  to  render 
return  and  inventory,  notwithstanding  he  may  have  no  stamps  on  hand  on  dates 
mentioned.    (T.  D.  2569;  Oct.  17,  1917.) 
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Stamps — Continued. 
Orders. 

Fonn8  of  ordere  for  etampfl,  revieed,  standardized  as  to  eize',  printed  in  different 
colors,  required  to  be  us^  as  soon  as  supply  is  forwarded  to  collectors  and  distributed 
by  them  to  maaufacturers.    (T.  D.  2411;  Dec.  12,  1916.) 

Instructions  with  reference  to  use  by  manufacturer  of  revised  Fonn  486,  ordere 
for  stamps  for  cigarettes.    (T,  D.  2604;  Dec.  12,  1917.) 

Sales. 

Stamps  for  tax  payment  of  imported  cigarettes,  to  be  sold  only  to  owners,  <?on- 
signeee,  or  importers,  on  requisition  of  proper  customhouse  oflBicer:  stamp  order 
Forme  168, 172^  173,  and  485  restricted  to  use  of  manufacturers  in  the  United  States; 
Regulations  No.  8,  revised  July  1,  1910,  pc^e  62,  amended  to  provide  that  when 
cigarettes  imported  in  the  mails  are  for  delivery  at  places  other  than  where  ex- 
amined by  customs  officers,  and  are  forwarded  to  the  postmaster  who  notifies  the 
addressee,  furnishing  him  with  Customs  Catalogue  No.  3493,  which  is  forwarded  to 
postmaster  with  the  package,  necessary  stamps  shall  be  procured  horn  and  sold  by 
the  nearest  collector  of  internal  revenue.    (T.  D.  2500;  June  15*  1917.) 

Time  when  act  effective. 

iSection  400  of  the  act  of  October  3, 1917,  levying  a  tax  upon  cigarettes,  took  effect 
on  November  2,  1917.    (T.  D.  2547;  Oct.  22,  1917.) 

Withdrawal  for  use  of  TTnited  States — Application. 

Manufacturer  must  file  application  in  duplicate  .on  Form  664  for  permit  to  make 
withdrawal. of  product  in  specific  lots  from  his  factory,  and  in  addition  to  giving 
number  of  factory,  district  and  State,  the  number  of  original  or  statutory  packa^ 
and  contents  of  each  shall  be  set  forth  in  each  application,  as  well  as  the  total  quantity 
covered,  rate  of  tax  applicable,  amount  of  tax  to  be  remitted,  and  the  institution  or 
name  of  the  person  or  officer  to  whom,  and  the  address  to  wbipn,  shipment  or  dc^yery 
is  to  be  made;  these  applications  may  be  forwarded  direct  to  the  Commissioner  of 
Internal  Hevenue,  in  which  case  the  duplicate  application  will  be  forwarded  by  the 
Commissioner  to  the  collector,  or  filed  with  the  collector  for  the  district,  in  which 
case  the  collector  must  forward  the  original  application  immediately  to  the  Com- 
mieaioner;  application  should  be  filed  sufficient  time  in  advance  of  date  upon 
which  witiidrawal  i»  contemplated  to  be  made  to  allow  of  i^sceipt  and  issuance  of 
permit  by  the  Commissioner  and  receipt  thereof  by  the  manufacturer  prior  to  that 
date.    (T.  D.  2982;  Jan.  22,  1920.) 

Bills  of  lading. 

Where  product  withdrawn  is  transported  by  common  carrier,  the  manufacturer 
must  file  with  the  collector  of  the  district  in  which  the  factory  making  withdrawal 
is  located  bills  of  ladinj^  in  duplicate  covering  each  shipment  froni  tne  factory  to 
the  point  of  final  destination;  one  of  these  bills  of  lading,  which  must,  be  nled 
promptly  after  withdrawal  is  made,  will  be  filed  with  the  copy  of  the  application 
and  permit  which  it  covers  in  the  collector's  office,  and  the  other  shall  be  forwarded 
immediately  with  letter  of  transmittal  to  the  Commissioner.  (T.  D.  2982;  Jan.  22, 
1920.) 

Bond  for  transportation  and  delivery. 

The^  manufacturer  is  required  to  furnish  transportation  and  delivery  bond  in 
duplicate  on  Form  665  with  satisfactory  sureties  and  in  penal  sum  of  not  less  tlian 
the  tax  on  the  total  quantity  specified  in  the  requisition;  this  bond,  which  ahall 
state  quantity  of  product  requisitioned,  number  of  factory,  and  its  location,  includ- 
ing the  district  and  State,  from  which  withdrawal  is  to  be  made,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or  delivery 
is  to  be  made,  may  be  executed  by  corporate  surety  or  individual  sureties,  in  the 
latter  case  each  individual  surety  beinj^  required  to  show  qualification  on  Form  38, 
executed  in  duplicate,  and  the  duplicate  form  to  be  attached  to  the  duplicate 
bond;  the  original  and  duplicate  bond  must  be  filed  with  the  collector  for  tne  dis- 
trict m  which  the  factory  la  located,  who  will^  if  the  bond  meets  his  approval,  enter 
an  indorsement  to  that  effect  on  both  the  onginal  and  duplicate,  and  forward  the 
duplicate  immediately  to  the  Commimioner  of  Internal  Revenue.  (T.  D.  29B2; 
Jan.  22,  1920.) 
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Withdrawal  for  use  of  United  States — Continued. 

Certificate  of  receipt  by  Oovenunent  oi&cer. 

The  Government  receiving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  may  certifv  aa  to  the  quantity  received  and  the  date  of 
receipt,  hie  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  promptly 
to  the  manu^turer,  who  must  file  both  copies  of  the  certificate  of  receipt  with  the 
collector  of  internal  revenue  for  the  district  within  30  days  of  date  of  withdrawal, 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  number  of 
statutory  packages,  the  number  of  inner  packairee,  if  any,  and  the  total  quantity 
80  lost,  and  the  amount  rejwrted  lost  or  any  difference  between  the  quantity  with- 
drawn under  permit  and  that  certified  to  by  the  receiving  ofi^cer  will  remain  as 
charged  against  the  transportation  bond,  and  assessment  of  tax  thereon  will  be  made 
a^nst  the  manufacturer  in  the  absence  of  evidence  showing  that  the  goods  not 
covered, by  the  receiving  officer's  certificate  were  actually  destroyed.  (T.  D.  2982: 
Jan.  22, 1920.) 

Collector's  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  product  requisitioned  will  be  credited 
in  the  office  of  the  Commissioner,  to  whom  the  collector  will  forward  the  original 
certificate  of  receipt  immediately  after  it  is  received  by  him.  (T.  D.  2982;  Jan.  22, 
1920.) 

>  Depalrtmental  requisition. 

Whenever  cigarettes  are  purchased  for  use  of  the  United  States  and  it  is  proposed 
to  make  withdrawals,  tax  free,  from  the  place  of  manufacture,  requisition  m  dupli- 
cate on  Form  663,  approved  by  head  of  department  or  head  of  bureau,  or  otner 
organization,  if  independent  of  a  department,  must  be  filed  with  the  Commissicwer 
of  Internal  Revenue;  this  requisition  must  specify  the  total  quantity  of  the  prod- 
uct contracted  for  at  a  price  not  including  the  tax  thereon,  the  name  of  the  manu- 
facturer, his  factory  number,  district  and  State,  the  location  of  the  factory  and  ^e 
institution  and  name  of  the  person  or  officer  to  whom,  and  address  to  which,  ship- 
ment or  delivery  is  to  be  made;  one  copy  of  the  requisition  will  be  forwarded  b^ 
the  Commissioner  to  the  collector  of  internal  revenue  for  the  district  in  which  is 
located  the  factory  designated  to  furnish  the  product.    (T.  D.  2982;  Jan.  22, 1920.) 

BntiieS'in  manufacturer's  records  and  reports. 

Each  withdrawal  of  a  product  from  the  factory  e^all  be  entered  by  the  manufac- 
turer in  bis  revenue*  book  on  the  day  withdrawal  is  made  and  shall  be  included  in 
his  monthly  or  annual  report  under  an  appropriate  heading  and  carried  in  the 
recapitulation  as  a  special  credit.    (T.  D.  2982;  Jan.  22, 1920.) 


-  labeling  or  branding. 


Each  individual  package  of  tobacco  manufactures  shall  be  labeled  or  branded 
"  For  the  use  of  U.  o.  Government,"  together  with  number  of  permit  and  the  date 
thereof,  the  letters  and  figures  of  such  printing  to  be  conspicuous,  in  bold-face  type 
of  not  less  than  one-fourth  of  an  inch  in  height.    (T.  D.  2982;  Jan.  22, 1920.) 

Permit. 

Requisition  and  bond  having  been  filed,  permit  in  duplicate  on  Form  666  for 
each  withdrawal,  for  which  application  is  made  and  approved,  will  be  issued  by 
the  Commissioner  and  forwarded  to  the  collector,  and  the  original  permit  will  be 
delivered  by  the  collector  to  the  manufacturer  to  be  retained  as  authority  for  mak- 
ing the  withdrawal;  no  more  than  the  quantity  named  in  the  permit  ma^  be  with- 
drawn thereunder  and  no  withdrawal  shall  be  made  in  advance  of  the  issue  of  a 
permit;  withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  pernut 
or  el6e  request  should  be  made  for  cancellation  of  such  permit;  all  products  with- 
drawn in  advance  of  iesue  of  permit  will  be  held  subject  to  tax  and  a  manufacturer 
who  violates  the  law  by  wittidrawing  products  on  which  tax  has  not  been  paid, 
without  permit,  will  be  liable  also  to  sUtutory  penalties.    (T.  I>.  2982;  Jan.  22, 1920.) 

CIBCT78E8. 

Admissions. 

Propjrietor,  manager,  or  duly  authorized  officer  of  traveling  or  itinerant  shows, 
exhibitions,  or  amusement  enterprises,  which  have  fixed  or  established,  headquar- 
ters, required  to  register  with  collector  of  district  in  which  headquarters  are  located* 
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AdznisBions— Continued . 

and  required  to  file  at  same  time,  or  as  soon  thereafter  as  possible,  a  schedule  of  the 
itinerary,  and  to  keep  a  daily  record  and  render  monthly  retumfl  to  the  collector  of 
said  district.    (T.  D.  2681;  Mar.  26^  1918.) 

The  term  '  'outdoor  general  amnaement  parks, '  *  as  used  in  section  700  of  the  act  of 
October  3, 1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  consider- 
able variety  of  entertainments,  such  afi  mechanical  shows,  musical  attractions,  rid- 
ing devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  incloeures  or  on  vacant  lots.    (T.  D.  2681;  M&r.  26,  1918.) 

Transportatioxi  chaii^es. 

Where  a  lump-sum  charge  is  made  for  transportation  of  a  circus  train^  which  car- 
ries both  property  and  persons,  the  3  per  cent  tax  applies  to  such  diarge;  if,  however, 
advance  passenger  trans{>ortation  is  included  in  such  lump-sum  cfaazge,  8  per  cent 
tax  applies  to  such  portion  of  charge  as  represents  chaige  for  advance  passenger 
transportation,  and  3  per  cent  tax  applies  to  balance  of  lump-sum  charge.  (T.  D. 
2676;  Mar.  18,  1918.) 

CIVIC  ORQANIZAXIONS. 

Capital  stock  tax. 

Civic  leagues  or  oi^nizations  not  organized  for  profit,  but  operated  exclusively 
for  promotion  of  social  welfare,  are  exempt  from  tax  imposed  by  section  407  of  the  act 
of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  276«,  art.  12;  Aug.  9, 
1918.) 

Ittoome  tax— BxsKnption. 

Civic  leagues  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  character  and  purpose  of  oiganization  and 
showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or 
individual,  and  tnat  such  income  is  used  exclusively  to  promote  purposes  for  which 
organised  as  indicated  in  particular  paragraph  under  wnich  exemption  is  claimed. 
(T.  D.  2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  civic  leagues  is  condi- 
tional ux>on  such  an  organization  filing  affidavit  showing  character  and  purpose  of 
organization,  source  of  income  and  disposition  of  same,  whether  or  not  any  of  its 
income  is  credited  to  surplus  or  inures  to  beaoefit  o£  any  jMivate  stoddiolder  or 
individual,  to  which  affidavit  should  be  attached  copy  of  charter  or  articles  of 
incorporation  and  by-laws;  where  collector  is  in  doubt  as  to  taxable  status  of  or^n- 
ization,  upon  receipt  of  affidavit,  etc.,  he  will  refer  affidavit  and  accompanying 
papers  to  Commissioner  of  Internal  Revenue  for  decision;  if  it  is  held  that  corpo- 
ration itself  is  exempt  from  income  and  excess-profits  taxes  it  is  not,  however, 
exempt  from  the  witliholding  requirements  nor  from  furnishing  inSonnation  io 
accordance  with  provisions  of  act  of  October  3,  1917.    (T.  D.  2693;  Apr.  8, 1918.) 

CliAXMS. 

Abatement  of  taxes— Distilled  spirits. 

Fixing  of  rate  of  tax  on  spirits  lost  in  transit  for  export,  or  by  casualty  in  ware- 
houses, does  not  affect  right  of  distiller  to  obtain,  in  proper  cases,  abatement  of  tax 
under  act  of  December  20,  1879,  or  section  3221,  Revised  Statutes.  (T.  D.  2539; 
Oct.  17, 1917.) 

Provisions  of  T.  D.  2688  do  not  govern  in  case  of  claims  for  abatement  of  taxes  on 
distilled  spirits,  fermented  liquors,  and  wines.    (T.  D.  2926;  Sept.  29, 1919.) 

Duplicate  assessments. 

Collecton  instructed  to  present  once  a  month  blanket  claim  oa  Form  47  for 
abatement  of  taxes  in  cases  ot  duplicate  assesaments,  cases  where  specific  exemption 
has  not  been  taken  on  taxpayer  s  return,  cases  of  excessive  assessmaits  caused  by 
mathematically  erroneous  cuculatioDS  of  tax  by  taxpayer  upon  his  return^  and 
cases  of  50  per  cent  additional  taxes  where  tentative  return  has  been  filed  within 
r^uired  time,  but  where  fact  of  such  filing  has  been  overlooked  in  collector's 
office,  and  the  additional  tax  made;  schedule  accompanying  form;  claim  to  be 
forwarded  so  as  to  be  received  in  Commissioner's  office  by  5th  of  each  month;  sepa- 
rate claims  required  to  be  presentod  where  amounts  abatable  h»ve  been  assessed 
upon  lists  of  the  different  classes.    (T.  D.  2698;  Apr.  16, 1918.) 
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Abatement  of  taxes — Continued. 
Excise  taxes. 


Penalties  of  5  per  cent  erroneously  awcosed  undw  RevwrHe  Aci  of  1917  on  sales 
taxes  in  cases  wlwce  ievmal  d/emautA  in  wdtixig  on  Form  l-)7  was  not  made  en  tax- 
payer should  be  refunded  on  Form  751  if  collected,  or  abated  on  blanket  Farm  47 
if  not  collected;,  all  claims  on.  tbese  Igons- must  be  submitted  by  collector  in  tripli- 
cate^ and  not^ktion  sbewing  reason  for  abatement  (1)  oppoeifte  esCcb  taxpayer's  name 
on  sucb  claiina^  or  (2)  at  bead  of  eacb  group  o£  nanaes  to  vbicb  same  reason  applies. 
(T.  D.  3016;  May  Z,  1320.) 

Statomeat  o<  dseaesol  dtama  for  abatoaent  of  aaks  taxes  or  peni^Ities  which  may 
be  mads  by  coHectoiaoB  Fona  7&1  or  blanket  Foebs  47  wbeee  cbdm  has  not  been 
filed  hjr  indmidiial  taxpayecs;  thes»  dadma  mrsst  be  subastted  by  tha  GsllsGtor 
in  tripncato,  and  notation  showing  reason  for  abatement  made  opposite  eadi  tax- 
payers aame  oa  sadkdaims  or  at  haad  of  eaeb  group  od  aamea  to  which  the  same 
reason  appfiea;  chima  fior  abatement  o£  sake  taxes  or  penalties  otbsr  than  those 
qpedfiea  nerein  must  be<  made  by  individual  taxpayei  ea  Fona  46  or  Fosm  47, 
respectively,  except  in  specific  instances  where  the  oulectox  may  be  given  author- 
ity by  the  department  to  use  Form  751  or  blanket  Form  47.  (T.  D.  2991;  Mar.  13, 
1920.) 


—  Xocome  taxaa— BaaEooMoiaa  or  itta^al 

Claims  for  abatement  of  taxes  or  penalties  erroneously  or  illegally  assessed  or 
wftdch  are  abatable  mder  remedial  acts,  etc.,  nHist  be  made  offtt  npen  F<«m  47, 
and  rnst  foe  susCaiaed  bjr  specified  aflMsrvits;  objections  to  daiBis  snotiKf  be  care- 
Miy  staDed  by  coDecter  in  certificate  to  be  atlaHied  te  and  amde  part  of  flaim; 
daua  should  be  farther  suppested  by  oertiiKate  ol  coilectst  riwwriag' specified  data, 
ooIleetQi  being:  careful  ta  set  out  IttllamomvtasNSied;  atencaseiseDaqitoDmedin 
wkkh  ■wnsniMiit  is  imratneed,  saDSimt  paad  as  tax  shoiabi  be  cneditod  t»  list,  and 
aoMOBty  ii  aay,,  Mmataisig  aatstaading,  sfaoiild  be  daJasfesd  for  abatoawrnt  oa  Form 
47,  if  tesma  ol  on^ronase  so  reaviiv;  dsasn  on  said  Food,  47  te  abalcsMBnt  of 
enrasa  fias  ssscfwratrnt  mada  m  eolMctoPs  cffiee,  wbidi  erBors  are  nol  ciaTiectei  by 
IUhot  Fesm  488^  should  be  executed  by  coUsctor^  but  brieied  in  name  of  tzopayer. 
(T.  D.  iS&Or,  arts.  256y  259.) 

When  €hma»fm  abaleiaeat  ef  taxee  are  allowed  ia  office  of  Coaimisuoner,  sched- 
ule Form  7220  for  abatement  is  drawn  for  aggregate  of  so  much  as  is  abated  upon 
each  daioDft  aasaadi  ia  acbedule  sod  sdiedula  m  seat  diroctiy  to  collector  to  whom 
taaeaaia^dbvged,  amd  isbisanthority  for  takingciadatOD  Form  SIB  and  hiscpiarterly 
aocaaair  Fens  7f ,.  lor  taxes  abated;  b»  esedit  for  abatemeBt  rtiaU  be  taken  except 
won  sekediila  Fens  7220  fnoa  GoBBiadasioiier  el  iatenal  Revenuje;  ovdess  for 
abatement  are  aent  to  aadiSor  foe  TieaB«r3F  Department.    (T.  D.  26M;  art.  2&e.) 

Filmg  ol  chion  for  aiwteiasnt  oi  tax  alk^ied  to  banps  been.  cnoBeauriy  assessed 
does  net  necessanly  operate  as  svs^umai^  of  coliectisit  oi  tax  or  make  itasy  less 
the  dstjr  ef  the  coUector  to  exercise  dne  diMgeaoe  to  preveat  cottactiaa  of  tax 
being  jeopardized;  he  should,  if  necessary,  cottsct  tax  smd  leanre  taxpayer  to  his 
reaaedy  by  daisa  ea  Form  46.    <T.  D.  2680;  ait  261.) 

Whsie  daim  te  abatsmcmt  on  Form  47  is  filed  witbids  10  dam  after  deaiaDd  for 
paymeat  ol  tax  or  penalty  and  aeceptod  by  coUddoitr  amcrunt  ol  5  per  cent  penalty 
■■»|if^i>  by  asctiaa  3184,.  Revised  Statutes^  oa  tax  claiaMd,  will  wait  oo  d^termina- 
tioB  of  cbBBi;  upon  receipt  o£  notice  o£  redadina  of  daim,  coUector  should  inune- 
diately  notify  pasty  assessed  and  deaauid  paymant  of  tax^  and  if  tax  is  not  then 
paid  within  VX  days  after  maiiing  notice,  5  per  cent  penality  accirues.  c»  amonnt  not 
allowed;  where  ^itire  amount  of  assessment  ia  not  demanded  in  clflim  and  balance 
of  tax  isaot  paid  witbia  reqiiired  10  days,  the  5  per  cent  penalty  accrues  on  balance 
not  claimyed;  interest  at  1  per  cent  per  month,  imposed  by  said  section  31S4,  con- 
tiaute  tomn^  and  shoold  be  collected  with  tax  at  time  of  payment  for  full  number 
of  cul^n^Mx  months  which  intervene  between  date  o£  expiration  of  first  10  days* 
notice  aiul  date  d  pavment  of  tax,  notwithstanding  la£t  that  claim  for  abatement 
has  been  filed.    (T.  ti.  2690;  arts.  262,  26a.) 

UBaoQeetitile  taxaa. 

Under  section  32I8>  Ro vised  Statutes,  collectors  shq  entitled  to  credit  for  tax 
anessed  a^inst  parties  who  may  have  absconded  or  become  insolvent  prior  to  day 
wben  tax  ought  to  have  been  collected,  provided  due  diligence  was  used  by  the 
collector,  but,  as  obligation  to  pay  stiTI  remsdns  upon  the  parties  assessed,  colter  tors 
re^piired  to  keep  record  (No.  23)  of  all  taxes  thus  credited  and  of  person  from  whom 
they  are  due,  and  to  enforce  payment  whenever  it  is  in  their  power  so  to  do;  ii  tax 
rq^ortcd  as  UBConectible  on  account  of  iiisoh'cncy  or  absconding  of  parl^'  is  paid 
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after  credit  has  been  given  for  it,  it  should  be  returned  upon  Form  58.     (T.  D.  2690; 
arta.  247,  248.) 

Collector  or  deputy  who  made  demand  ior  payment  required  to  prepare  claim 
for  taxes  and  assessed  penalties  alleged  to  be  uncollectible  on  Form  53,  sbowine 
certain  specified  facts;  collector  must  show  that  tax  could  not  have  been  collected 
at  time  tney  first  became  due  and  payable  nor  at  any  time  since;  in  case  of  payment 
of  tax  for  which  claim  is  pending,  collector  should  notify  department  at  once; 
claim  should  be  mailed  to  Commissioner  of  Internal  Revenue,  but  letter  of  transmit- 
tal should  not  be  sent  with  claim  unless  they  contain  necessary  explanations.  '  (T. 
D.  2690;  art.  249.) 

No  suit  will  be  brought  to  recover  unpaid  taxes  until  collector  of  district  shall 
have  submitted  to  Commissioner  full  report  of  all  material  facts  and  circumstances 
of  the  case,  and  shall  have  received  express  authority  to  report  case  to  United 
States  attorney  for  suit.    (T.  D.  2690;  art.  250.) 

Amounts  collected  by  distraint  or  otherwise  subsequent  to  institution  of  suit  for 
roHection  by  United  States  attorney  should  be  at  once  reported  to  United  States 
attorney  for  his  guidance  in  his  furmer  prosecution  of  case  in  court:  (T.  D.  2690; 
art.  251.) 

Credit  given  collector  for  taxes  abated  as  uncollectible  will  not  affect  suit  pending 
for  their  recovery,  nor  will  it  relieve  collector  from  duty  of  distraining  any  property 
of  taxpayer  that  may  be  found  at  any  time  before  judgment.    (T.  D.  2690 ;  art.  252. ) 

When  suit  to  recover  tax  is  decided  in  favor  of  United  States,  and  execution 
issued  and  returned  nulla  bona  as  respects  whole  or  part  of  judgment,  coUector 
should  satisfy  himself  whether  or  not  any  personal  property  can  be  found  to  satisfy 
such  judgment,  and  whether  there  is  an^r  real  property  which  can  be  subjected,  by 
distraint  or  by  suit  in  equity,  under  section  3207,  Ke vised  Statutes,  to  safe  in  aatis- 
faction  of  iudgment;  where  satisfied  that  there  is  no  such  real  or  persoiial  property 
collector  snould  present  to  Commissioner  a  claim  on  Form  53  for  abatement  of 
amount  not  collected  if  it  has  not  already  been  abated,  making  statement  thereon 
of  his  action,  accompanied  by  certificate  of  clerk  of  court  as  to  facts  in  case.  (T.  D. 
2690;  art.  253.) 

Where  suit  for  taxes  not  abated  as  uncollectible  is  dismissed  upon  technical 
defect  in  pioceedings,  or  when  adverse  verdict  is  rendered  on  some  te<mnical  ground 
not  reaching  merits  of  case,  and  right  to  new  trial  or  to  appeal  has  elapsed  and  tax 
can  not  be  collected  by  distraint  or  by  suit  in  equity  to  subject  real  estate  to  sale, 
claim  for  abatement  should  be  made  on  Form  53.    (T.  D.  2690;  art.  254.) 

Collectors  are  authorized  to  pay  clerk  of  court  his  legal  fees  for  certificates  fur- 
nished by  him  relative  to  litigated  taxes,  and  will  be  credited  in  their  expense 
accounts  for  amounts  so  paid  on  filing  therewith  vouchers  covering  expenses  thus 
incurred.    (T.  D.  2690;  art.  255.) 

Where  land  is  sold  to  satisfy  assessments,  amount  realized  after  deducting  ex- 
penses of  sale,  should  be  credited  to  the  lists,  and  the  remainder,  if  uncoUectible, 
claimed  on  Form  53;  if  land  is  bought  in  by  collector  for  United  States,  amount 
for  which  same  is  purchased,  after  deducting  expenses  of  sale,  should  be  credited  to 
assessments  under  limitations  prescribed  in  Regulations  No.  2,  revised,  and  re- 
mainder, if  uncollectible,  claimed  on  Form  53.    (T.  D.  2690;  art.  256.) 

When  claims  for  abatement  of  taxes  are  allowed  in  ofi&ce  of  Commissioner,  sched- 
ule Form  12%  for  abatement  is  drawn  for  aggregate  of  so  much  as  is  abated  upon 
each  claim  named  in  schedule,  and  schedule  is  sent  directlv  to  collector  to  whom 
taxes  are  charged,  and  is  his  authority  for  taking  credit  on  Form  51 B  and  his  quar- 
terly account,  Form  79,  for  taxes  abated;  no  credit  for  abatement  shall  b^  taken 
except  upon  schedule  Form  7220  from  Commissioner  of  Internal  Revenue;  orders 
for  abatement  are  sent  to  auditor  for  Treasury  Department.    (T.  D.  2690;  art.  259.) 

Where  collector  discovers  from  schedule  of  abated  taxes  that  mistake  has  occurred 
either  in  having  abated  a  larger  amount  than  that  claimed  or  in  abating  a  tax  pre- 
viously abated,  he  should  immediately  notify  Commissioner  of  such  fact,  so  that 
order  may  be  recalled,  and  error  be  corrected  Dv  issuing  of  new  one  in  its  place;  in 
such  case  no  credit  for  any  amount  whatever  should  be  taken  upon  Form  51B,'or 
upon  quarterly  account,  until  order  of  abatement  and  schedule  have  been  cor- 
rected.   (T.  D.  2690;  art  260.) 

Taxes  erroneously  or  illegally  assessed  are  by  the  Commissioner  of  Internal  Reve- 
nue abated  to  the  taxpayer,  while  taxes  uncollectible  are  simply  abated  by  the 
Commissioner  to  die  collector  against  whom  they  are  charged;  but  amounts  whidi 
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by  error  or  otherwise  have  been  twice  charged  to  a  collector  are  held  to  be  ma|,ter8 
of  account  and  not  subjects  for  abatement;  collectors  should  use  Form  488  to  adjust 
errors  in  income-tax.  matters  held  to  be  matters  of  account,  and  not  subject  for 
abatement,  and  forward  completed  form  to  Commissioner  of  Internal  Revenue, 
marked  ** Income  Tax  Division."    (T.  D.  2690;  art.  264.) 

Procedure. 

InstructicAs  to  collectors  modifying  Regulations  Noe.  2, 14,  and  33  (arts.  247-273J, 
prescribing  procedure  with  regard  to  claims  on  Forms  46,  47,  53,  and  488.  (T.  D. 
2654;  Feb.  19, 1918.) 

Claims  for.  abatement  of  sales  taxes  or  penalties  »nd  interest  other  than  those 
8i>eciiied.in  this  Treasury  Decision  naust  be  made  by  individual  taxpayer  on  Form 
46  or  47,  respectively,  except  in  specific  instances  where  collector  may  be  given 
authority  by  the  Bureau  to  use  Form  751  or  blanket  Form  47.  (T.  D.  3016;  May  3, 
1920.) 

Duplicate  assessments  should  be  abated  on  blanket  Form  47;  claims  must  be 
submitted  by  collector  in  triplicate,  and  notation  showing  reason  for  abatement 
(1)  opposite  each  taxpayer's  name  on  such  claims,  or  (2)  at  head  of  each  group  of 
names  to  which  same  reason  applies.    (T.  D.  3016;  May  3,  1920.)  ~ 

Penalties  of  200  per  cent  erroneously  assessed  imder  Revenue  Act  of  1917  should 
be  abated  on  blanket  Form  47;  claims  on  such  form  must  be  submitted  by  collector 
in  triphcate,  and  notation  showing  reason  for  abatement  (1)  opposite  each  tax- 
payers name  on  such  claims,  or  (2)  at  head  of  each  group  of  names  to  which  same 
reason  applies.    (T.  D.  3016;  May  3, 1920.) 

- — Wines. 

Wines  in  transit  September  8,  1916,  should  be  so  inventoried  by  both  shipper 
and  receiver,  tax  in  such  cases  to  be  assessed  against  shipper,  but  abated  if  paid 
by  receiver,    (T.  D.  2387;  Oct.  30, 1916.) 

The  abatement  provision  of  section  402  of  the  act  of  September  8,  1916,  applies 
not  to  the  tax  collectible  on  the  finished  wines,  but  to  the  tax  assessed  on  the  brandy 
used  in  Ibe  fortification  of  such  wines;  proof  as  to  the  use  of  the  brand v  and  actuiu 
possession  of  -wines  bv  producer  at  time  such  act  went  into  e£fect  must  be  furnished 
with  each  claim  filed;  part  of  paragraph  23  of  Regulations  No.  28,  supplement. Ko. 
2,  revoked.    (T.  D.  2440;  Feb.  5,  1917.) 

Befund  of  taxes— Admissioiis. 

Where  a  ticket  is  redeemed  before  a  performance,  the  tax  imposed  bv  section  700 
of  the  act  of  October  3,  1917,  as  well  as  the  price  6i  the  ticket, -should  be  refunded; 
.where  a  pass  is  '.^tax  paid,' '  no  refund  of  tax  will  be  allowed  on  account  of  failure 
to  use  any  or  all  of  admissions  covered  by  it.    (T.  D.  2681;  Mar.  26,  1918.) 

Capital  stock  tax. 

CommiflBioner  of  Internal  Revenue  will  estimate  fair  value  of  capital  stock  in 
cases  regarded  as  involving  any  understatement  or  undervaluation  when  second 
ssseesment  is  made  in  case  of  any  return  which  in  opinion  of  collector  was  false  or 
fraudulent  or  contained  any  unaerstatement  ot  undervaluation;  no  tax  collected 
under  such  assessment  shall  be  recovered  by  any  suit  unless  it  is  proved  that  return 
was  not  false  or  fraudulent  and  did  not  contain  any  understatement  or  undervalua- 
tion.   (T.  D.  2750,  art.  19;  Aug.  9, 1918.) 

'  No  tax  is  refundable  if  corporation  ceases  to  do  business  during  the  year.  (T.  D. 
2750,  art.  1;  Aug.  9,  1918.) 

The  amount,  if  any,  of  the  munition  manufacturer's  tax  imposed  by  Title  JIT 
of  the  act  of  September  8,  1916,  actually  paid  by  Uie  corporation  since  making  its 
last  previous  return  is  deductible  from  capital  stock  tax;  if  munition  manufacturer's 
tax  IS  due  and  payable  but  has  not  been  paid  at  time  capital  stock  tax  becomes 
due  and.payable,  no  credit  of  the  munition  manufacturer's  tax  is  permissible  until 
after  such  latter. tax  has  been  paid;  after  its  payment  the  credit  may  be  avtdled  of 
by  a  claim  for  refund  of  so  mucn  of  capital  stock  tax  actually  paid  as  is  not  in  excess 
of  the  munition  manufacturer's  tax  which  became  due  and  payable  within  the 
same  calendar  year.    (T.  D.  3009;  Apr.  22, 1920.) 

Distilled  spirits. 

-  .Claims  for  remission  of  tax  on  spirits  lost  in  transit  for  export  not  reauired  where 
spirits  are  shipped  in-  seided  cars  and  the  seals,  on  arrival  of  cars,  are  found  intact, 
imd  where  loss  reported  does  not  exceed  4  wine  gallons  as  to  any  one  padcage,  pror» 
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vided  average  loss  does  not  exceed  2  wine  gaUons  pec  paeloge  as  ta  all  packages 
gauged;  requifiites  of  application  for  relief  where  loss  reported  exceeds  amount 
sta^';  certificate  setting  fortii  whether  spirits  were  insured  in  excess  of  market 
vidue  thereof,  exchisive  of  tax;  regtdations  applicable  to  spirits  lost  when  sfaic 


iiV  unseal^Bd  cats;  excex*^  that  loas  in  excess  of  I  proof  gallon  per  pSK^age  wiU  be 
regarded  in  sach  cases  as  excessive.    (T.  D.  2401;  Mar.  16, 1917.) 

Fixing  of  rate  of  tax  on  spirits  lost  in  transit  for  export,  or  by  casualty  in  ware- 
houses, does  not  affect  right  of  distiller  to  obtain,  in  proper  cases,  ntiiEad  of  tax 
under  act  of  December  20,  1S79,  or  section  3821,  Revised  84at«LttBw  (T.  Dw  2539; 
Oct.  17, 1917.) 

—  Estate  tax. 

Under  secdon  207,  act  Sex)tember  3, 1916,  if  amount  of  tax  as  finally  determined 
is  less  than  amount  paid  upon  basis  of  tentative  return,  Commissioner  will,  upon 
filing  chtira  on  Form  46,  make  refund  of  excess  ^yment;  if  amount  of  tax  as  finallv 
determined  exceeds  amiount  so  paid,  Commissioner  will  notify  executor  of  such 
excess;  from  time  of  such  notification  to  time  of  final  payment  of  such  exeesB  part 
ai  the  Ux  ibtessst  wiil  be  added  a^  eate  of  16^  per  cent  per  aauom.  (T.  D.  275G; 
Sept.  &,  191B.) 

—  Excessive  payments. 

Advancements  will  be  made  te  each  collector  of  internal  EeveBue^  at  the  bc^n- 
ning  of  each  quarter  of  fiscal  year,  out  of  appropriation  for  refundment  of  internal- 
revenue  taxes,  sum  estimated  to  be  sufficient  for  repayment  of  excessive  coUections, 
as  follows:  (1)  Collections  exceeding  tax  shown  by  return  of  taxjpayer  to  be  due: 
^2)  collections  exceeding  amount  of  tax  shown  by  assessment  list  to  be  due;  (3) 
duplicate  payments  where  (a)  both  are  made  in  advance  of  assessment..  (6)  both 
are  made  after  assessment,  (c)  one  is  made  before  and  ono  after  assesment.  Pro- 
cedure governing  refund,  stated.    (T.  D^.  2689;  Apr.  1,  1918.) 

—  Exeise  ta9De& 

Evidence  sustaining  allegations  of  incorrectness  in  returns  by  coipoiations  sub- 
ject to  tax  imposed  by  act  oi  Augnst  5, 1909,  need  not  be  set  out  in  the  dedaration 
in  suit  to  recover  such  tax.    (T:  D.  2897:  Apr;  16, 1918.    Ct.  Dec.) 

According  to  decision  in  case  of  Chicago  &  Alton  Bailroad  Co.  v.  United  States, 
decided  by  Court  of  Claims,  December  3, 1917,  where  railroad  compiany  sold  bonds 
and  equipment  notes  at  discount  in  1906  and  books  showed  that  loss  was  entiiely 
charged  off  under  profit  and  loss  account  for  that  year,  and  company  in  making 
returns  under  act  of  August  5, 1909,  for  purpose  ofaouBHwnent^  exeiM  tax  for  yean 
19lL1  and  1912,  failed  to  deduct  proportionate  asautuoAot  discount  sustained,,  it  has 
no  ri^t  to  refund  of  such  amount.    (T.  D.  2631;  Jan.  W,  I^IS,    Ot.  Dec.) 

Accofdingto  tbe  decision  in  the  case  of  Camp  Bird  (Ltd.)  v.  Howbeit,  decided 
by  circuili court  of  appeals,  at  the  Deeomber  teim,  1917,  a^coiporatiaii  which  under- 
stated in  its  original  return  the  amount  for  which  it  was  subject  to  tax  may  not 
recover  any  part  of  a  second  assessment  paid,  although  original  return  was  made  in 
good  faith  and  without  any  intention  to  escape  lawful  tax.  (T.  D.  2661;  Mar.  5, 
1918.    Ct.  Dec.) 

Tax  imposed  by  act  of  October  3, 1917,  is  payable  in  respect  of  sfde  made  whether 
or  not  purchase  price  is  actually  collected,  but  if  articles  sold  are  returned  and  sale 
entirely  rescinded  no  tax  is  payable,  and  if  paid  it  is  refundiablc.  (T.  D.  2719; 
Art.  VI.) 

Affidavit  containinj^  itemized  list  of  articles  sold  in  foreign  commerce  upon  which 
tax  has  been  paid,  giving  names  of  consignees,  destination,  amount  of  tax,  meath 
in  which  paid  and  statement  that  goods  were  actually  delivered  to  consignee 
named  in  »  foreign  country  or  the  Philippine  Islands  or  Porto  Rico,  pursuant  to 
sale  by  claimant  by  one  of  the  mediods  recognized  in  T.  D.  2781,  and  that  affiant 
has  received  advice  to  this  effect,  maybe  accepted  as  satrsfactory  evidence  in  sup- 
port of  claim  for  recovery  back  of  excise  taxes  paid  under  Title  VI  of  the  act  of 
October  3,  1917,  in  cases  where  because  oi  number  of  ahipmente  and  smaH  amount 
of  tax  involved  in  each  it  is  impracticable  to  ftcrnish  copies  of  invoices  covering 
goods  sold,  ship«'  recCTpts,  or  copies  of  through  bills  of  lading:  (T.  D.  2785;  Jan. 
23, 1W9.) 

Since  Revised  Statutes,  section  3464,  only  extends  the  exemption  to  cases  cov- 
ered by  the  regulations,  if  such  r^ulations  are  not  compliied  with  and  gMde  for 
Government  use  are  delivered  without  regard  thereto,  tne  tax  must  be  paid,  and 
having  boon  paid,  can  not  be  rcfuaded.    (T«  D.  23S$;  Jan.  23^  IdlB.) 
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Statement  o!  classes  of  claims  for  refund  of  sales  taxes  or  penalties  wbich  may  be 
made  hj  esikKtoiH  on  Font  751  or  blanket  Form  47  wbere  ckdm  h»  not  been 
tiled  hy  la^Kvidaal  taypaytw,  tliese  cftums  nrast  be  submitted  by  the  collector 
in  triplicate,  and  notation  showing  reasiA  for  r^und  made  opposite  each  taxpayer's 
mine  ea  sttch  claioiB  or  at  head  of  escii  gnyap«<  imsici  to  "AiA  tke  sano  reason 
applies;  claims  for  refund  of  sales  taxes  or  penalties  other  than  tikoae  specified 
herein  must  be  made  by  individual  taxpayer  oa  Form  46  or  Form  47,  r6fl|>ectively, 
exc^t  in  specific  instances  where  the  cdllector  may  be  given  authority  by  the 
department  to  use  Form  751  or  blanket  Form  47.    (T..  I).  2901;  Mar.  13,  1920.) 

Claims  let  rsf and  •£  sales  taxes  or  penalties  and  interest  other  than  those  speciiied 
in  this  Tressury  Deeisien  ttust  be  asda  by  individssd  toxpsifer  on  Form  46  or  47, 
respectiYsly,  eoEcept  in  specific  iastances  where  collectsr  may  be  giv<^  authotity 
by  the  Bursam  to  use  Fona  751  or  blanks  Form  47,    (T.  D.  9916;  May  3,  1930.) 

Penalties  of  5  per  cent  erroneously  assessed  under  Re\'eflTie  Act  of  1917  on  sales 
taxes  la  eases  wnere  foiaud  demand  in  writing  on  Form  1-17  was  not  made  on 
taxpayer  should  be  refunded  on  Fonn  7di  if  collected,  or  abated  on  blanket  Form 
47  if  not  osUected;  all  clsinis  on  then  forms  must  be  s(d>msttod  by  collector  in 
tripUcsfta,  and  notatien  ahowiBg  raason  lor  abatement  (1)  opposite  each  taxpayier's 
name  on  mich  ckimsy  or  (2)  at  nsad  of  each  groap  el  names  to  whach  ssme  reason 
ai^plks.    <T.  B.  ^16;  May  3, 1920-.) 

Zneome  taxes. 

Where  corporation  discovera  expenses  or  liabilities  which  were  due  and  payable 
during  preceding  year,  it  ma^  make  amended  return  for  year  to  which  such  expense 
or  liabilitv  apphes,  include  such  expense  in  deductions  of  that  year,  and  file  claim 
for  refund  for  any  taxes  overpaid  by  reason  of  failure  to  deduct  such  expense  or 
liability  is  ordinal  return  of  that  y«ar.    <T.  I>.  268^,  art.  12B.) 

Waen  no  deprscutioii  has  been  charge  off  and  deducted  from  gross  income  of 
prior  yesm,  ammittt  allowable  as  deduction  for  year  in  which  property  becomes 
obsolete  ^badl  be  ascertained  by  deducting  from  prop^rtr  its  residual  Talue  plus 
aaovmt  e^al  to  depreciation  actmdly  sustained  durmg  the  prior  period  and  which 
might  have  been  deducted  when  oxnputed  at  rate  applicable  to  same  or  similar 
pv^»^ty;  aoMNtnt  of  such  deneeiation  mm  applicabto  to  fenner  y«sn  may  lis  made 
MsiB  ol  amended  rstaras  and  clain  for  lelond  of  taxes  ovcipaid  by  lenosi  of  fsct 
that  ao  depredation  deduction  was  daimed  in  those  years.    (T.  D.  2689;  art.  179.) 

CliBuns  Jbr  refund  el  assessed  tax  and  penalties  most  be  made  out  upon  Form  46, 
and  all  facts  rdied  upon  in  wipport  of  claim  should  be  €*early  set  foftn  under  oath, 
daim  to  be  supported  by  affidavit  of  dspntv  ooUector  si  i»ioper  drrisisn  and  by 
oertificato  ef  ediector  showing  certain,  specined  matteis;  dean  shoold  be  made  in 
naae  el  puty  Mosased,  if  liviag^  bat  if  dead,  cUam  shoidd  foe  made  in  name  of 
executor  or  admiaasirator  and  certified  copies  ol  isttsrs  of  administjvtion  or  letters 
testamentary  or  other  similar  evidence  should  be  affixed  to  claim  to  show  that 
daisuuU  is  administrator^  etc.;  affidavit  aiay  bo  made  by  agent  of  party  assessed, 
but  in  such  case,  power  of  attorney  must  accompany  daim,  (T.  D.  2690;  arts. 
265, 2«6.) 

Waaantsin  povmcntof  claims  attswed  will  be  drawn  in  names  of  parties  entitled 
to  iMney  and  shall^  uniess  otherwise  directed,  be  sent  by  Treasiirsr  of  United 
States  directly  to  proper  parties  or  their  duly  authorized  attorney's  or  agcaito;  wfa«re 
claimants  axe  indebted  to  United  States  for  taxes,  they  must  be  paid  beioro  war- 
rants are  delivered,     (T.  D.  2690;  arts.  267,  26a>) 

Under  section  14  (e)  of  the  act  of  September  8,  1916,  upon  examuMtftinn  of  any 
letum  of  ineome  made  pursuant  to  act  of  AonuM^  5,  1909,  larvyiag  exam  tax,  and 
acte  of  October  3, 1913,  September  8,  1916,  and  October  3,  1917,  levjring  income  tax 
"and  for  other  purposes,  ^'  if  it  shall  appear  that  amounts  of  tax  have  been  f|aid 
in  excess  of  those  properly  duo,  taxpayer  may  piesent  claim  for  refund  notwith- 
standing provisions  of  section  3228,  Kevised  Statutes.    (T.  D.  2G90;  art.  269.) 

Lodg^ni  ol  an  appeal  (<jaim  lor  vefunri)  made  out  in  dae  form  with  pnmer  col- 
.  lector  el  internal  revenue  for  purpose  oi  transmiBaMn  to  Coranussioner  ol  Interaal 
Revenue,  in  usual  course  of  business,  under  requirements  of  Regulations  of  Secre- 
tary of  the  Treasury  is  in  legal  effect  a  presentation  of  the  appeal  to  the  Commissioner. 
(T.  D.  2690;  art.  270.) 

All  dairns  for  refund  of  taxes  Bhould  be  received  by  collector  and  forwarded  to 
Comniisjioner  of  Internal  Revenue;  in  no  case  should  collector  refuse  to  forward 
claim  for  rsasm  that  it  was  not  presented  to  him  within  two  years  after  payment  of 
tax.    (T.  1>.  ^mO;  art.  271.^ 
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Bef und  of  taxes— Conti  nued . 
Inoome  tazes — Continued. 

Collector  should  keep  perfect  recprd  in  book  furniahed  for  purpose  of  all  daims 
presented  to  commiflsioner  and  must  certify  as  to  each  claim  wlieUiei<  it  has  beat 
before  presented  or  not.    (T.  D.  2690;  art.  272.) 

Rules  for  preparatisn  and  verification  of  claims  m  Forms  46  or  47  stated.  (T.  D. 
269(^;  art.  273:)  >  ■ 

Claims' for  sums  of  monejr  recovered  by  suit  for  any  of  the  causes  and  against  any 
of  the  officers  enumerated  m  section  3220,  Revised  Statutes,  should  bemade  upon 
Form  46,  and  claimant  should  state  grounds  of  claim  under  oath,  giving  names  of 
parties  to  suit,  cause  of  action,  dates  of  commencement  and  of  judgment,  court  in 
which  judgment  wa»recovered  and  itsamount;  to  affidavit  there  should  be  annexed  a 
duly  certified  copy  of  record  of  court,  copy  of  final  judgment,  certificate  of  prol)able 
cause,  and  itemized  bill  of  costs  paid  receipted  by  clerk  or  other  officer  of  coiirt. 
(T.  D.  2690;  art.  274.) 

In  view  of  pro  visions  of  section  989,  Revised  Statutes,  protecting  collect(»r  from 
personal  liability  in  case  court  certifies  that  there  was  probable  cause  for  act  done 
by  him,  it  is  for  interest  of  collector  to  see  that  in  all  cases  wherein  judgment  is 
rendered  against  him,  court  shall  be  asked  to  give  certificate  of  probable  cause; 
if  judgment  debtor  shall  have  already  paid  amount  recovered  against  him,  claim 
should  be  made  in  his  name  and  affidavit  should  state  exact  amount  paid  by  him; 
there  should  also  be  certificate  of  clerk  of  court  in  which  judgment  was  recovered 
(or  other  satisfactory  evidence)  showing  that  judgment  has  been  satisfied  and 
specif)ring  exact  sum  paid  in  as  satisfaction,  with  detail  of  all  items  of  cost  paid  or 
for  which  judgment  debtor  is  liable.    (T.  D.  2690;  art.  275.) 

Inheritance  taxes. 

Judgment  in  suit  against  collector  to  recover  succession  tax  collected  under  act 
of  June  13, 1898,  for  part  of  claim  only,  certain  interests  involved  being  erroneously 
held  to  be  taxable  as  being  vested  in  possession  or  enjoyment  before  July  1,  !UK)2, 
which  iudgment  vnas  satisfied  by  the  United  States,  is  no  bar  to  unit  against  XJnited 
States  in  Court  of.  Claims  to  recover  unpaid  residue.  (T.  D,  2885;  July  10,  1919. 
Ct.  Dec.) 

Claim  for  refund  filed  in  August,  1903,  with  Commissioner  of  Internal  Revenue 
as  prerequisite  to  suit  against  collector  to  recover  succession  tax  collected  under 
act  of  June  13, 1898,  is  sufficient  to  meet  requirements  of  act  of  July  27, 1912;  effect 
of  claim  was  not  extinguished  by  judement  in  suit  and  it  is  not  necessary  that  claim 
be  filed  under  the  1912  act.    (f .  D.  2885;  July  10,  1919.    Ct,  Dec.) 

Where  application  was  made  on  September  7, 1916,  to  the  Secretary  of  the  Treasury 
for  repayment  of  tax  collected  under  act  of  June  13, 1898,  and  claim  was  rejected  on 
October  30,  1916,  suit  brought  in  Court  of  Claims  on  January  '^  1917,  under  the 
act  of  July  27, 1912,  was  within  the  six-year  period  allowed  by  section  1069,  Revised 
Statutes.    (T.  D.  2885;  July  10,  1919.    Ct.  Dec.) 

Claim  for  refund  filed  by  the  attorney  for  trust  company,  tnistee  under  will,  aiid 
claim  filed  for  and  in  behalf  of  administrator  de  bonis  non  ot  decedent,  can  not 
be  ascribed  to  cestui  que  trust  on  whoso  behalf  the  original  executrix  paid  the  tax 
without  protest,  and  hence  did  not  satisfy  provision  of  act  of  July  27,  1912,  that 
repayment  shall  be  made  to  ''such  claimants  as  have  presented  or  shall  hereafter 
so  present  their  claims."    (T.  D.  2886;  July  10,  1919.    Ct.  Dec.) 

Inutility  of  filing  claim  by  the  cestui  que  trust,  ba«?d  on  fact  that  she  knew  precise 
facts  of  demands  that  had  been  made,  and  that  she  knew  also  that  clafms  of  the  class 
to  which  hers  belonged  had  been  tiniformlv  rejected,  can  not  be  urged  as  an  excuse  for 
failure  to  file  another  claim  in  her  own  name.    (T.  D.  2886;  July  10, 1919.    Ct.  Dec.) 

A  tax  demanded  and  paid  under  section  29  of  the  war-revenue  act  of  June  13, 
1898,  on  a  contingent  beneficial  interest  n(»t  vested  prior  to  July  1,  1902,  contrary 
to  the  refunding  act  of  June  27, 1902,  is  a  tax  "erroneously  collected"  within  mean- 
ing of  the  act  of  July  27,  1912,  altho\igh  payment  was  without  protest  or  reservation, 
and  under  that  act  right  to  refund  is  barred  if  claim  was  not  presented  to  the  Com- 
missioner of  Internal  Revenue  on  or  before  January  1,  1914.  (T.  D.  3007;  Apr. 
22, 1920.    Ct.  Dec.) 

^—  Occupational  tax. 

Where,  after  payment  of  special  tax,  seating  capacity  of  theater  is  increased 
beyond  that  which  tax  previously  paid  is  sufficient  to  cover,  tax  at  higher  rate  must 
be  paid  covering  perioa  beginning  with  first  day  of  month  in  which  seating  capacity 
is  increased  and  ending  June  30  following;  if  return  dieclctdng  new  liability  is  not 
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Befimd  of  t«z«»— Continued. 

Occapational  tax — Continued. 

made  durinjg  month  in  which  change  takes  place,  liability  to  penalty  of  50  per  cent 
of  new  tax  is  incurn^d :  payment  oftax  at  higher  rate  does  not  entitle  taxpayer  to 
refund  of  any  pari  of  amount  first  paid.    (T.  D.  2775;  Nov.  29,  1918.) 

Procedure. 

Instructions  to  collectors  modifying  Rc^ilations  Nos.  2,  14,  and  33  (art.  247-273), 
prescribing  procedure  wkh  regard  to  claims  on  Forms  46,  47,  53,  and  488.  (T.  D. 
2654;  Feb.  19, 1918.) 

Procedure  to  be  observed  in  filing  claims  for  refund  of  transportation  tax  based 
on  ground  that  transportation  service  was  rendered  an  exempt  governmental  agencv 
and  that  tax  was  collected  on  property  in  process  of  exportation,  statecf. 
(T.  D.  2727;  June  5, 1918.) 

Nonre venue  remittances,  such  as  State  or  municipal  taxes,  sent  to  collector 
through  error  and  deposited  by  him,  should  be  refunded  on  Form  751;  claims  on 
this  form  must  be  submitted  by  collector  in  triplicate.    (T.  D.  3016;  May  3,  1920.) 

Filing  of  amended  returns  does  not  constitute  beginning  of  new  proceedings  which 
so  supersede  the  original  returns  as  to  remove  bar  imposed  by  sections  3227,  3228, 
Revised  Statutes,  against  claims  bv  taxpavers  for  refund  of  taxes  paid  upon  original 
returns  and  assessments.    (T.  D.  3013;  May  3,  1920.    Ct.  Dec.) 

Reopenizi^. 

Under  section  14,  paragraph  A,  of  the  act  of  September  8,  1916,  claims  for  refimd 
rejected  by  Commissioner  because  of  statute  of  limitations  in  existence  at  that  time 
can  be  reopened  if  question  involves  an  examination  of  the  return.  (T.  D.  2396; 
Nov.  1,  1916.) 

Statemoits  by  revenue  oiSicerB. 

Revemie  officers  are  prohibited  from  furnishing  statements  in  cases  pending 
before  office  of  Commissioner  unless  called  for  by  such  office  or  reauired  by  rela- 
tions to  be  furnished  in  cases  when  originally  presented  througn  r^^lar  omcial 
<!hannels;  violation  of  instructions  contained  in  T.  D.  1607  will  subject  offending 
officer  to  dismissal,  and  when  circumstances  justify,  to  prosecution  under  section 
3169  of  the  Revised  Statutes.    (T.  D.  2443;  Feb.  9,  1917.) 

Wines. 

Refimd ing  provision  of  section  402  of  act  of  September  8.,  1916,  applies  not  to  the 
tax  collectible  on  the  finished  wines  but  to  the  tax  assessed  on  the  brandy  used  in 
the  fortification  of  such  wines;  proof  as  to  use  of  brandy  and  actual  possession  of 
wines  by  producer  at  timesuch  act  went  into  effect  must  be  furnished  witn  each  claim 
filed ;  part  of  paragraph  23  of  Regulations  No.  28,  supplement  No.  2,  revoked .  (T.  D. 
2440;Feb.  5,  1917.) 

There  is  no  provision  in  the  act  of  September  8,  1916,  for  refnnd  of  tax  on  brandy 
used  in  fortifying  wines  or  redistillation  of  such  wines;  since  act  of  September  8, 
1916,  is  amendatory  of  the  act  of  October  22,  1914,  refunding  pro^ision  of  latter 
act  is  not  applicable.    (T.  D.  2387;  Oct.  30,  1916.) 

CLARIFIED  WINES. 

See**  Wines." 

CLEARING  HOT7SE. 
Definition. 

The  terms  ** clearing  house,"  ** clearing  house  corporation,"  and  "clearing  house 
association,"  within  Regulations  No.  40,  rart  1,  relating  to  stamp  taxes  on  sales  and 
transfers  of  shares  of  stock  and  like  securities,  include  each  and  every  association  of 
individuals,  partnerships^  and  associations  engaged  in  business  of  clearing,  settling, 
or  adjusting  transactions  m  the  purchase,  sale,  receipt  or  delivery  of  shares  of  stock, 
whether  or  not  the  same  be  a  part  or  department  of  an  exchange  or  an  independent 
body.    (T.  D.  2608;  Nov.  30,  1917.) 

The  term  '* clearing  house,"  within  Regulations  No.  40,  Fart  2,  relating  to  stamp 
taxes  upon  sales  of  produce  or  merchandise  on  exchanges  for  future  delivery,  in- 
cludes every  clearing-house  corporation,  clearing-house  association,  or  incorporated 
or  unincorporated  association,  carried  on  for  purpose  of  clearing,  settling,  and  ad- 
justing transactions  in  purchasing,  selling,  receiving,  or  delivering  produce  or  mer- 
chandise, whether  such  clearing  houBc  be  a  part  or  department  of  an  exchange  or 
an  independent  body.    (T.  D.  2608;  Nov.  30,  1917.) 
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Sales  for  future  delivery—  Afflylng  and  canceliB^  stamps. 

Stamps  in  value  equal  to  amount  of  tax  omaalefrmust  be  affixed.  t»Bzomonuidum 
or  othec  evidenco  of  sale  on  agreement  te  sell;  cleadBg.  house^,  acting  as  agsnt^  re- 
q,uired  to  make  retumasliowing'staaKps  affixed  and  cancel^;,  manner  of  canceling 
stamps  stated.    (T..  D.  26D8;  ifov.  30;,  1^7.). 

' Exempt  transactions. 

No  taxJBimpfiERid  en  oa^aalfee'ofipindtine  op  meTcfaandise  •{liri]iiiitodi8;too&pK>mpt 
deli  very,  whichy  in.  good  &ulh,  ane  astiiaiL^c  iaxtended;  t»  be  delifvrvd;  seHen  of 
produce,  etc.,  may  transfer  contracts  to  clearing  house  associations  and  such  tneafer 
sbftU  0ot  be  dMMmed  to  be  a.aale*op  a^aeosMUi  eiaale)  pixmidAd  it  deeeoiot  veiri;  bene- 
ficiiJ  interest  in  suclLMseeiationaDd^iftimade  only  teenadl>le«U£]iiaa8DciataQDite«diu8t 
accounta  of.  its  membera;  noby-lww  of  custom  oiany  exchengii^ar  sisuiafiiBatittotion, 
inconsistent  with  the  act  of  Ottober  3, 1917;  or  any  regidalaons  the£eusd«r,.nQDany 
collateral  agreement  ineonsiatent  with,  such  act.oi  regulations,  tbeceunder  shall  ex- 
empt^ani?  person-,  from  pagfmont  of. tax.    (T.  D..2608;  Nov.  30,.191Z4 

Kemoraadhir  o£  aeleih 

Every  sale  or  agreement,  not  evidenced  bv  memoEaadiixn  or  conizact  expressly 
requiring. immediate  or  prompt  deEvery  shall. be  deemed  to  be  for  future  delivery; 
every  person  making  sale  of  any  pcodUct;  etc.,. at.  on^.or  in  any  exchange  for  future 
delivery,  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  otner  evidence  of  such 
sale,  showing  certain  specified  data  and  items  of  information;  no  amgle  aaieercon- 
tBftct  made  vugom an  exchange  b^  one  m/»nber  for aaolhernaed  he*  eviddnced  by 
moce  than. one- memorandum;  smitten  zetumi  or  sheet  tacleaiang: house;. acting  as 
agent,  ennsidered  to^be  mcmosandum.;.  ratucn  by  cleadnghouae;  (IT..  D«.,  2608 ;.  N€)v. 
30, 1917.) 

—  Records. 

AHpecBons  who  mritesdtes^orcontiacts.of  sales,  includ&ig  "transferred  or  scratched 
saies,"  **pa8e  outs^**'  '^^pair-offs,"  or  ** matched  trades,"  and  all  other,  forms  of  sale  of 
any  product  oMoeichandiseoniexchange  for  future  dtetivery  required  to  beep  record 
BJiowing  specified  items  of  information-;  form*  of  record  required';  clearing  housee 
to  fteep  record- showing  certain  dJ^ta.    (T.  Dl  2fi08;  Nov;  30,.  W17'.) 

Registration. 

Regulation. Nor.  40^  PMt2,.peqpi]!cs^a*8tatsIllBnt  o^  legisiratient  by  pesaens^  making 
eontractoisalofof  produce  or  meiK:JiaQdiBecftL^eK0luQjE^»fDiilutuiie  dsUveiy;.  lesDra 
of  rBgiBt£atiim«tOfbe.  kepitsby  coUectes,  andcect^ficateofLraiatratiQa  to  heissa6<iksnd 
posted;  fojsns; .  statement  of>  £egistM.tieniby  excBaiig^ar  ana  eleaeuig  heueeeu .  6T^  D • 
2fl©8;  Nev..30^1©17.) 

Betuma. 

Clearing'. houses  and  poGsone  mi^ciagcQntectGHofiaale-at,.(Hi9  orinaii^^  excnaage, 
etiF.,iortfutui?e  delivery,  required  tomake  retura'showing^specified  dataccndi  interna* 
tion;  substitute  returns;  clearing  housesi acting, as  agents  reqMued^  to  retaon  state- 
ment of  amounts  of  stamps  affixed  to  memoranda  of  sales.  (T.  D.  2608;  Nov.  30, 
1917.) 

Stock  sales — Exempt  transactions. 

No  tax  is  imposed  upon  agreement  evidencing  deposit  of  stock  certifioiiBR  an  col- 
lateral, security,  nonupon^deliveriesoirtransfers  to 'broker  for  salej  nor  upom  deliv- 
eries or  transfers  by  broker  to  customej^  pjDO\dded  suck  delivenes  or  transfers -shall 
be  accompanied  by  certificate  setting  forth  the-  facts,  nor  upon  transfers  or  deliv- 
ories  to  cieariag;  house,  for  sole  purpose  of  clearing,  or  adjusting  accounts  between 
members;  no  by-Ia^^  or  custom  of  any  exchaiige  er  sunilJEu:  institution,,  nor  anv 
collateral  or  additional  agreement  or  understanmng^  inconsistent  or  in.  conflict  with 
any  requirement  of  the  act  of  October  3, 1917,,  or  of  B^gulatibn  Fe.  40,  Part  1^,  shall 
exempt  any  person  from  the  payment  of  the  tax.    (T.  D..2608;  Nov.  30„19I7-.) 


Ct^tarihg  houses  and'  persons  cng^tged  ^oQy  or  partly  in  buying,  sellings  or  tcans- 
ferringsharra  of  stock,  req^iired  to  makeretttcnaeTOwing.specifieddataandiiaiQEma- 
tion;  substitute  retuma..     (T.  D..26Da;  Nov.  30, 19170 
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CLUBS. 

Capital  stock  tax. 

Clubs  QE&ajaJEted  aad  opecaied  excluaively  for  pleasure,  recreation,  and  other 
iionprofitaue  purposea  no  part  of  net  income  ol  which  mures  ta  benefit  of  any 
private  stockholder  or  meowef ,  is  exempt  from  tax  imposed  by  seetion  407  of  act 
of  September  8,  1916.  (T.  I>.  2383;  Oct.  19,  1916.  T.  D.  2750,  art.  12;  Aug.  9, 
1918.) 

Dues; 

See  "Dues.* *• 

Income  tax— Ezezkiption. 

CIitl»frare  not,  assu^eK,  exempt frs»  tax;  exenp^em  is  cosdiftioiial  on  fitbg-  with 
eoliector  affidavit  setting  otit  cfaaracter  aad  purpose  ef  erganisatioD,  aad  al«imng 
that  so  part  of  any  income  inmiee  to  haaefit  o#  any  private  stockh«)lder  or  individ- 
ual, and  that  sttch  ineosoe  »  used  exrhannnely  to  prcntole  purpeiesfor  which  oi^tn- 
ized  as  indicated  in  pafticttlar  paragraph  under  which  exemptieB  is  cfeained.  (T. 
i>.  aWft;  art.  «7.)      *^  *'  ^^ 

Secial  clul>s  erganrsed  aad  operated  exclusively  fcr  pleasure,  recreataon,  and 
other  nonprofitabie  purposes  are  exempt  from  tax,  previded  no  part  of  any  net 
income  inures  to  benefit  of  any  private  stockholder  or  individual;  this  exemption 
reaches] 
diies4 
charter, 

aocial  dub,  it  thus  beeomau^  a  buaiaesB  or  ciaxHMScial  etiteq^iiee,  and  any  ptofit 
realized  is  subject  to  tax.    (T.  D.  2690;  art.  72.) 

Exeaafytioa.  fnai  fiiiii^  returns  aa»d  paying^  iacoase  tax.  ol  pteaaare  aad  xeeieation 
chihs  is  eoaditional  upea  sach  aa  ozganiotttka  filing  affidavit  showiai^  character 
aad  paipese  e£  eagamaaiion,  soucce  of  iaeeaie  and  dimoHtioa  ol  aane,  whether  or 
not  any  of  itsiacoBte is  credited  lo  surplus  or  iauree looeaefit  o£  any  private  stock- 
holder acindividaal»  to  which  affidavit  dumld  be  attached  copy  ci  OMrter  er  arti- 
cles of  incorporation  and  by-laws;  where  collector  is  in  doubt  as  to  taxable  status 
of  orgaaLzationyUAoa  receipt  of  affidavit,  etc.,.  he  will  refer  affidavit  and  aecompa- 
nying  papers  to  GomcauBioQer  ol  Internal  Revenue  for  decision^  if  it  ia  held  that 
ccxprntiose  itsel£  is  exempt  from  income  and  excess-profita  taxes  it  is  not,  however, 
exempt  froaa  the  withholding  requirements  nor  mxn  hiraisfaing  inlonnatioa  in 
acGordaiu^e  with  provisiona  of  act  of  October  3»  I9I7.    (T.  D.  2693»  Apr.  8,  1918.) 

COCAINX. 

See  "Narcotics."  

COCKTAILS. 

See  *'RectMed  Spmts ' ';  « Wiww.' ' 

Asaigmnent  of  iaaunmae  pciiejr- 

No  stamp  tax  is  imposed  upon  power  of  attorney  in  transfer  by  assignment,  abso- 
lute or  as  collateral  security,  of  interest  in  contract  of  insurance,  if  power  of  attorney 
jTiantn  anthwity  to  do  or  perlom  only  such  acts  for  or  ia  b^aU  oC  aaHi^aor  as  are 
othorwise  vested  in  asiignee.    (T.  D.  2S9»;  Dec.  ^  1917.) 

DiatflledapizitB. 

PtraoBB  seUia^  waoefaooas  rece^>«8>  lepmseoting  distrlfad  optiits  ia  stoiage  are 
liahle  tespeciai  taacasthey  would  fae  en  account  of  the  sale  oi  theaphota  themeelvcH, 
bat  in  vieir  el  sectioa  3244^  Revised  StatntCB^  as  amoided,  such  liahility  will  not 
attach  to  pencms  selling  siieh  certificates  reeexved  as  seeradtir  for  er  in  pi»nnent  of 
a  debt^  provided  such  certificatas  or  the  spinta  repreaejited  thaeby  are  sold  in  one 
lot,  OK  the  spirits  are  aold  at  public  auction,  in  Iota  of  not  leas  than.  20  gaUons  each; 
T.  D.  1278  levoked.    (T.  D.  2784;  Jan.  23,  1919.) 

Batate  tax — ^Nonreaident  decedents. 

Brokers  holding  as  collateral  securities  belonging  to  nonresident  decedent  wmy 
not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary  such  accun- 
tras  until  either  tax  due  has  been  paid  or  anciTfairy  letters  have  been  taken  out  or 
otherwise  provision  has  been  made  by  estate  for  satisiactio&  of  tax  Ken.  fF.  D. 
2«4:  Fefe.  28;  1917.) 
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Excess  profits  tax. 

Property  of  member  of  partneTBhip. depoBited  with  bank  and  pledged  t^  colUteral 
flecurity  for  .the  repayment  of  a  loan  by  or  for  the  benefit  of  the  parthenthip  in 
pursuance  of  the  articles  of  partnership  ib  part  of  the  invested  capital  of  siich  partr 
nership,  within  act  of  Oct.  3,  1917.    (T.  D.  3080;  Oct.  19,  1920;  Ct.  Dec.) 

Floor  taxes. 

Form  of  bond  with  personal  mirety  to  be  executed  in  penal  sum  of  not  leas  than 
tax  due  and  in  no  case  less  than  S1,C00  prcsrribcd:  persiral  surety  need  not  be 
reauired  to  qualify  on  Form  33  when  he  is  supportfd  by  CoIIateial  security  of  a 
value  clearly  in  excess  of  amount  of  tax  due.    (T.  D.  2557;  Oct.  27,  1917.)   _ 

Where  collateral  other  than  Liberty  bonds  is  deposited  as  security,  principal 
must  execute  bond  in  stated  form,  and  coUectpris  required  to  five  certain  receipt; 
collateral  should  be  surrendered  to  taxpayer  as  soon  as  tax  and  interest  have  becsn 
paid;  if  tax  is  paid  in  installments  proportionate  amount  of  collateral  deposited 
may  be  surrendered  in  discretion  of  collector.     (T.  D.  2574;  Oct.  31,  1917.) 

Any  registered  or  coupon  bonds  of  the  United  States  may  be  accepted  as  security 
for  payment  of  floor  taxes,  in  accordance  with  T.  D.  2537,  T.  D.  2554,  and  T.  D. 
2557.    (T.  D.  2606;  Dec.  13,  1917.) 

laberty  bonds. 

Collectors  authorized  to  accept  in  lieu  of  surety  bonds  as  securetv  for  payment 
of  floor  taxes  covered  by  section  1002  of  the  act  of  October  3,  1917,  Liberty  bonds 
of  the  United  States  equivalent  to  the  actual  amount  of  taxes  due.  (T.  D.  2537; 
Oct.  17,  1917.) 

Bonds  deposited  as  security  mtist  be  immediately  forwarded  to  Oommipsioner 
of  Internal  Kevenue  by  registered'  mail  for  safe-keeping,  except  where. collector's 
office  is  in  same  city  as  Fe<^ral  reserve  bank,  in  which  case  coupon  bonds  received 
should  be  deposited  with  such  bank,  which  will  issue  its  receipt;  disposition  of 
receipts;  assignment  of  registered  bonds;  insurance  of  package.  (T.  D.  2554; 
Oct.  25,  1917.) 

Collectors  authorized  to  accept  certificate  of  bank  or  tnist  company,  member  of 
Federal  Reserve  System,  sufficiency  and  solvency  of  whif*h  are  satisfactory  to  col- 
lector, to  effect  that  taxpayer  has  deposited  cash  or  Treasiu^  certificate  of  indebted- 
ness in  full  payment  of  Liberty  loan  bond  subscriptions  in  name  of  ''Commissioner 

of  Internal  Kevenue  in  tnist  for ,     or  in  event  bond  transaction  is 

not  consummated  taxes  will  be  paid  to  collector  in  cash  or  corporate  surety  bond 
filed;  form  of  certificate  indicated;  certificate  to  be  forwarded  to  Commissioner 
of  Internal  Revenue.    (T.  D.  2554;  Oct.  25,  1917.) 

Where  Liberty  bonds  or  other  collateral  are  deposited  as  security,  principal  must 
execute  bond  in  stated  form,  and  collectors  should  eive  to  depositor  receipt  in  form 
stated ;  Liberty  bonds  or  other  collateral  deposited  and  in  possession  of  collector 
should  be  surrendered  to  taxpayer  as  soon  as  tax  and  interest  have  been  paid;  if 
tax  is  paid  in  installments,  proportionate  amount  of  collateral  deposited  may  be 
surrendered  in  discretion  of  collector.    (T.  D.  2574;  Oct,  31,  1917.) 

Stamp  taxes. 

Promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured. by 
pledge  of  any  bonds  or  obligations  of  United  States,  issued  after  April  24,  1917, 
and  all  promissory  notes  iBsued  and  delivered  on  or  after  April  6,  1918,  and  secured 
by  pledge  of  promissory  note  which  itself  is  secured  by  pledge  of  United  States 
bonds  or  obligations  issued  after  April  24,  1917,  are  exempt  from  stamp  tax  imposed 
by  section  301  of  the  act  of  April  5,  1918;  bonds  heroin  mentioned  include  Lioerty 
bonds;  exemption  applies  only  where  par  value  of  bonds  or  obligations  pledged 
shall  equal  amount  of  promissory  note.    (T.  D.  2701;  Apr.  16,  1918.) 

Bonds  of  a  private  corporation  delivered  by  it  to  the  Unitod  States  Housing 
Corporation  as  collateral  security  for  a  loan  to  aid  the  borrower  in  performing  its 
contract  with  the  UnitcKl  States  Housing  Corporation  are  subject  to  stamp  tax. 
(T.  D.  2782;  Dec.  24,  1918.) 

Wine  makers. 

Wine  maker  producing  not  exceeding  1 ,000  gallons  may  either  file  bond,  Form  699,  ' 
or  may  deposit  with  collector  as  security  Liberty  loan  bonds  or  cash  equal  to  amount 
of  tax;  if  Liberty  loan  bonds  are  deposited,  he  must  execute  bond,  in  dupUcatOt 
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Wine  makexB— Continued. 

in -stated  form,  and  in  such  form  with  appropriate  Bubdtitutions  in  case  cash  is 
deposited;  bond  and  security  must  be  filed  with  collector  prior  to  time  of  crushing 
grapes.    (T.  D.  2765;  Oct.  21,  1918.) 

When  Liberty  loan  bonds  or  cash  are  deposited  as  security  by  wine  maker  pro- 
ducing not  exceeding  1,000  gallons  per  vear,  the  collector  should  give  the  depositor 
a  receipt  in  stated  fonp;  which  receipt  should  be  made  in  triplicate,  one  copy  being 
immediately  transmitted  to  Commissioner  of  Internal  Revenue;  safekeeping  of 
bonds;  a'sdgning  of  registered  bonds;  security  thus  pledged  should  not  be  held  by 
collector  except  upon  instructions  from  Commissioner,  and  security  will  be  surren- 
dered as  soon  as  tax  and  any  accrued  penalty  and  interest  have  been  paid.  (T.  D. 
2766;  Oct.  21,  1918.) 

COLI4ECTION. 
Taxes. 

See  specific  heads. 

COLLECTOBS  OF  INTEBNAL  BEVHMT7E. 
ActionB  against. 

Act  of  February  8,  1899,  which  provides  that  no  action  against  a  United  States 
officer  shall  abate  by  reason  of  the  expiration  of  his  term  was  to  enable  proceedings 
pending  against  public  officials  in  tneir  official  capacity  to  be  continued  when 
necessary  to  obtain  settlement  of  questions  involved.  (T.  D.  2394;  Nov.  14, 
1916.    Ct.  Dec.) 

Suit  to  recover  back  taxes  collected  can  not  be  maintained  a^nst  successor  of 
collector  to  whom  taxes  were  paid  except  in  his  individual  capacity;  remedy  either 
lies  in  action  against  collector  who  actually  received  the  taxes  or  in  action  against 
the  United  States.    (T.  D,  2394;  Nov.  14,  1916.    Ct.  Dec.) 

Suit  for  recovery  of  taxes  erroneously  or  illegally  assessed  can  be  brought  only 
against  collector  who  collected  the  taxes  and  not  against  his  successor,  according 
to  the  decision  in  the  case  of  Philadelphia,  Harrisburg  and  Pittsbuigh  Railroad 
Co.  V.  Lederer.    (T.  D.  2507;  July  2, 1917.    Ct.  Dec.) 

Expenses. 

Effective  July  1, 1919,  field  deputy  collectors  entitled  to  actual  necessary  traveling 
expenses  and  reimbursement  for  amount  actually  expended  for  lodging  and  sub- 
sistence not  to  exceed  statutory  limit  of  $5  per  day  when  absent  from  designated 
posts  of  duty;  poet  of  duty  shall  be  fixed  within  division  to  which  such  collector  is 
assigned,  and  snail  be  designated  at  the  largest  town  or  city  in  that  division.  (T.  D. 
2884;  July  9,  1919.) 

Instructions  to. 

See  specific  heads. 

COLLEGES. 

Admissions  to  entertainments. 

Admissions  to  school  or  college  athletic  contests  and  other  college  entertainments 
arc  not  taxable  if  proceeds  go  to  the  school  or  the  college,  but  they  are  if  proceeds 
are  used  for  support  of  athletics  or  other  separate  purposes.  (T.  D.  2681;  Mar.  26, 
1918.) 

Every  institution  claiming  exemption  from  collecting  tax  on  admissions  by 
reason  of  being  educational  rec^uired  to  file  with  collector  of  district  affidavit  upon 
stated  form,  prior  to  conducting  any  entertainment  or  amusement  or  permitting 
either  to  be  conducted  for  its  benefit;  unless  affidavit  shall  be  filed  sufficiently 
before  date  of  entertainment  to  permit  of  full  advance  investigation  of  circum- 
stances and  a  decision  thereon,  managers  of  entertainment  shall  keep  and  exhibit  to 
internal  revenue  officers  complete  record  of  admissions  to  each  performance,  and 
will  be  held  responsible  for  collection  of  tax  in  case  claim  for  exemption  is  not 
allowed.    (T.  D.  2681;  Mar.  26,  1918.) 

Income  taxes— Salaries  received  under  Smith-Lever  Act. 

Where  employees  of  universities  receiving  salaries  paid  in  part  or  in  whole  from 
funds  received  under  the  Smith-Lever  Act  of  May  8, 1914,  are  officers  or  employees 
of  a  State,  they  are  not  required  to  include  in  their  income  tax  returns  as  taxable 
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lacome  taxes— Salaries  received  under  Smith-Lever  Act — Continued. 

iscome  the  salaries  so  received;  if  organization  oi  collc»ze  is  one  which  belongs  to 
State  and  which.  State  governs^  logistaitire  may  vacate  omcens,  elect  new  professora, 
and  do  whatever  it  thinks  necessary  in  mana^ment  of  the  college,  but  if  colleges 
are  governed  by  trustees  not  directly  responsible  to  State  fegislatares,  employees 
recerving  salsnes  paid  in  pmt  from  Smita-Lever  fsnds  aie  not  eendoyees  of  the 
State,  and  are  not  exempt  from  tax  on  that  groufid.    (T.  D.  26687  "M^.  9, 1*18.) 

Withdrawal  of  slcahol  for  nae  of. 

See '^Alcohol." 

GOMKEBCIAL  CLUBS. 

See  ^'Boards  of  Trade." 

Capital  stock  tax. 

Business  league,  chamber  of  commerce,  or  board  of  trade,  Wbi  oigamaed  for  profit 
and  no  part  of  net  income  of  which  inures  to  benefit  of  any  private  stockholder  or 
individual,  is  exen^t  ton  tax  imposed  by  ssetioB  407  of  the  act  of  September  8, 
1916.    (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art  12;  Aug.  9,  1018.) 

Dues. 

Tax  imposed  by  sectioi^  701  oi  act  ol  October  3,.  1917,  does  nx>i  attack  to  dues 
paid  to  chambers  of  comnierce  or  other  primarily  boainess  orgaiiizationf.  (T.  D. 
2681;  Mar.  26, 1^18.) 

Dues  paid  for  membership  privileges  in  chamber  of  commerce  or  other  primarily 
coBkmercial  organization  are  taxable  if  privileges  include  clubhouse  facilities 
such  as  are  afforded  by  ordinary  city  social  dub.    (T:  D.  2795;  Feb.  26^  1919.) 

ThsBo  social  facilities  affocded  by  a  c«raBBefcial  dob  which  ace  k^  open  fveely 
to  the  public  and  not  limited  to  members  aie  not  safficient  to  coDSlitute  the  club 
a  Boeud  dab  Ux  putpoSea  of  the  dues  tax.    (T.  B.  2782;  Dec.  24,  1918.) 

DwB  fndd  CQBunerciai  club  coadneted  mimarily  for  commercial  obiecte  are 
Bot  taxable  for  special  ueasoa  that  chief  flodal  leatiue»  that  of  the  Dsstauiaat,  besides 
being  maintained  as  an  adjenct  to  the  luncheon  meettogs,  is  r^iularly  opeaed 
to  the  members,  local  business  and  civic  organizations,  and  used  by  them  for  pur- 
poses which  the  club  is  engaged  in  furthering.     (T.  D.  2795;  Feb.  26,  1»1».) 

Income  tazes^-Bxexnptlon. 

Eaemptaan  from  fibng^  returns  and  paying  ineome  tax  of  eommereial  dabs  is 
conMiitional  vpoo  sodi  tat  amKdm/dxm  filing  affidavit  showii^  cfaaracter  and  pur- 
pose of  csganiaatKmy  source  of  income  and  dispontitts  oi  same,  whether  or  not  any 

of  its  income  is  credited  to  surplus  or  inures  to  benefit  of  anv  private  stockholder 
or  individual,  to  which  affidavit  should  be  attached  copy  of  cnarter  or  articles  of 
incorporation  and  by-laws ;  where  collector  is  in  doubt  as  to  taxable  sfatiisof  oiganiaa- 
tion,  upon  receipt  of  affidavit,  etc.,  he  will  refer  affidavit  and  accompanying  papers 
to  Commissioner  of  Internal  I^evenue  for  decision;  if  it  is  held  that  corporation 
itself  is  exempt  from  income  and  excess  profits  taxes  it  is  not,  however,  exempt 
from  the  witnnolding  requirements  nor  from  furnishJM;  information  in  aecordanec 
with  provisions  of  act  of  October  3,  1917.    (T.  D.  2693;  Apr.  8,  1918.) 

COHKISSEOlfS. 

Excise  taxes — Basis  of  tax. 

C<mimission8  to  agents  and  other  expenses  of  sale  are  not  deductible  from  price 
in  computing  same  ror  purpose  of  tax  imposed  by  section  (WO  of  the  act  of  OctcAer 
3, 1917.    (T.  D.  2719;  Art.  III.) 

Bieoaie'taxe*. 

Gammissions  paid  salesmen  are  income  to  the  salesmen  as  well  as  expense  to  the 
payer.    (T-  D.  2600;  art.  4.) 

Commissions  on  renewal  premium  for  insoranee  received  by  agents  on.  account 
of  business  written  is  income  to  be  accounted  for  as  such  and  for  calendar  year  of 
itfl  receipt.    (T.  D.  2«90;  art.  4.) 

CommiancHis  paid  in  paiefaasiiig  and  adfting  seeuiities  are  a  part  el  the  cost  or 
selling  price  of  the  secarilies  and  not  otherwise  deductible;  they  do  not  csostiCutc 
«speiise  dedaetioBs.    4T«  D.  2890;  act  8.) 
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Income  taxes — ^Continued. 

Where  coi^pocajhieiL  aelk  its  benda  at  diecaimt  pltifr  coomiaaBion  for  selling  amumt 
of  such  discount  and  commission,  togethei  with  otker  expeoaeM  incidental  to  issuing 
bonds,  constitute  a  loss,  aggre^te  amount  of  which  will  for  puri>08e  of  income-tax 
return  be  pFrorated  over  fife  of  bonds  soM  and  amount  thus  apportioned  to- each  year 
xrtH  be  deductible  from  gross  ineame  of  each  year  until  bonds  AM  have  been 
redeemed.    (T.  D.  2690;  art.  150.) 

C01QEU1HT7  PIK»E»TT. 

Eotaitftax. 

H^eel  seHiiig'  price  ef  steels  and  bondis  on  day-  of  death  fixed  as-  value  to  be 
returned,  or,  if  no  sale,  then  Mg^st  bid  price;  H  stodos  or  b«idfr  are  net  Uslad  on 
the  mariEal  tiie  ex0eujb»  may  set  up  value  tfaat  h»  deene  tnie  vsfaie  as  a£  day  of 
deeedesi's  deatK;  if  bvtit  ift  eitato  ia  ccauaunifty  pgoycrty  ito  value  sfamikL  aoi  be 
ahMRi  lader  ileiar  4  ol  Fooa  7#6y  hut  daeedeat'a  l^al  man  sheidd  bet  wtittned 
wadet  the  wveEaLiteM.    <T.D.25l^  I«ly  1ft,  1917.) 

if  piopefty  coRveyed^  to  husi^a&d  aad  wife  k  fatten  by  each  in  entiiety  and  in 
such  manner  that  each  was  owner  of  all,  and  upon  death  of  either  no  new  interest 
or  title  vested  in  survivor,  one-half  of  property  thus  jointly  owned  should  be 
returned  as  portion  of  gross  estate  of  decedent  husband  or  wife,  as  case  may  be; 
.  wkezover  fmblic  leecrdv  show  yiepert^  in  aamo  ei  decedent,  pceMmipAioik  ia  that  it 
waasote  property  of  dfeocdoBi^  ami  burden  of  ihowine  that  sarvdviAg  sp^ 
angr  intaiest  tfceieiiriai^>oEi.Buch  spoose.    (T.  D.  215^  Feb..  14^  I9J7!> 

Ttety-day-  notiee  (Foim  7%>  mfist  be  filed  witJlin  39  days  after  death  of  decedent 
whose  estate  i»  taxable,  by  sorriying  hn^and  or  wife,  as  case  Bay  be,  lor  one-half 
the  val«M^  at  decodiB«t*»*deatb,  of  contmunity  prof)eFty.  (T.  D.  245^;  Feb^.  28, 
1917.) 

CCBDm^iinON'  TSCKET81 


Paaaenger  transportation. 

The  tens  '  ^eoBMBUtatie&  or  season  tiehets^) '  *"  tm  used!  m  sectioa  509,  subc&vision 
(e),  of  the  aet  of  October?,  I9iT,.incilidiB9att  foraeof  taefcets  issued  and  intended 
for  «se  for  a  certain  nomAer  of  tr^  he€ween  two  ^ven  temmii,  whether  United 
OTHidinntedaototl^tiase^iftwhiefrtberaretobe'ttsod.    (T.  I>.  a87fi;M^.  Id,  1^8.) 

The  8  per  cent  tax  imposed  by  suNfivision  (c)  of  section  50(r  of  act  of  October 
3,  I9!tT,  does  aot  appfy  to  aaaororts  paid  fer- traaspiDrMioii*  of  persoBB  in  casv  ot  com- 
mata«ioo  tieket»lbrtzi|N3  lisss  tHan  3»HRle&    (T.  IX  2670;  Mar.  18,  nm.) 

The  10  per  cent  tax  nnposed  by  subdivision  (c)  of  section  5W  of  act  of  October 
S,  19*17,  i^phes  to  amounts  paid  for  commutatfon  books  purchased  in  Fnited  States, 
calling  for  accommodations  in  parlor  or  sleeping  cars,  or  on  vessels,  in  which  event 
tax  dni)  bof«l  asaadf  wlMn  e«Ueeti0iwai«  onde  oraaiomt  pMd  for  sucfr  books; 
if  booka  be  mgehaoed  oii(Bt<)9  tbo  Uvted  8talm>  taoL  apptieo  to  aaMuat  naidf  for 
cottpoM  MIM,  caUyig-for  aceoiwninihli  ijiw  botw=eea  oi  tnia  poials  ia  UnitBa  States, 
and  tBraftoll  be- colleetedaa  and  wheacevpooaave  lifted.  (T,  IX  267^  Mnr.  18, 
ltt&) 

Commutation  tickets  sold  and  partiaHy  used  before-  November  1,  1917,  are  not 
t»ad>l9  il  awsentccl  after  that  dMe  fat*  remainder  of  joaivey^or  jouraeyo  caUod  for. 
(T.  I>.  269«rMv.  IS,  I9I8.> 

COKFEECBATIQN. 
Znconia  i'-^'^f^f* 

Rotiiod  pay  ol  Army  and  Navy  ottcers  n  od^ject  to  iaeeno  Ux.  (T .  IX  2(90; 
art.  4.) 

Betifsd  pay  of  jml|^  of  Vatted  8teCes  courl»  is  sfibjert  toiBeoaw  taa.  fT.  D. 
2690;  art.  4.) 

Compensation  forservfce  paid  for  on  percentage  of  net  profits  isincome  to  employee 
and  ontBt  be  accounted  for  as  such;  where  service  is  rendered  for  stipulated  price, 
wage,  or  salary,  and  paid  with  someliting*  other  than  mcmey,  stipulated  vanie  of 
service  in  terms  of  money  is  value  at  which  thing  taken  in  payment  is  to  be  con- 
ndeied  for  pucposa  of  taoE;  in  abseiye-  of  stipulaiiBa  as  to  vame  of  service,  panrment 
beiaif^madfo  wKh  aomaihiiiiyotiter  tlttft  maney,.  Buaftet  orieaaoBablo  vahae  of  thing 
lafcmiK  payiKSt  wMBMWHKk  t^boueiodedaaiBKene.    (T.  IX.  2«0«K  wt.  4.) 

ComfcwmUxm  ot  Pimdeiie  ot  ITniCiad  Stmkm  for  tew  fte  wUdi  he  i»  elected, 
"^ -^ — \  4^  IM7^  gluiS  apt  bo  inclttded  ae  iacoBM  for  puaposes  of  income 


Digitized  by  VjOOQIC 


136  COMPENSATION. 

Income  taxes— rontinued. 

tax  under  act  of  October  3,  1917,  such  compensation  being  Bubjcct  to  tax  under  the 
act  of  September  8,  1916.    (T.  D.  2690;  art.  5.) 

CompeneatioD  of  all  officers  and  employees  of  a  State  or  any  political  eubdivision 
thereof,  except  when  such  compensation  is  paid  by  United  States  Government, 
shall  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Compensation  of  all  judges  of  the  Supreme  Court  and  inferior  courts  of  the  United 
States  m  office  September  8,  1916,  ana  October  3,  1917,  shall  not  be  included  as  in- 
come, compensation  of  judges  of  those  coiirts  appoin^d  subsequent  to  September 
8,  1916,  being  subject  to  tax  under  act  of  that  date  but  not  under  act  of  October 
3,  1917;  compensation  of  judges  of  such  courts  appointed  subsequent  to  October  3, 
1917,  are  subject  to  tax  under  both  acts.    (T.  D.  2690;  art.  5.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships,'  to  nonresident  alien  employees  for  services  rendered  entipeJy  in  a 
foreign  country  and  for  property  located  in  a  foreign  country,  are  not  subject  to 
deduction  and  withholding  of  the  normal  tax,  and  such  payments  of  income  will 
not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art  32.) 

Deductions  from  ^oss  income. 

Amounts  expended  by  corporations,  partnerships,  or  indixaduals  engaged  in 
business,  in  pa\dng  all  or  portions  of  regular  compensation  of  officers  or  employees 
who  have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  military  forces 
of  the  United  States,  or  have  Undertaken  8er\ices  for  the  Government  at  reduced  or 
nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1,  1918.) 

Amounts  paid  for  salary  received  for  all  services  rendered  are  deductible  as 
business  expense  when  expenditures  are  occasioned  by  the  service  in  respect  of 
which  salary  is  paid.    (T.  D.  2690;  art.  8.) 

Debts  arising  from  unpaid  wages,  salary,  rents,  and  items  of  similar  taxable  income, 
not  allowed  as  deduction  unless  income  they  represent  has  been  included  in  return 
of  gross  income  for  year  in  which  deduction  as  bad  debt  is  sought  to  be  made  or  in 
previous  year,  and  debts  themselves  have  been  actually  ascertained  to  be  worth- 
less and  charged  off.    (T.  D.  2690;  art.  8.) 

When  amount  of  salary  of  officer  or  employee  is  paid  for  limited  period  after  his 
death  to  his  widow  or  heirs  in  recognition  of  ser\ices  rendered  by  individual,  no 
services  being  rendered  by  widow  or  heirs,  such  payment  is  not  ordmary  and  neces- 
sary expense  of  transacting  business  and  may  not  be  deducted.  (T.  D.  2690;  art. 
137.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made 
in  good  faith  and  as  additional  compensation  for  services  actually  rendered  by 
employees;  if,  when  added  to  stipulated  salaries,  they  do  not  exceed  a  reasonable 
compensation  for  serxices  rendered,  they  will  be  r^arded  as  a  part  of  the  wage  or  hire 
of  the  emplovee  and  are  deductible  as  an  ordinary  and  necessary  expense  of  opera- 
tion and  maintenance.    (T.  D.  2690;  art.  138.) 

Special  payments  made  to  officers  or  employees  who  are  stockholders,  in  guise  of 
additional  salaries  or  compensation,  amount  of  which  is  based  upon  or  bears  clcse 
relationship  to  stockholdings  of  such  officers  or  employees,  or  capital  invested  by 
them  in  business  of  company,  will  be  regarded  as  special  distribution  of  profits  or 
compensation  for  capital  invested  j  and  not  pajTnent  lor  services  rendered;  pajinenta 
under  such  latter  conditions,  being  in  nature  of  dividends,  will  not  be  deductible. 
(T.  D.  2690;  art.  138.) 

Where  salaries  of  officers  or  employees  who  are  stockholders  are  found  to  be  out  of 
proportion  to  volume  of  business  transacted  or  excessive  when  compared  with 
salaries  of  like  officers  or  employees  of  other  corporations  doing  similar  kind  or 
volume  of  business,  amount  so  pafd  in  excess  of  reasonable  compensation  for  services 
will  not  be  deductible,  but  will  be  treated  as  distribution  of  profits.  (T.  D.  2690; 
art.  138.) 

Compensation  paid  employee  in  capital  stock  of  corporation  may  be  deducted  as 
expense  if  so  charged  on  books  at  actual  value  of  such  stock.    (T.  D,  2690;  art.  139.) 

In  cases  of  compensation  fixed  after  services  are  rendered  and  not  in  accordance 
with  any  contract  or  any  custom  or  practice  amounting  virtually  to  a  contract, 
reasonableness  is  ordinarily  the  controlling  test  of  d^tictibility.  (T.  D;  2690; 
Apr.  10, 1918.) 
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Dedactlons  from  gTcot»  income — Continued. 

Test  of  deductibility  in  case  of  compensation  pajrments  is  whether  they  are  in 
fact  payments  purely  for  services  or  include  some  other  element;  in  case  of  any 
compensation  which  exceeds  amounts  ordinarily  paid  for  like  services  in  like  enter- 
prises under  like  circumstances,  burden  is  upon  enterprise  to  show  that  ainount 
paid  was  solely  purchase  price  of  services;  this  test  and  its  particular  application 
furtherstated  and  illustrated.    (T.  D.  2696;  Apr.  10, 1918.) 

Compensation  greater  than  that  ordinarily  paid  for  like  services  in  similar  enter- 
prises must  be  shown  to  represent  payment  for  services  only.  (T.  D.  2696;  Apr.  10, 
1918.) 

Compensation  on  whatever  basis  fixed,  representing  only  the  price  paid  for  services 
pursuant  to  a  fair  bai^in  made  in  advance  oetween  the  individual  and  the  business 
enterprise,  is  deductible  in  determining  taxable  net  income  of  the  enterprise.  (T .  D. 
2696;  Apr.  10, 1918.) 

Payments  nominally  as  compensation  for  services,  which  in  fact  include  amounts 
paid  as  dividends,  waste  of  corporate  assets,  payments  for  property,  or  for  anything 
other  than  services,  are  deductible  only  to  an  amount  not  in  excess  of  compensation 
for  like  services  in  similar  enterprises.    (T.  D.  2696;  Apr.  10,  1918.) 

Information  at  source. 

Every  person,  corporation,  etc.,  paying  compensation,  wages,  etc.,  of  1800  or  more 
in  any  taxable  year,  or,  in  case  of  such  payment  made  by  the  United  States,  the 
officers  or  employees  of  the  United  States  having  information  as  to  such  payments, 
authorized  and  required  to  render  due  and  accurate  return, 'setting  forth  tne  amount 
of  such  compensation,  wages,  etc.,  and  the  name  and  address  of  the  recipients 
thereof.    (T.  D.  2690;  art.  Z4.) 

Where  a  person  receives  a  cash  compensation  for  services  rendered  and  in  addi- 
tion thereto  living  ({uarters,  the  value  to  such  person  of  the  quarters  furnished  con- 
stitutes income  subject  to  tax,  and  return  under  section  28  is  required  in  each  case 
where  cash  compensation  received  plus  the  value  of  living  quarters  furnished  equals 
or  exceeds  $800  for  a  tax  year.    (T.  D.  2690;  art.  34.) 

Withholding:. 

The  withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  law  apply 
to  the  normal  tax  levied  upon  entire  net  income  of  nonresident  aliens  of  a  fixed 
or  determinable  annual  or  periodical  class,  as  interest,  rent,  wages,  etc.,  received 
by  them  from  all  sources  within  United  States;  tax  to  be  deducted  and  withheld 
from  individuals  for  1917  and  subsequent  tax  years  is  the  2  per  cent  normal  tax 
imposed  by  the  act  of  September  8, 1916,  as  amended.    (T.  D.  2690;  art.  43.) 

Storekeeper-gaugers. 

On  and  after  January  1,  1917,  compensation  of  storekeeper-gangers  designated 
as  general  storekeeper-gangers  fixed  at  rate  of  $4  per  day,  together  with  actual  and 
necessary  traveling  expenses,  except  that  when  aggregate  quantity  of  spirits  remain- 
ing in  chai]ge  ojf  general  storekeeper-ganger  is  reduced  to  5,000  or  less  gallons  rate  of 
compensation  will  be  |3  per  day  for  such  days  only  as  he  may  be  required  to  visit 
warehouses  for  withdrawal  of  spirits  or  other  necessary  purposes.  (T.  D.  2408; 
Dec.  7, 1916.) 

Rate  of  pay  of  officers  assigned  in  dual  capacity  of  storekeeper-gangers  to  distillery 
warehouses  at  distilleries  having  registered  capacity  of  more  than  20  bushels  and  to 
s|)ccial  bonded  and  general  bonded  warehouses,  fixed  at  %4  per  day,  this  rate  to  be 
applicable  in  case  of  distillery  warehouse  whether  distillery  is  being  operated  or  is 
under  suspension,  and  as  to  all  warehouses  irrespective  of  quantity  of  spirits  stored 
therein;  when,  however,  quantity  of  spirits  in  Mvirehouse  is  5,000  gallons,  or  less, 
rate  of  pay  will  be  fixed  at  |4  per  day  for  such  days  only  as  officer  is  required  to  visit 
warehouse  for  necessary  purposes;  tnis  rate  of  pay  to  be  effective  on  and  after  Feb- 
ruary 1, 1920.    (T.  D.  2980;  Feb.  11, 1920.) 

COMPOX7ND  UQXrOBS. 

See  "  Rectified  Spirits." 

COMPBOHISE. 
Distilled  spirits. 

Distilled  spirits  seized  because  of  filine  of  incorrect  return  or  faihire  to  file  return 
not  willful  may  be  released  on  payment  of  tax  and  compromise  offer  of  25  per  cent; 
payment  of  tax  and  compromise  offer  of  100  per  cent  required  in  case  of  false  return 
or  willful  failure  to  file  return.  Acceptance  of  such  offers  is  in  lieu  ol  forfeiture 
only.    (T.  D.  2877;  June  27, 1919 J 
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When  case  is  compromised  in  wkkk  aaaeouieDt  is  iavelved,  ftWfcwmt  paAA  aa  tax 

should  be  credited  to*  list,  and  amo\uit»  if  any»  remaining  ovUslABdi^,  ahould  be 
claimed  for  abatmnent  on  Form  47|,  if  terms  c^  comptonuae  so  required.  (T.  D. 
2690;  arts.  258,259.) 

—  BaddeMs. 

Where  settlement  is  had  by  way  ol  compromise  whereby  amouiU,  tea  than  debt 
claimed,  ia  accepted  in  full  payment  and  s.\tisfactiou,  dinerence  between  amount 
paid  and  that  ciaimed  is  not  allowable  as  deduction  for  bad  debta;  where  aettle- 
ment  consists  of  promise  to  pay  amount  less  than  debt,  amount  promised  forms 
basis  of  new  transaction,  and  upon  failure  to  make  good  such  promise  question  will 
aiise  as  lo  deductibility  of  new  araoant  only.    (T.  J}.  29199;  art.  9.) 


Amount  received  b^r  individual  a^  result  of  suit  or  compromise  for  personal 
inittrka  snsCaiiied  by  Mm  duou^  acddent  is  not  incmne  tsxaMe  under  litle  I  of 
act  Beptmber  8,  )91^,  as  smoided  by  Tiefe  XII  of  aet  October  S,  1^7,  aad  of 
Title  1  €f  act  Oetol>er  3,  1917.  (T.  I>.  2747;  Ju!y  12,  1915.  T.  O.  2698,  art.  4, 
revoked.) 

Violation  of  statute. 

Any  violation  of  law  or  regulationa  which  is  violatioA  of  aet  of  Augput  ID,  1917, 
onlY,  can  not  be  made  subiect  of  eompxcmiiBeby  ComnuBBiaDer  of  I&tenal  Revenue, 
imoet  sectiaa  3229,  Eeviaed  Statutes,  which  seetioA  ia  appiical^le  to  eSenaes  aasing 
under  the  iatemal-ievenue  laws  only.    (T.  D.  255ft;  Oct.  2%^  lftl7.> 

COKGS&T&. 

AdmissioMa— Cahareta> 

Tlie  wosds  '^cabaret  or  other  similar  entertalnnieiit/'  is  used  nz  aecCioa  TtNl  of  the 
art  ol  Oetdber  S,  1917,.  inckide  every  hotels  or  room  therein,  restanzant,  hall,  or  other 
public  place,  at  or  in  which,  m  connection  with  serrice  or  sale  of  food  or  other 
refreshments  or  merchandise,  any  vaudeville  or  other  perforoMOKe  or  dtTeraflA  in 
way  of  acting,  singing,  declamation,  or  daacing,  either  with  or  without  instrwmental 
or  other  miEsrc ,  is  conduc  ted ;  every  form  of  entertainment  so  conducted  ia  included , 
except  that  famished  by  orchestras  such  aa  were  usual  in  hotels  and  restaurants 
before  advent  of  cabarets,  perfomdog  instrumental  music  only,  unaccompmied  by 
any  other  form  of  entertainment.    (T.  D.  2681;  Mar.  26, 1^18.} 

CCasmEXNATXOR  OF  PROFBllTT. 

See ''BequisLtiou  of  Propcxty." 

Ihtfoma  iaxgg— Pednctlooa. 

Property  deBtn^:[Fed  by  oidfli  o£  aatboritiea  oi  Slato  at  U  United  Stetea  nay  bo 
daimed  as  a  loss;  if  reimbursement  is  made,  aPMHmt  isc^ved  ihaR  be  lefortsd  as 
inoQfna  for  year  in  which  xeimbuxseuettt  ia  Boade.    (T»  D.  2fM^;  art.  4.) 

Net  income. 

Actual  coat  of  pioperty  destroyed  b^-  order  of  authoritiea  of  a  State  or  oi  the  United 
States  may  be  claimed  as  a  Ion;  but  liieimbuBRBkeat  ia  madeby  a  State  er  United 
States,  amount  received  ^haU  be  reported  as  income  for  year  in  whidk  rcnaberso- 
ment  is  made.    (T.  D.  2690;  act.  123.) 

GOirXXITiOliAI.  BhIMB. 

Exciae  taxes — ^Time  tax  attaches. 

In  case  of  conditional  ade^  i^wre  titleF  ia  leaenred  until  payment  of  purchase 
price  in  full,  excise  tax  imposed  by  act  of  October  3,  ldl7,  attadBwat^^s  aiwh  pay- 
ment, or  when  title  passes  if  before  completiMi  of  payments.    (T.  D.  2719;  Art.  1  v.) 

Income  taxes. 

Where  corpoiation  sells  property  on  instalhnent  pFan,  title  passiiM;  at  tkne  of  sale, 
gaiu  to  be  returned  as  income  fw  year  in  which  sale  was  made^  will  be  excess  of  con- 
tract price  over  &ir  mail^et  price  or  vahie  as  of  March  1, 1^13»  if  property  w»  acquired 
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prior  to  that  date,  or  of  contcact  pxico  over  cost  il  acquired  subsequent  to  that  date. 
(T.  D.  2690;  arL  116.) 

Corporation  leUiBg  merckandise  on  instaUment  basis,  title  passing  to  vendee  at 
time  o£  sbIb,  wiU  treat  such  contncts  as  accojinta  receivable  and  as  sales  during  the 
year  at  their  lace  value,  accountiag  for  as  income  the  difference  between  the  cost  and 
aalM  price.    (T.  D.  2600;  art.  120.) 

In  Mle  or  contract  lor  sale  of  personal  pfoperty  on  iDslalhnent  pfam,  whether  or  not 
title  reBMias  in  vendor  nn^  property  is  rally  paid  for.  income  to  be  returned  by 
vendor  will  be  that  ]»iop(Hiion  of  each  mstallment  whick  groos  profit  to  be  realized 
when  property  is  paid  lor  bears  to  gross  contract  price;  il,  for  any  reason,  vendao 
defaults  and  vendor  repossesses  property,  entire  amount  received,  on  installmant 
paEyments^  low  profit  originally  returned,  will  be  income  to  vendor  to  be  so  retnrned 
tar  year  in  whidi  property  was  repossessed.    (T.  D.  2707;  Apr.  25,  1918.) 

Where  bii3Fer  of  |woperty  of  corporation  sokk  on  installment  plan,  title  passing  at 
time  of  sale,  forfeits  his  contract  and  fails  to  meet  any  of  the  payments  contracted 
to  be  made,  selling  corpoealion  may  deduct  from  its  gross  income  as  a  loss,  snch  pro- 
portion  of  defaulted  payments  as  was  previously  returned  as  gross  income.  (T.  D. 
2690;  art.  116.) 

COHaCXLIDATBD  COBPOBATSOKa 

Issue  of  stock— Stamp  tax. 

Issue  of  stock  b;^  a  consolidated  corporation,  in  exchange  for  stock  of  the  con- 
sottdatzng  corporations,  s  a  taxable  anginal  iasne  under  act  October  3,  1917.  (T. 
D.  2752;  Aug.  14,  1918.) 

Transfer  of  stock— Stamp  tax. 

Safrender  of  stock  of  consolidaiting  corporatiom^  in  exchange  for  stock  of  the  con- 
solidated corporation,  is  not  a  taxable  transfer  under  act  October  3,  1917.  (T.  D. 
2762;  Aug.  14,  1918.) 

CCfSBOUnXATED  RBTUBNS. 

Affiliated  coypontiona. 

See  '^Excess  Profits  Tax." 

OONTBACTS. 

Oovemmental  purposes — ^Bonds. 

Bonds  given  to  a  State,  township,  county,  or  village,  covfrmg  contracts  for  govern- 
mental purposes  or  the  protection  of  the  State,  township,  county,  village,  or  munic- 
ipality, m  any  respect,  are  free  from  Federal  taxation.    (T.  D.  2624;  Dec.  14, 1917.) 

Talegxaph,  telephone,  axLd  radio  messages. 

Exemption  from  tax  impoeed  by  section  GOO,  sabdivisioR  (e),  act  October  3, 1917, 
on  telephone,  telegnvh,  and  radio  msssupes,  may  be  claimed  when  amounts  paid 
ior  such  messages  axe  nnaliy  to  be  paid  by  ueGovemment  nnd^  a  coat-r^us  contract; 
this  does  not  apply  where  contractor  is  ooing  work  for  Government  nnaer  lumpHmm 
contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

Transportation  charges. 

Where  contractor  docs  work  for  Government,  contract  price  of  which  is  a  lump 
sum,  exemption  provided  for  by  8ecti<m  502  of  act  of  October  3,  1917,  does  not 
apply  to  amounts  paid  for  transportatioa  of  property  used  or  to  be  used  by  the  con- 
tractor in  connection  with  the  work.    (T.  D.  2676;  Mar.  18, 1918.) 

Where  contract  price  of  work  for  the*  Government  ie  coet  plus  certain  percentage, 
amount  received  by  carrier  for  transportation  of  property  used  or  to  be  lis^d  by  con- 
tractor ia  such  work  falls  within  exemption  from  tax  snposed  by  section  500  of  act 
Octobers,  1917;  certificate  specified  in  Ampliations  No.  42,  artido  15,  must  be  used 
and  must  be  signed  by  a  Government  officer  or  employee,  certificate  signed  by  con- 
tcactor  not  being  sufficient..    (T.  D.  2742;  July  1,  1918.) 

Exemptistt  may  be  claimed  under  sectiea  500  ol  act  October  3, 1917,  on  amounts 
paid  for  transportation  of  persons  employed  by  contractor  working  for  Government 
mider  cost-plus  contract,  where  tnuu^ortation  chaige  oi  employee  is  an  item  in  the, 
cost  of  the  work,  and  hence  will  be  fimially  paid  by  the  Government;  form  of  exemp- 
tion certificate.    (T.  D.  2742;  July  1,  1918.) 
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Income  taxes— Contracting'  company. 

Id  the  case  of  corporations  engaged  in  contracting  operatione  and  which  have 
numerouB  uncompleted  contracts,  which  in  some  cases  run  for  periods  of  year,'  per- 
oentagie  of  profit  from  contract  may  be  estimated  on  basis  of  percentage  df  comple- 
tion and  payments  made  thereon,  in  which  case  income  to  be  returned  each  year 
during  performance  of  contract  will  be  computed  upon  basis  of  expenses  incurred  on 
such  contra(!t  during  the  year;  all  under  or  over  statements  of  income  to  be  adjusted 
upon  completion  of  contract  and  return  made  accordingly,  where  contractv  are  fully 
performed  in  one  year  income  resulting  from  performance  shall  be  returned  for  year 
in  which  actually  earned  and  determined.    (T.  D.  2690;  art.  121.) 

State  officers  or  employeea. 

Individual  who  contracts  with  State  or  any  political  subdivision  thereof,  for 
doing  of  specific  things,  completion  of  which  will  constitute  fulfillment  of  contract  on 
part  of  Ruch  individual,  is  not  an  officer  or  employee  of  the  State,  or  political  sub- 
division thereof,  within  section  4  of  the  income-tax  law,  and  amount  received. by 
him  is  to  be  accounted  for  as  income.    (T.  D.  2690;  art.  4.) 

Stamp  taxes — Corporate  stock,  issuance. 

Stamp  tax  does  not  apply  to  contract  or  agreement  by  corporation  to  issue  stock. 
(T.  D.  2599;  Dec.  3,  1917.) 

Sales. 

Contract  for  sale  of  real  estate,  providing  for  future  delivery  by  deed,  is  not  subject 
to  stamp  tax.     (T.  D.  2599;  Dec.  3,  1917.) 

The  term  **contract  of  sale' '  within  Regulations  No.  40,  Part  2,  relating  to  stamp 
taxes  upon  sales  of  products  or  merchandise  on  exchanges  for  future  delivery, 
includes  all  sales  or  agreemente  of  sale,  or  agreements  to  sell,  including  so-called 
transfers  or  ' 'scratched  sales.  *'    (T.  D.  2608;  Nov.  30,  1917.) 

Contracts  of  sale  of  cotton  for  future  delivery  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  for  each 
pound  of  cotton  involved  (to  be  paid  by  stamp);  tax  not  to  be  levied  on  contracts 
complying  with  conditions  prescribed.     (T.  D.  2558;  Oct.  26,  1917.) 

Services. 

Contracts  for  performance  of  services  are  not  subject  to  stamp  tax.  (T.  D.  2599; 
Dec.  3,  1917.) 

COOPEBATIVE  OBGANIZATIONS. 
Capital  stock  tax. 

Capital  stock  tax  does  not  apply  to  mutual  or  cooperative  telephone  company, 
income  of  which  consists  solely  of  assessments,  dues  and  fees  collected  from  members 
for  sole  purpose  of  meeting  its  expenses.     (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Tax  does  not  apply  to  domestic  building  and  loan  associations  and  cooperative 
banks  with  no  capital  stoek  organized  and  operated  for  mutual  purposes  and  without 
profit.     (T.  D.  2750,  art.  12;  Aug.  9, 1918.) 

Income  taxes. 

Cooperative  associations,  in  order  to  come  within  the  exemption  provided  iii  para- 
grapli  "Eleventh"  of  scH^tion  11  of  the  act  of  September  8,  1916,  as  amended,  must 
establish  to  satisfaction  of  collector  or  Commissioner  of  Internal  Revenue  fact  that 
f(»r  their  own  account,  they  have  no  net  income,  business  being  to  market  products 
of  their  members,  and  that  entire  proceeds  of  such  marketing  less  necessary  selling 
expenses  are  turned  back  or  paid  to  members  on  basis  of  quantity  •f  produce  fur- 
nished -by  them — quality  and  grade  being  considered — as  purchase  price  of  stich 
produce;  if  such  assc^ciations  purchase  for  cash  articles  of  produce  with  view  to 
S(>ning  for  gain,  it  will  be  held  tnat  such  associations  are  organized  for  profit  and  they 
will  be  held  taxable.     (T.  D.  2690;  art.  75.) 

( V)operative  dairy  companies  or  associations,  not  having  capital  stock  and  engaged 
in  collecting  milk  and  disposing  of  same  or  products  thereor,  and  distributing  pro- 
ceeds of  business,  less  necessary  operating  expenses,  among  their  patrons,  upon 
lYasis  of  (piantity  of  butter-fat  in  milk  furnished  by  such  patrons,  are  exempt  from 
tax;  if  company  purchases  milk  at  stipulated  price  and  disposes  of  same,  or  its 
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products,  at  »  profit,  «aid  micji  profit  inures  to  benefit  of  company  or  its  members 
on  any  basis  other  than  butter-fat  content  of  milk  furnished,  such  company  will 
come  within  requirements  of  law  and  will  be  subject  to  tax.    (T.  D.  2690;  art.  76.) 

Cooperative  societies,  associations  or  corporations  which  maJce  periodical  refund 
to  members  or  to  prospective  members  or  to  patrons  generally,  in  proportion  to  pur- 
chases made  by  recipient,  are  not  within  any  of  the  exceptions  or  exemptions  of  act 
September  8,  1916,  as  amended  by  act  October  3,  1917,  and  are  subject  to  its  pro- 
visions.   (T.  D.  2737;  June  19,  1918.) 

Where  refund  payments  are  made  in  accordance  with  by-laws  or  published 
niles  regularly  adhered  to,  they  are  to  be  regarded  as  discounts  or  rebates,  tending 
to  reduce  the  taxable  net  income  of  the  organisation.    (T.  D.  2737;  June  19,  1918.) 

Periodical  refui^ds  by  cooperative  organiasations,  which  are  sometimes  called 
'  'dividends, ' '  are  whollv  different  from  ordinary  dividends  based  on  stock  holdings 
and  need  not  be  listed  as  income  by  recipient;  where  recipient  claims  right  to 
deduct  -as  business  expenses  any  expenditures  on  which  iefund  is  based,  sum 
claimed  as  deduction  must  be  reduced  in  proportion  to  refund  received.  (T.  D. 
2737;  June  19,' 1918.) 

Refund  payments  made  by  a  cooperative  organizaticm  in  accordance  with  by-laws 
or  published  rules  regularly  adhered  to,  should  appear  as  added  item  of  cost  in 
detsHed  schedule  of  cost  items  submitted  with  the  oiganization's  return  of  income. 
(T.  D.  2737;  June  19,  1918.) 

Stamp  tax  on  inanrance  policiea. 

Merely  incidental  profit  earned  by  way  of  interest  on  its  invested  safety  funds  or 
on  its  bank  bidance  does  not  change  purely  mutual  character  of  company  or  indicate 
that  its  business,  though  thus  earning  a  profit,  is  "carried  on  for  profit,"  so  as  to 
require  the  stamping  of  policies  under  act  October  22,  1914.  (T.  D.  2743;  July  2, 
1918.    Ct.  Dec.) 

COPIES. 

Bxceoa  profita  and  income  tax  retuxna. 

See  "Excess  Profits  Taxes";  "Income  Taxes  (Corporations)";  "Income  Taxes 
(  individuals). '' 

COPYBIOHTS. 

Excesa  proilta  tax— Inveated  capital. 

Copyrights  paid  in  for  stock  or  shares  must  be  valued  at  either  actual  cash  value 
at  the  time  ofpayment  or  the  par  value  of  the  stock  or  shares  iasued  therefor,  which- 
ever is  lowec    (T.  D.  2694;  art.  56.) 

Rules  governing  cases  where  stock  or  shares  (or  stock  or  shares  and  bonds  or  other 
obligations)  have,  prior  to  March  3, 1917,  been  issued  for  a  mixed  aggregate  of  tangible 
property,  patents  and  copyrights,  and  good  will  or  other  in tagible  property,  stated. 
(T.  D.  2694;  art.  59.) 

Subject  to  limitations  stated  invested  capital  of  indi\ddual  is  measured  by  total 
of  actual  cadi  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises, 
and  other  tangible  properly.    (T.  U.  2694;  art.  66.) 

Patents  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not 
to  exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of 
tangible  property  paid  therefor,  but  only  if  bona  fide  payment  was  made  therefor 
specifically  as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

Income  taxea— Inveated  capital. 

Amounts  expended  ior  securing  copyright  and  plates  which  remain  in  possession 
of  aod  as  property  of  person  making  payments  are  investments  of  capital  and  can 
not  be  allowed  as  deductions.    (T.  D.  2690;  art.  8.) 

OOBDIALS. 

See  "Wines.*! 


Digitized  by  VjOOQIC 


142  caBP(»AXiOKS. 

COBPOBATIONS. 

Cs^ital  stock— Issue— Stamp  tax. 

Tax  uapoasd  hy  act  October  3,  1917^  oa  issue  of  capital  stock  attaches  to  issues 
of  certificates  representing  stock  never  before  issued,  iio  matter  when  authorized . 
(T.  D.  2752;  Aug.  14,  1918.) 

Tax  sQftposed  by  act  October  3^  1917,  doea  not  apply  to  issue  oi  votlofrtrust  cer- 
tificates, representiBg  stock  c^ificates  already  issued,  nor  to  mere  issue  of  new 
eertifiGatea  in  place  of  old  certificates  for  stock  previously  onAstaBdiag.  (T.  I). 
2752;  Aug.  14,  1918.) 

Tax.  imposed  by  act  October  3,  1917,.  applies  to  issuA  ol  certificates  of  shares  in 
so-called  Massachmsetts  trusts  and  other  unincorporated  asBodatioBs.  (T.  D. 
2752;  Aujf.  14,  1918.) 

Where  cerporation  iasuea  preferred  stock  in  place  oL  conimon,  or  one  kind  of  pre- 
ferred stock  w  place  ol  anotiiier  kind  o£  preferred  stock,  or  stock  without  par  value 
ia  place  ol  stock  with  par  value,  tax  imposed  by  act  Oct&bsr  3,  1917,  applies, 
e\'e&  thau^  totid  outstuiding  stock  .is  not  thereby  increased.  (T.  D.  2752;  Aug. 
14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  attaches  to  issue  of  {Mfeferred  and  coaunon 
etoek,.  whethfit  or  not  exchanged  for  eld  stock,  upon  reorganization  of  comoration 
under  section  24  ol  the  New  York  stock  Gorp<Bration  law  for  purpose  of  issuing 
stock  without  par  value,  but  tax  on  transfers  ol  stock  is  inapplicable  to  sutcendcr 
of  old  stock  in  exchauge  for  new  stock  pursuant  to  each  reorganiiaiion.  (T.  D. 
2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3, 1917,  attaches  toissue  of  stock  of  erttier  eorporatien 
in  additiaa  to  amadv  existtijig  steek  upon  merger  el  tmat  con^iaaiea  under  sections 
487-496  of  New  York  hawking  law,  but  such  tax  docs  not  attach  to  substitution 
ol  new  certificateB  lor  certifieatee  Kepseaentinc^  old  stock  of  merging  corponUion. 
(T.  1>.  2752;  Aug.  14,  1918.) 

A  stock  certificate  is  a  document  which  is  evidence  of  the  maaher  of  shoieB  of 
stock  which  the  holder  of  it  owns,  and  the  stamp  tax  is  laid  not  on  each  stock  certi- 
ficate that  is  issued  but  on  each  originai  rssue  of  certificates.  (T.  D.  3002;  Apr.  20, 
1920.    Ct.  Dec.) 

A  corporation  engaged  in  organization  iis  deemecT  to  issue  stock  when  it  obtains 
Bubsmption  for  it.     (T.  D.  3062;  Apr.  20v  Ism.    Ct.  Dec.) 

Issue  of  certificates  of  preferred  or  no  par  value  stock  in  lieu  of  outstMidin^  certi- 
ficates of  common  stock,  or  vice  vena,  is  not  an  original  issue  of  stock.  (T.  D.  3002; 
Apr,  20,  1920.    Ct.  Dec.) 

So-called  business  property  investment  bond,  whereinitia  certified  that  the  holder 
theceof  is  the  owner  of  interest  in  certain  specified  real  property,  legal  title  to  which 
was  previously  conveyed  to  a  trustee,  ana  whereby  corf>ORition  isHinaig  some  agrees 
to  manage  the  property  and  diirtribute  proceeds  in  certain  maanes,  is  not  sobject  to 
tax  as  a  certificate  of  stock.     (T.  D.  2795;  Feb.  2fJ,  1919.) 

FsHue  of  stock  by  a-  consoKdated  corporatbn,  in  exchaiM  for  stock  <rf  the  con- 
solidating corporations,  is  a  taxable  original  issue  under  act  October  3,  WIT.  (T.  D. 
2752;  Aug.  14,  1918.) 

Tax. imposed  by  act  October  3,  1917,  is  measured,  not  by  amount  paid  in,  on,  or 
for  the  stock,  but  by  the  fi^e  or  par  vadne  in  the  case  of  shares  barriDg  a  bee  or  par 
value,  and  by  the  actual  value  determined  by  the  market  prke  or  oHierwue  in 
case  of  shares  having  no  face  or  par  value  bnt  an  actual  value  m  excess  of  ^tO  a 
share.    (T.  D.  2752;  Aug.  14,  1918.) 

TrazMf  er— Stan^  tasea. 

Tax  imposed  by  act  October  3, 1317,  on  transfer  of  capital  stock,  applieir  to  trans- 
fer of  stock  to  or  from  voting  trustees  or  other  trustee?,  to  tiansfer  of  vodng  tmst, 
certificate?,  to  transfer  of  shares  in  so-called  MaasacfauBetts  trueta  and  other  nasocor- 
porated  associations,  to  transfer  of  right  to  receive  a  stock  dividend  already  declared, 
and  to  transfer  of  interejt  of  a  subscriber  for  stock,  howev'er  such  interest  may 
be  evidenced  er  c(»iditioned  npon  fortlier  paymeate.     (T.  D.  27i^  Aoi^  H^  1918.) 

Tax  imposed  by  act  October  3, 1917,  attaches  to  sales  or  transfers  of  stoek,  whether 
or  not  represented  by  certificates.    (T.  D.  2762;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
preferred  and  common  stock,  what&er  or  not  exchanged  for  old  stock,  upon  reor- 
ganization of  corporation  under  section  24  of  the  New  York  stock  corporation  law 
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for  pui^^ose  of  iBniing  ateck  without  paE.  value,  but  tax  oa  tcasufcufr  of  eUxk  is 
LnapplicaJ>fe  to  aiurender  of  old  stock  ul  exchange  for  new  stoek  pursusuit  to- such 
reorgani2aition.    (T".  D.  2752^,  Ajug.  U,  193:8.) 

Ta&  iHi[^ed  by  act  Qetobec  3,  Idib?,  dees  net  apply  to  atirreiider  ofi  eeitif  cates  in 
ojutiiaBge  fee  e&fir  eMtifict^s*  oepBMeatisg.  seme  er  uaw  stock,  provided  Hxeyi  are 
iflaufid«  to  tJiO'  saner  holder,,  ^et  does:  it  afxpi;;-  to  aiutenier  of  stoek  eertificates  for 
retivMOOfimt  aod  sadempliQit  for  ca^;  il,.  however,  cofperalien  buys^some  of:  its  own 
steckaiBb  traofifieRKit  to  kael^  yn^thie  or  not  it  intends  e^^ntually  to  eaneel  it, 
transfer  is  subject  to  tax.     (T.  D.  2752;  Aug.  14,  1918.) 

Ta«  impeaedi  bf  act  Oetebiee  3;  IMl,  di>e»  not  am>llf  to'  tEamdnr  of  ''sights "  to 
BubscnbeF  for  steek,  prior  to^  murew^  ok  the  dgtriv  aoiL  actaaL  9ai)6oapitxont  (T.  D. 
27.^2;  Am9.  M>  1M&.) 

Where,  as  under  section^  15^ ePthe^Ne^Yorit  stoek  eorpeBatioir  Hw,  providiDg 
for  mmi^  el  ovdsifliy  cosperalienav  acqnisalzwoL  ot  stock,  of  coEponHtieir  to  be  mer^ 
is  oewdfftien  miecedeni)  to-  merger;  taiasbs:  ot  sich.  steok.  to  mexgis^  eorperatton 
prior  to  actual  merger  is  taxable  under  act  October  3,  1917.  (IL  D.  ^52;  Augi  14, 
1918.) 

Tax  imposed  by  act  October  3,  1917,  does  not  attach  to  exchange  of  staek  certifi- 
cates of  m»cged*tx)rporatibn  for  stock  certificates  ofmerg^Bgcorporatioa  at  the  tuno 
«adi-  as  part  of  the  mergjer  of  trust  companies  under  sections  487-496  of  the  New 
York  banking  law,  nor  to  subatittttibn  of  new  certSficatea  for  old  certificatee  rep- 
resenting old  stoclrof  the  merging  corporation.    (T.  D.  2752^  Aug.  14,  1^8.) 

Surrender  of  stock  of  consolidating  corporations,  in.  eaBrfawyr  Snr  stoek  of  the 
consolidated  corporation^  is  not  a  taxable  transfer  under  act  October  3, 1017.  (T.  D. 
2752*  Aug.  14,  1918.) 

T&x  imposed  hy  act  October  3^  1917,.  is  meaaured)  net  by  amount  paid  in^  ea,  or 
fot  the  Btx>ck«  but  by  ihe.  &ce  or  pec  value,,  iit  the  case  oiskaeeB  haftring^a.faee  or  par 
value,  and  by  the  actual  value  doterjoioLed.  by  the  market  price  oi^  othecwiee^,.  in 
ease  of  shaie»  having  no  face  or  pas  value  but  aa  actual  vidue  in-  eicceas  of  $100  a 
share.    (T.  D.  2252^.  Aug..  14, 19lS.) 

Sale-by  Alien  Property  €ustodiaii^u£ahB]»reBtrBEtifixai4e»a£etBek^  innler  authority 
of  aeetioa  12  o£  the  trading- wkh  tdke-emmy  act  c^€tetoi)fflr6,.  10^,  affaraendisd,  his 
agreemenftBe  to  sell,  and  hia  transf  er  off  legpt  tatlte-  to^  centifiiTntton  ershaMsso'seld, 
are  not  subject  to  stamp  tax  imposed  by  schedule  A  of  Title  VIII  ol  the  act  of 
October  3,  J917.     (T.  D.  2786;  Jan.  29,  1919.) 

Train^  to  Alfen  Property  Custodian,  of  shares  or  certificates  of  stock,  in  com- 
pliance with  demaa<f  msEcfe  bjrbini  imdfer  the  trading  with  the  encmy;act  ot  October 
6|  )M7,  as-ammded)^  19  netsut^ject  to*8tinBiptnr  impmed'  by  Schedule  A  of  Title 
VHI,.aDt  oi  Oetober 3;  IW7:     (T.  D=  278«^  Tm.  29,  1^19*.) 

Ch^ital  stock,  tax. 

See- '  'Capital  Stoek  'Sas.' ' 

V'Ouitttioiis*'— ^  0OTporatiDii. 

The  torm  ' 'corporation,"  as  used  in  war  excess  profits  tax  regulations,  includes 
joint-stock  companies  or  associations,  no  matter  how  created  or  organized",  insurance 
coBi]^aiue9>.aadlilz]i4ed  pei3tiiei8yfM;.aadiiiniBai-etiierwiBeinddkari^  byt^e^ontext, 
term  wUI.  be  deemed  to  be:  usadi  oai^  wxth-  titis'  seope  oc-meaniaig^  (Tl  B.  2694 ; 
arts.  1^2^ 

* 'Corporation  "or  * 'corporations,''  asvused  in  Beptdations  No.  33,  relating  to  in- 
come tax,  construed  to  include  all  corj>oratiens,  jeuitetoplreeittpaioiastfliidjaBseeiai- 
tions,  and  all  insurance  companiea coming,  within  the  terms  of.  the  law,  aewell  as  all 
bnsinesa  trusts  orgsnized^  or  created  to  engage  in  commercial  or  indiistrial  entor- 
pneer,  capital  of-  wfiiclr  is  evidbnced  by  certificates  or  shanes  of  interest  issued  or 
MsuaM^te-memberron  the  basis- of  which,  profits  are  distributed'  or  distributable. 
(T.  I>.  Wm;  art-  ST.). 


The  term  ''dividend,"  within,  the  income  tax  law,  means  angr  distribution!  made 
OP  ofdepsd' to-be  madt?  by  a- corporation,  joint-stock,  company  or  aaflRpriation.,.  oc  iaxsur- 
anreeerapttny*,  ant  of  its  eacningv  orpronts  accrued  since  March  I,,  I91.3„ana.  payable 
tfrfts^areheiervwhedieriia'cafflbi-orinstock'of  the  corporatioa,4ointnatQck  company 
Of  ■uwuiaftim^orinBiifSHeg company.    (T.  &.  2690^  art.  1B6.) 
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DeflDitions — Continued. 
* 'Dividend "^=— Continued. 

Tlie  term  '  'dividend/'  as  used  in  war  excess  profits  tax  regulations,  has  the  same 
meaning  as  in  section  31  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of 
October  3,  1917,  to  wit,  any  dbtribution  made  or  ordered  to  be  made  by  a  corpora- 
tion, joint-stock  company,  association,  or  insurance  company,  out  of  its  eamio^  or 
profits  accrued  since  March  1,  1913,  and  payable  to  its  stockholders,  whether  in 
<!ash  or  in  stock,  which  stock  dividends  shall  be  considered  income,  to  the  amount 
of  earnings  or  profits  so  distributed;  unless  otherwise  indicated  by  the  context, 
t«nn  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D.  2694; 
arts.  1,  9.) 

The  act  of  September  8,  1916,  and  the  act  of  October  3,  1917,  in  excluding  divi- 
dends declared  out  of  earnings  or  profits  that  accrued  prior  to  March  1,  1913,  are  not 
intended  to  be  declaratory  of  the  meaning  of  the  term  "dividends"  in  the  act  of 
October  3,  1913.    (T.  D.  2731;  June  11,  1918.    Ct.  Dec.) 

A  dividend  declared  and  paid  by  one  corporation  in  the  stoick  of  another  is  not  a 
"stock  dividend"  within  the  accepted  meaning  of  that  term.  (T.  D.  2732;  June 
11,  1918.    Ct.  Dec.) 

"Foreign  corporation." 

The  term  "foreign  corporation,"  as  used  in  article  35  of  Regulations  No«  33* 
Revised,  means  one  not  organized  and  existing  under  the  laws  of  the  United 
States  or  of  any  State  or  Territory  thereof,  or  of  the  District  of  Columbia,  Porto 
Rico,  or  the  Philippine  Islands.    (T.  D.  2759;  Oct.  2, 1918.) 

-^ —  ' '  Limited  partnership. ' ' 

Limited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for 
limiting  liability  of  all  the  members,  provide  for  transferability  of  partnership 
shares,  and  capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are 
cor|K)rations  or  joint-stock  companies;  limited  partnerships  of  New  York  type, 
which  can  not  limit  liability  of  general  partners,  although  special  partners  enioy 
limited  liability  so  long  as  they  observe  statutory  conditions,  and  which  are  dis- 
solved by  death  or  attempted  transfer  of  interest  of  general  partner,  and  which  can 
not  take  real  estate  or  sue  in  partnership  name,  are  partnerships;  in  doubtful  cases 
limited  partnerships  will  be  treated  as  corporations  unless  they  submit  satisfactory 
proof  that  they  are  not  in  effect  so  organized.    (T.  D.  2711;  May  9,  1918.) 

Estate  tax — Bonds. 

Actual  interest  on  bonds  owned  by  decedent  accrued  to  day  of  death  must  be  re- 
turned as  a  portion  of  the  gross  estate.     (T.  D.  2483;  Apr.  20, 1917.) 

Under  section  202  of  act  of  September  8,  1916,  bonds,  both  foreign  and  domestic, 
owned  by  nonresident  decedents,  which  bonds  are  physically  situate  in  the  United 
States,  Hawaii,  or  Alaska  at  the  time  of  the  owner's  death,  must  be  returned  as  a 
portion  of  the  gross  estate;  where  bonds  are  physically  situate  outside  of  the  United 
States,  Hawaii,  or  Alaska,  they  need  not  be  so  returned;  bonds  owned  by  residents 
are  taxable,  regardless  of  where  situate  at  time  of  owner's  death.  (T.  D.  2530;  Oct. 
4,  1917.) 

Dividends. 

There  should  be  included  in  gross  estates  the  entire  di\ddend  declared  prior  to  day 
of  death  on  stock  owned  by  decedent  at  time  of  death,  whether  received  before  or 
after  that  day;  no  part  of  dividend  declared  after  death  should  be  included  in  the 
gross  esUte.    (T.  D.  2483;  Apr.  20,  1917.) 

Duties  of  transfer  agents,  etc. 

The  30-day  notice  must  be  filed  for  dividends  declared  prior  to  the  day  of  death, 
and  for  interest  payable  after  death  to  the  extent  of  the  portion  accrued  to  the  day  of 
death,  and  if  notice  be  filed  either  within  30  days  from  death  or  immediately  upon 
receipt  of  order  for  transfer  or  pa^^ment,  transfer  or  payment  need  not  be  postponed; 
if  tAx  is  not  paid  within  legal  penod,  proceedings  will  be  instituted  under  section  208 
of  the  act  of  September  8,  1916,  for  the  sale  of  the  property  and  the  payment  of  the 
tax.     (T.  D.  2490;  May  14,  1917.) 

The  30- day  notice  will  show  the  name  and  address  at  time  of  death  of  the  non- 
resitlent  decedent,  and  description  and  valuation  of  the  property  to  be  transferred 
and  paid,  and  the  name,  designation,  and  address  of  the  person  to  whom  transfer  or 
payment  is  made,  and  will  be  signed  by  the  proper  ofiicer  or  airent  of  the  corporation. 
(T.  D.  2490;  May  14,  1917.)      "^         -^        ^    ^  -*  i-- 
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Xatate  tax— Continued. 

Duties  of  transfer  agents,  etc. — Continued. 

The  diMgky  notice  mii«t  be  filed  wJien  the  corporation,  its  transfer  agent,  raster, 
or  paying  agent  i9  called  upon  to  make  transfer  of  stock  or  bonds,  or  to  pay  interest 
or  dividends  to  any  person  succeeding  in  right  thereto  a  stockholder  wr  oondholder 
who,  since  September  8,  1916,  has  died,  domiciled  outside  the  United  States, 
Hawaii,  or  Alaska.    (T.  D.  2490;  May  14,  1917.) 

Where  transfer  of  stock  or  bonds  or  payment  of  dividends  or  interest  theretofore 
legal  property  of  decedent,  whether  residenlror  nonresident,  is  made  to  or  upon  order 
of  an  executor  or  administrator,  acting  under  letters  granted  in  the  United  States, 
Hawaii,  or  Alaska,  the  corporate  agent  or  officer  will  not  be  required  to  file  the  30-day 
notice,  make  return,  or  pay  tax.    (T.  D.  2490;  May  14,  1917.) 

Konresident  decedents  owning  stock. 

Transfer  agents  of  corporate  stock  or  bonds,  receiving  into  possession  for  transfer 
purposes  such  personalty  of  nonresident  decedent,  may  not  release  to  foreign  admin- 
istrator or  executor  or  foreign  beneficiary  any  property  within  this  country  at  time 
of  decedent's  death  until  after  tax  due  has  been  paid  or  ancillary  letters  have  been 
taken  out  or  otherwise  provision  has  been  made  by  estate  for  satisfaction  of  tax  lien. 
(T.  D.  2454;  Feb.  28,  1917.) 

Securities  such  as  shares  of  stock  in  domestic  corporations  which  are  property 
withki  the  United  States  within  the  meaning  of  Title  11  of  the  act  of  September 
8,  1916,  depDsited  by  an  individual  not  resident  within  the  United  States  with  the 
British  Treasury,  for  which  certificates  of  deposit  were  issued,  are  at  the  death  of 
such  nonresident,  if  such  certificates  have  not  been  transferred,  a  part  of  his  gross 
estate  and  subject  to  estate  tax.    (T.  D.  2772;  Nov.  8,  1918.) 

Excess  profits  tax. 

See  "Excess  Profits  Tax." 
Excise  taxes — Action  to  recover. 

Though  what  is  necessary  exi)ense  of  operation  and  what  is  reasonable  allowance 
for  prc^erty  depreciation  are  ultimately  questions  of  fact,  so  far  as  they  involve  l^;al 
questions  the^  are  absolutely  judicial  questions,  and  declaration  in  suit  to  recover 
tax  which  fails  to  show  making  of  new  assessment  by  Commissioner  of  Internal 
Revenue  is  therefore  not  demurrable.    (T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

Section  38  of  the  act  of  August  5, 1909,  does  not  make  remedv  by  way  of  reassess- 
ment by  Commissioner  of  Internal  Reven\e  exclusive  of  all  other  remedies  for  col- 
lection of  excise  tax,  and  suit  may  be  brought  under  section  3213,  Revised  Statutes, 
in  any  proper  form  of  action,  before  an^  circuit  or  district  court  of  United  States  for 
district  within  which  liability  to  tax  is  incurred  or  where  party  from  whom  tax  is 
due  resides  at  time  of  commencement  of  action,  without  any  such  reassessment. 
(T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

Where  declaration  in  action  to  recover  tax  expressly  avers  that  alleged  deductions 
were  not  reasonable  allowances  for  depreciation,  if  more  definite  or  detailed  infor- 
mation is  needed  to  enable  defendant  to  plead  or  prepare  for  trial,  remedy  is  by  bill 
of  particulars.    (T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

Brokerage  business. 

The  case  of  Altheimer  Sc  Rawlings  Investment  Co.  v.  Allen  holds  that  a  corpKoration 
which  did  a  brokerage  business  and  bought  securities  for  customers  who  paid  only 
part  of  the  price,  payine  interest  on  balances,  corporation  also  paying  for  securities 
purchased  only  part  of  the  price  and  paying  interest  on  balances,  including  in  return 
of  gross  income  difference  oetween  interest  received  and  interest  paid,  made  incor- 
rect return;  interest  received  bv  corporation  from  its  customers  should  be  included 
in  gross  income  and  interest  paid  by  tne  corporation  on  said  purchases  is  allowable  as 
interest  payable  on  its  bonded  or  other  indebtedness.  (T.  D.  2441;  Feb.  8,  1917. 
T.  D.  2686;  Apr.  1,  1918.    Ct.  Decs.) 

««Doing  business." 

The  term  ''doing  business,"  as  used  in  act  of  August  5,  1909,  is  that  which  occti- 
pies  the  time,  labor,  and  attention  of  man  for  the  purpose  of  a  livelihood  or  profit; 
a  cornoration  which  has  reduced  its  actixitiee  to  the  owning  and  holding  of  property 
and  the  disposition  of  its  avails,  and  doing  only  the  acts  necessary  to  continue  their 
status,  is  not  '*  doing  business,"  and  one  which  is  still  active  in  maintaining  its  opera- 
tion for  the  purpose  of  continued  efforts  for  profit  and  gain  and  such  activities  as  are 
essential  to  those  purposes  is  regarded  as  "doing  business."  (T.  D.  2436;  Jan. 
19, 1917.  Ct.  Dec.) 
70420**— 21 10 
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Ezdae  taxes— Continued. 

"Falae." 

Thewmd  "false"  as  used  in  tbe  fiftii  sub^irisioB  of  seetsoD  3S<yf  tke  set  of  August 
5>  1909,  means  ^untrue"  or  "mconect/'  sad  does  not  necesBSfily  mean  intention- 
atly  or  fraodulently  false.    fP-  !>•  2697;  Apr.  16,  1918.    Ct.  Dec.) 

Income. 

Mon^^  received  by  corporation  in  (uiyment  for  iron  ore  under  contracts  made  as 
so-called  royalties,  lield  to  amount  to  income  so  as  to  bring  such  payments  within 
scope  of  corporation-tax  act  of  August  5,  1^9.  (T.  D.  2436;  Jan.  1%  1917. 
Ct.  Dec.) 

Iron-ore  leases  under  eoasidecation  in  case  of  United  States  v.  Biwabik  Mining  Co., 
decided  by  the  Supreme  Court  of  the  United  States,  held  not  to  be  conveyances  of 
ore  in  place,  but  to  oe  grants  of  privilege  of  entering  upon,  discovering,  and  dmrelop- 
ing  and  removiitf  tlie  minerals  mnn  the  land  (Sargent  Lfloid  Co.  case,  2^  U.S.,  503, 
foflowed).    (T.  D.  2721;  June  4,  1918.    Ct.  Dec.) 

In  ascertainmont  of  net  income  under  tbe  corporation  excise  tax  act  of  1909,  mining 
corporation  is  not  entitled  to  deduction  against  gross  proceeds  from 'the  mining  and 
treatment  of  ores  to  the  extent  of  the  gross  value  of  the  ore  in  the  ground  before  it  was 
mined,  ascertained  in  compliance  with  T.  D.  1675.  (T.  D.  2722;  June  4,  1918. 
Ct.  Dec.) 

Consideration  of  ^itire  proceeds  of  conversion  of  capital  assets  as  constituting  same 
capital,  changed  only  in  form  and  containing  no  element  of  income,  althoi^  in- 
cluding an  increment  of  value,  is  inconsistent  with  general  purpose  of  the  corpora- 
tion excise  tax  act  of  1909.    (T.  D.  2723;  June  4,  1918.    Ct.  Dec.) 

The  word  "income,"  as  used  in  the  corporation  excise  tax  act  of  1909,  imports 
something  entirely  distinct  from  principal  or  capital  either  as  a  subject  of  taxatien 
or  as  a  measure  of  the  tax,  conveying  rather  the  idea  of  gain  or  iacNMBe  arisuig  from 
current  activities.    (T.  D.  2723;  June  4,  1918.    Ct.  Dec.) 

The  gain  on  a  sale  of  timber  acquired  by  a  lumber  manufacturing  company 
before  ^nuary  1, 1909,  and  converted  into  money  after  that  date,  is  income  within 
the  meanii^  of  the  corporation  excise  tax  act  of  1909,  but  only  such  portion  of  the 
gain  as  accrued  subsequent  to  December  31,  1908,  is  taxable.  (T.  D.  2723;  Juno 
4,1918.    Ct.  Dec.) 

In  order  to  determine  whether  there  has  been  gsln  or  loss  and  the  amount  of  the 
gain,  if  any,  an  amount  must  be  withdrawn  from  the  gross  proceeds  of  sale  sufficient 
to  restore  tno  capital  value  that  existed  on  December  31,  1908,  notwithstanding 
any  increment  of  ^'alue  up  to  that  time  had  not  been  entered  on  the  plaintiffs  hooks 
of  account.    (T.  D.  2723;  June  4,  1918.    Ct.  Dec.) 

The  corpocatiou  excise  tax  act  of  1909  measured  the  tax  by  any  income  received 
within  the  year  from  which  the  assessment  was  levied,  whether  it  aocrued  within 
that  year  or  in  some  preceding  year  while  the  act  was  in  effect;  but  it  excluded 
an  income  that  accrued  prior  to  January'  1,  1909,  although  afterwards  received 
while  the  act  was  in  effect.    (T.  D.  2724;  June  4,  1918.    Ct.  Dec.) 

The  act  of  March  2, 1867,  with  certain  exceptions,  taxed  only  such  gains  or  profits 
as  might  be  realized  from  a  business  transaction  begun  and  completed  during  the 
preceding  year,  but  the  langu^e  of  the  corporation  excise  tax  act  of  1W&  is  dif- 
teBeitt  in  material  partunilavs;  Gray  v.  DarfiiKton  (15  Wall.,  62),  whiek  construed 
the  former  act,  is  accerdtngiy  not  contmUing.  <T.  D.  2724;  June  4,  1918. 
Ct,  Dec.) 

Whether  determination  of  wHtk  of  ca^Mtal  assets  on  December  31,  19<>8,  should 
be  made  by  taking  inventory  upon  basis  of  market  values  then  existing,  or  whether 
entire  increment  awruing  between  time  of  acquiring  and  time  of  dispjosing  of  assets 
eiiMHild  be  prorated  as  if  it  had  arisen  through  a  series  of  gradml  and  imperceptible 
angmentations,  is  matter  of  detail,  to  be  settled  according  to  best  evidence  ootain- 
able  and  in  accordance  with  valid  departmental  regulations.  (T»  D.  2724;  June  4, 
1918.    Ct.  Dec.) 

Sale  of  stock  of  a&otiier  corporation  resulted  in  gain  or  profit  to  extent  of  difiterence 
between  buying  and  selling  prices,  there  being  no  merit  in  contention  thai  interest 
should  be  added  to  purchase  price  in  order  to  ascertain  its  cost,  and  so  much  of 
proiEts  as  may  be  deemed  to  have  accrued  subsequent  to  December  31,  1908,  must 
be  treated  as  part  of  grow  income.    (T.  D.  2724;  June  4,  1918.    Ct.  Dec.) 

Baihoad  corporation  puichastng  stock  ia  another  corporation  lor  inveaUsent 
prior  to  January  I,  1909,  is  taxable  with  respect  to  so  much  of  a  profit  upos  the 
sale  of  stock  as  accrued  after  December  31,  1908.  (T.  D.  2725;  June  4,  ldl8. 
Ct.  Dec.) 
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Bxcise  taxea — Continued. 
laeozne — Continued. 

A  steamflhip  compaay  is  entitled  to  deduct  £coia  gioas  income  in  annual  tax 
returns  required  by  section  38  of  the  act  of  August  5,  1909^  amounts  ^id  out  for 
ordinary  and  necessary  repairs  in  the  maintenance  and  operation  of  its  business 
and  property,  and  in  addition  a  reasonable  allowance  for  depreciation  of  property, 
if  any.    (T.  D.  2773;  Nov.  S,  1918.    Ct.  Bee.) 

Definition  of  "paid-up  capital  stock"  by  a  local  State  statute  is  not  controlIii)g 
on  a  Fc'deral  court  construing  the  corpoBation  excise  tax  act  of  19t)9,  which  is  ap- 
plicable to  all  States.    (T.  D.  3004;  Apr.  21,  1920.    Ct.  Dec.) 

WTiere  there  has  beea  net  decrease  in  reserve  funds  required  to  be  niainU^inod 
by  insurance  company,  so  much  of  decrease  as  is  released  to  general  uses  of  the 
company  and  increases  its  free  assets  is  income  to  the  companv.  (T.  D.  3013;  May 
3,  im    Ct.  Dec.) 

Premiums  paid  to  agents  of  insurance  company  but  not  remitted  to  company 
during  year  are  received  by  the  comx»any  and  should  be  returned  as  part  of  its  gross 
income  for  year  in  T^hich  paid  to  its  agents.     CT.  D.  3013 ;  May  3, 1820.    Ct.  Dec. ) 

Taxes  paid  to  a  State  by  various  corporations  upon  «haxes  of  their  stock  owned  by 
another  corporation  are  not  deductible  from  gross  income  of  latter  corporation  as 
taxes  "paid  by  it/'  such  taxes  being  not  prid  by  this  corporation,  but  being  paid 
in  its  behalf  by  other  corporations.    (T.  T).  2927;  ?ept.  30, 1919.    Ct.  Dec.) 

Interest  paid  by  corporation  on  sum  representing  premivms  received  from  sale 
of  its  stock  can  not  be  deducted  in  ascertainins:  net  income  subject  to  tax  under 
section  38  of  the  act  of  August  5,  1909.     (T.  D.  ^80;  July  3, 1919.) 

Indebtcdxtees  upon  which  interest  may  be  taken  as  a  deduction  under  the  act 
of  August  5,  1909,  can  not  be  ^eater  than  per  value  of  capital  stock  paid  \vp  and 
outstanding;  in  computing  paid-up  capital  stock,  a  surplus  created  by  papng  a 
premium  on  capital  stock  frabscribed  for  cannot  be  addca  in  determining  indebted- 
ness upon  whidi  interest  may  be  deducted.    (T.  D.  SON;  Apr.  21, 1920.    Ct.  Dec.) 

Stock  dividends  are  not  income  within  the  meaning  of  the  act  of  August  5, 1909. 
(T.  D.  3006;  Apr.  22, 1920.    Ct.  Dec.) 

Cash  di\idcnds  declared  from  surplus  earned  pertly  before  and  partly  after 
Januaiy  1,  1909,  were  income  to  the  stockholder  (or  the  year  in  which  declared. 
(T.  D.  3006;  Apr.  22,  1920.    Ct.  Dec.) 

Where  corporation  sold  bonds  at  discount  during  1906,  1907,  and  1908,  no  de- 
duction from  gloss  income  for  years  1S09, 1910^  and  1911,  of  sums  set  aside  by  cor- 
poration to  pay  such  discoimt  at  mattu*ity  of  bonds  is  permitted.  (T.  D.  2944; 
Nov.  8, 1919.    Ct.  Dec.) 

In  ascertaining  net  income  of  a  corporation  under  section  38  of  the  act  of  August 
5, 1909,  which  has  taken  title  to  real  property  subject  to  mortgage,  but  has  not  as- 
sumed indebtedness  secured  th^eby,  interest  paid  oa  indebtedness  may  be  de- 
ducted as  payments  required  to  be  made  as  condition  to  continued  use  or  posses- 
sion of  the  property.    (T.  D.  2787;  Jan.  31,  1919.) 

ineurance  companies  owning  securities  taken  at  market  value  may  not,  imder 
sectioQ  38  of  th«  act  €ft  Augnst  5. 1909,  deduct  from  nosB  income  as  depreciation  the 
net  derrease  in  market  viinie  ol  ecR^h  eeciiritiee;  sums  due  the  United  States  t^e  a 
valid  olfaet  as  against  avtount  louad  due  taxpayer  in  suit  against  collector,  tiiough 
included  therein  are  items  which  Commissioner  did  not  claim  to  be  due  die  United 
States  when  considering  the  return  for  assessment  purposes.  (T.  D.  2882;  July  3, 
1919.) 

"Paid-up  capital  stock,"  as  used  in  section  38  of  the  act  of  August  5, 1909,  means 
such  an  amount  received  by  the  corporation  as  does  not  exceed  the  par  value  of  the 
outstanding  shares,  plus  amount  received  for  any  part-paid  stock;  such  term  does 
not  mean  the  aggregate  amoimt  (whether  more  or  leas  t£an  par  value)  received  by 
the  corp^naticm  ior  the  fftLares.  the  full-paid  stock  receipts,  and  part>-paid  stock  re- 
ceipts iwued  by  it.    (T.  D.  2896;  July  21, 1919.    Ct.  Dec.) 

I&terest  which  accrued  prior  to  1909  and  was  paid  in  1911  wa9  not  income  within 
the  act  of  Augu.st  5,  1909.     (T,  D.  3048;  July  26,  1920.) 

In  the  case  of  a  mutual  life  insurance  compajiy.  transacting  biainess  on  the 
level-premium  plan,  the  surplus  out  of  which  dividends  are  paid  in  any  year  con- 
sists of  tlie  ascertained  overpayments  of  premiums  for  the  preceding  year.  There- 
fore suri)lufi  for  the  year  1909  was  received  prica:  to  the  time  the  act  became  effective 
and  dividends  paid  out  of  such  surplus  and  spplied,  at  the  option  of  the  policy- 
holder, to  purchase  paid-up  additions  and  annuities  or  in  partial  payment  of  renewal 
premiumsi  were  not  income  for  the  year  in  which  they  were  applied.  The  surplus 
from  premiums  out  of  which  the  dividiMids  for  tlio  year  1910  were  declared  was  a 
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Ezdse  taxes— Continued. 

Income — Continued. 

part  of  the  income  for  the  year  1909  and  formed  a  bacuB  for  taxation  for  that  year. 
(T.  D.  3057;  Aug.  16,  1920.    Ct.  Deo.) 

Premiums  due  and  deferred  and  interest  due  and  accrued  but  not  actually  col- 
lected in  cash  within  the  taxable  year  are  not  income  '* received."  (T.  D.  3057; 
Auir.  16,  1920.    Ct.  Dec.) 

Interest  on  policy  loans,  which  by  the  terms  of  the  contract  was  added  to  the 
principal  when  it  became  due,  does  not  constitute  income  where  it  remains  unpaid 
by  the  policyholder.    (T.  D.  3057;  Aug.  16,  1920.    Ct.  Dec.) 

The  premium  receipts  of  "every  insurance  company"  by  whatever  name  they 
are  called  are.  unless  specifically  exempted  by  the  terms  of  the  taxing  statutes  in 
question,  a  part  of  such  company's  gross  income.  (T.  D.  3078;  Oct.  13,  1920. 
Ct.  Dec.) 

Premium  deposits  made  in  advance  by  members  of  a  mutual  insurance  com- 
pany to  cover  estimated  losses  and  expenses  are,  so  long  as  the  payment  thereof 
constitutes  the  consideration  for  contract  of  insurance,  insurance. premiums  con- 
stituting gross  income  <rf  the  company.    (T.  D.  3078;  Oct.  13, 1920.    Ct.  Dec.) 

Moneys  received  by  way  of  interest  upon  bank  balances  and  from  investment 
of  such  portion  of  premium  deposits  as  are  not  currently  required  for  the  payment 
of  losses  and  expenses  are  profits  earned  by  an  insurance  company  subject  to  tax. 
(T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Depreciation  or  depletion. 

The  term  ''depreciation  of  property"  is  used  in  act  of  August  5, 1909^  in  its  ordi- 
nary and  usual  sense  as  understood  b>r  business  men;  no  allowance  i^ould  be  made 
for  depreciation  on  account  of  depletion  of  property  by  removing  ores  from  mines 
in  question;  value  of  the  mine  is  lessened  by  the  partial  exhaustion  of  the  proper^, 
but  such  exhaustion  of  the  body  of  the  ore  can  not  be  deemed  depreciation.  (T.  D. 
2436;  Jan.  19,  1917.    Ct.  Dec.) 

Lessee  of  mining  property  may  not  deduct  proportionate  value  of  ore  in  place  on 
January  1,  1909,  with  respect  to  each  ton  of  ore  mined,  as  so  much  depletion  of 
capital  assets,  but  may  deduct  proportionate  part  of  royalty  paid  in  advance.  (T. 
D.  2721;  June  4,  1918.    Ct.  Dec.) 

For  purpose  of  determining  net  income  for  basis  of  taxation  under  the  corpora- 
tion excise  tax  act  of  1909,  mining  corporation  may  not  deduct  from  its  gross  income 
any  amount  whatever  on  account  of  depletion  or  exhaustion  of  ore  bodies  paused 
by  its  operations  for  year  for  which  tax  is  assessed.  (T.  D.  2722;  Jiine  4,  1918. 
Ct.  Dec.) 

Decreases  in  the  value  of  assets  of  an  insurance  company  through  amortization 
of  premiums  on  bonds  are  mere  book  adjustments  ana  are  not  deductible  afi  an 
item  of  depreciation.    (T.  D.  3057;  Aug.  16, 1920.    Ct.  Dec.) 

Interest  on  indebtedness. 

According  to  the  case  of  Boston  Terminal  Co.  v.  Gill,  decided  by  the  circuit  court 
of  apneals  on  October  25, 1917,  interest  on  bonds  or  other  indebtedness  is  an  allow- 
able ueduction  from  gross  income  only  to  the  amount  paid  upon  bonded  or  other 
indebtedness  not  exceeding  the  corporation's  paid-up  capital  stock.  (T.  D.  2671; 
Mar.  U,  1918.    Ot.  Dec.) 

• Liberty  bonds. 

Corporation  owning  Liberty  bonds  is  not,  to  that  extent,  exempt  from  franchise 
taxes,  excise  taxes,  and  other  corporation  taxes  of  the  United  States,  and  of  the 
several  States.    (T.  D,  2512;  June  8,  1917.) 

• Market  value  of  stock. 

Market  value  of  stock  on  December  31, 1908,  mav  be  determined  by  an  inventory 
taken  as  of  that  date,  and  the  stipulated  fact  of  the  market  value  of  the  stock  on 
that  date  may  be  accepted  as  supplying  the  lack  of  an  inventory.  (T.  D.  2725; 
June  4,  1918.    Ct.  Dec.) 

•»—  Mutual  fire  insurance  companies. 

A  corporation,  organized  to  insure  its  members,  limited  to  jewelers  and  dealers 
in  goods  ordinarily  carried  in  the  jewelry  trade  against  loss  or  damage  by  fire,  theft, 
barratry,  embezzlement,  and  transportation,  which  requires  each  member  to 
deposit  in  advance  a  definite  sum  sufficient  to  cover  estimated  losses  and  expenses 
for  the  ensuing  year,  the  balance  of  such  deposits  being  returned  to  members,  is  a 
mutual  fire  insurance  company  and  subject  to  the  taxes  imposed  by  the  act  of 
August  6,  1909.    (T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 
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Excise  taxes — Continued. 
Nature  of  tax. 

Tax  impoeed  hy  act  of  Au^st  5^  1909,  is  not  an  income  tax,  but  is  an  exi^ine  tax, 
imposed  upon  doing  of  busmesB  in  corporate  capacity,  and  measured  in  amount 
by  net  income,  as  defined  by  section  38  of  the  act.  (T.  t).  2710;  Apr.  22,  1918. 
(.'t,  Dec.) 

I^iegislative  purpose  of  corporation  excise  tax  act  of  1909  was  not  to  tax  property 
88  such,  or  the  mere  conversion  of  property,  but  to  tax  the  conduct  of  the  business 
of  corporations  oiiganized  for  profit  by  a  measure  based  upon  the  gainful  returns 
from  their  business  operations  and  property  from  the  time  such  act  took  effect. 
(T.  D.  2723;  June  4,  1918.    Ct.  Dec.) 

Organization  for  profit, 

.  Corporations  organized  under  the  laws  of  Minnesota,  not  for  charitable  or  eleemo- 
synary purposes,  but  for  the  pecuniary  advantage  of  their  shareholders,  are  * 'organ- 
ized for  profit"  within  the  meaning  of  the  corporation-tax  law  of  August  5,  1909. 
(T.  D.  2436;  Jan.  19,  1917.    Ct.  Dec.) 

Where  profit  was  one  of  the  substantial  objects  of  the  or^nization  of  a  corpora^on. 
incorporated  to  provide  and  operate  a  terminal  for  certain  railroads,  it  is  or»imzea 
for  profit  within  the  meaning  of  the  act  of  August  5,  1909.  (T.  D.  2671;  Mar.  11, 
1918.    Ct.  Dec.)  . 

' Public  utilities. 

Moneys  received  for  service  connections  and  pipe  extensions  are  not  permitted 
to  be  deducted  from  gross  amount  of  income^  as  tney  do  not  come  within  any  of  the 
permitted  classes  of  deductions  mentioned  in  the  act  of  August  5,  1909;  moneys  so 
expended  are  invested  in  permanent  improvements  which  tend  to  enhance  the 
rental  and  the  market  value  of  the  water  system.  (T.  D.  2475;  Apr.  4,  1917. 
Ct.  Dec.) 

Fact  that  corporation  was  a  public  utilities  corporation  which,  under  the  laws  of 
the  State  of  California,  was  not  owner  of  property  but  mereljr  intrusted  with  use 
thereof,  which  it  must  devote  to  the  public,  does  not  entitle  it  to  more  favorable 
treatment  than  other  corporations,  it  being  a  corporation  oiganized  for  profit, 
having  a  capital  stock  represented  by  shares,  and  the  act  of  August  5,  1909,  making 
no  exceptions  in  favor  of  public  utilities.    (T.  D.  2475;  Apr.  4,  1917.    Ct.'Dec.) 

Refund. 

Under  the  provision  of  section  14,  paragraph  (a),  act  September  8,  1916,  that 
.  upon  examination  of  any  return  of  income  made  pursuant  to  Title  I,  the  act  of 
August  5,  1909.  and  act  of  October  3,  1913,  if  it  shall  appear  that  amounts  of  tax 
have  been  paid  in  excess  of  those  properly  due,  the  taxpayer  shall  be  permitted 
to  present  a  claim  for  refund  thereof  notwithstanding  provisions  of  section  3228 
of  the  Revised  Statutes,  claims  for  refund  which  have  once  been  rejected  by  the 
Commissioner  because  of  the  statute  of  limitation  in  existence  at  that  time  may 
be  reopened;  claims  rejected  can  also  be  reopened  if  the  questten  involves  an 
examination  of  the  return     (T.  D.  2396;  Nov.  1,  1916.) 

Evidence  sustiiining  allegations  of  incorrectness  in  returns  by  corporations  sub- 
ject to  tax  imposed  by  act  of  August  5,  1909,  need  not  be  set  out  in  the  declaration 
suit  to  recover  such  tax.    (T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

According  to  decision  in  case  of  Chicago  &  Alton  Railroad  Co.  r.  United  States, 
decided  by  Court  of  Claims,  December  3,  1917,  where  railroad  company  sold  bonds 
and  equipment  notes  at  discount  in  1906  and  books  showed  that  loss  was  entirely 
charged  off  under  profit  and  loss  account  for  that  year,  and  company  in  making 
returns  under  act  oi  August  5, 1909,  for  purpose  of  assessment  of  excise  tax  for  years 
1911  and  1912,  failed  to  deduct  proportionate  amount  of  discount  sustained,  it  has  no 
right  to  refund  of  such  amount.    (T.  D.  2631;  Jan,  19,  1918.    Ct.  Dec.) 

Acx'ording  to  the  decision  in  the  case  of  Camp  Bircl  (Ltd.)  v.  Howbert,  decided 
by  circuit  court  of  appeals,  at  the  December  term,  1917,  a  corporation  which  under- 
stated in  its  original  return  the  amount  for  which  it  was  subject  to  tax  may  not 
recover  any  part  of  a  second  assessment  paid,  although  original  return  was  made  in 
good  faith  and  without  any  intention  to  escape  lawful  tax.  (T.  D.  2661;  Mar.  5, 
1918.    Ct.  Dec.) 

Filing  of  amended  returns  does  not  constitute  beginning  of  new  proceedings 
which  so  supersede  the  original  returns  as  to  remove  bar  imposed  by  sections  3227, 
3228,  Revised  Statutes,  against  claims  by  taxpayers  for  refund  of  taxes  paid  upon 
original  returns  and  assessments.    (T.  D.  3013;  Hay  3,  1920.    Ct.  Dec.) 
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Excise  taxes — Continued. 
Reserve  funds. 

Rescnrc  funde  required  by  niies  and  regulatimn  of  State  insurance  departments, 
promulgated  in  the  exercise  of  approjHriate  poiver  conferred  by  statute,  are  reserve 
funds  '^required  by  law  "  within  meaning  of  taxing  acts.  (T.  D.  3013;  May  3, 1920. 
Ct.  Dec.) 

Assets  required  to  be  held  by  insurance  company  to  meet  ordinary  running 
expenses,  such  as  taxes,  salaries,  reinsurance,  and  unpaid  brokerage,  are  not  reserve 
funds  *^ required  by  law"  for  purpose  of  detemdmng  wfaeliier  there  has  been  net 
addition  to  Teaerve  funds  withm  tne  year.    (T.  D.  3013;  May  3,  1920.    Ct.  Dec.) 

According  to  the  decision  of  the  Supreme  Court  of  the  United  States,  in  the  case 
of  McCoach  v.  Insurance  Go.  of  North  America,  decided  at  the  October  term,  1916, 
fire  insurance  companies  are  not  required  by  law  of  Pennsylvania  to  hold  a  resenre 
against  unpaid  losses,  within  the  meaning  of  the  act  of  August  5,  1909.  (T.'D. 
2501;  June  18. 1917.    Ct.  Dec) 

The  words  "resor\'e  funds,"  as  used  in  act  of  Augusts,  1909,  have  reference  to  the 
funds  ordinarily  held  as  against  the  contingent  liability  on  outstanding  policies. 
(T.  D.  2501;  June  18, 1917.    Ct.  Dec.) 

The  reserve  funds,  the  net  addition  to  which  is  to  be  deducted  from  tiie  gross 
income  of  a  life  insurance  company  in  computing  its  net  inconxe,  are  those  funds 
which  are  built  up  to  mature  the  poUcy,  and  do  not  include  fimds  reserved  because 
of  liabilities  on  supplemontary  contracts  not  involving  life  contingencies  and  can- 
celed ploicies  upon  which  a  cash-surrender  value  may  be  demanded.  (T.  D.  3057; 
Aug.  16,  1920.    Ct.  Doc.) 

Bretroactive  operatioa  of  etatute. 

Section  14  of  the  act  of  September  8, 1916,  amending  section  3225,  Revised  Stat- 
utes, providing  that  it  shall  not  apply  to  statements  or  returns  made  or  to  be  made 
in  good  faith  regarding  annind  depreciation  of  dl  or  gas  wells  and  mines,  does  not 
purport  to  be  retroactive  in  its  operation.    <T.  D.  2661;  Mar.  6,  1918.    Ct.  Dec.) 

SeUing  corporations. 

Tiie  tranter  of  the  output  of  a  manufacturing  corporation  to  ainUing  corporation, 
of  which  its  owns  all  the  cspital  stock,  is  a  sale  within  the  meaning  of  tne  act  of 
October  3,  1917,  subjecting  the  manufacturing  corporation  to  a  tax,  provided  the 
price  at  which  articles  are  sold  or  charged  to  tne  distributing  corporation  is  no  less 
than  is  charged  to  independent  outside  distributors  under  similar  conditions. 
'     (T.  D.  2i47;  Oct.  22,  1917.) 

In  case  of  selling  corporation  owning  substantially  all  the  stock  of  a  manufacturing 
corporation  which  nominally  sells  all  or  part  of  its  products  to  seDiiig  corporation, 
manufacturing  corporation  is  regarded  as  a  manufacturing  agent,  and  taxable  sales 
are  those  made  by  selling  corporation.    (T.  D.  2719;  Art.  V.) 

TermixiAl  railway  company. 

Where  terminal  railwinr  company,  organized  to  perform  terminal  services  for 
for  railroad  companies  which  own  its  stodc,  and  such  railroajl  companies  which 
own  its  stock,  and  such  railraod  companies  and  a  trust  compiany  enter  into  such 
arrangement  whereby  trust  company  made  a  loan  to  such  terminal  company, 
secured  by  pledge  by  railroad  oompanies  of  the  stock,  latter  companies  agreeing 
to  pay  annual  interest  and  sinking  lund  requirement  of  loan,  evidenced  by  bqnds 
secured  by  mor1^;agc  on  terminal  company^s  pn^erty,  payments  of  installments 
of  interest  and  sinking  fund  were  but  payments  of  rent  oy  railroad  companies  to 
terminal  company  to  be  accounted  for  as  part  of  ite  income,  as  rent  would  be,  though 
made  direct  to  trust  company.    (T.  D.  2710;  Apr.  22,  1918.    Ct.  Dec.) 

Floor  tax—^RetaU  stock. 

Where  boc^eepiag  and  stock  keeping  of  wholesale  and  retail  departments  of 
estabUsfaments  are  kept  separate,  th^  will  be  regarded  as  if  they  were  separate 
jund  distinct  departments,  and  retail  stock  will  not  be  subject  to  floor  tax.  fT.  D. 
2547;  Oct.  22,  1917.) 

Income  taxes. 

See  ' '  Income  Taxes  (Corporatiomi),". 
— — —  Stodcholders. 

See  ''Income  Taxes  (Individuaia).". 
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''Person"  includes,  when. 

The  word  ''person"  within  Regulations  No.  40,  Part  1^  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  the  plural  as  well 
as  the  singular,  and  shall  be  taken  to  refer  to  iBdividualB,  partoerahipa,  anociations, 
and  corporatioDS,  except  where  it  is  plain  from  the  context  that  dknerent  meaning 
is  intended.    (T.  D.  2w)8;  Nor.  30,  1917.) 

Btmrnp  tnes — Articles  of  incorporaiicn. 

Articles  of  incorporation  are  not  subject  to  stamp  tax.    (T.  D.  2599;  Dec.  3, 1917.) 

Bonds. 

Instruments  containing  essential  features  of  promissory  note  but  issued  by  corpo- 
rations in  numbers,  under  trust  indenture,  either  in  r^i^iatared  form  or  with  coupons 
attached,  embodying  provisions  for  acceleration  of  maturity  in  event  of  default  by 
obligor,  for  optional  registration  in  care  of  bearer  bonds,  for  authentication  by 
trustee,  and  sometimes  for  redemption  before  maturity,  or  similar  provisions,  are 
bonds  within  meaning  of  Schedule  A  of  Title  VIII  of  act  of  October  3,  1917, . 
whether  called  bonds,  debentures,  or  notes.    (T.  D.  2718,-  May  14, 1918.) 

Bonds  of  a  private  corporation  delivered  by  it  to  the  United  States  Housing 
Corporation  as  collateral  security  foe  a  loan  to  aid  the  borrower  in  performing  its 
contract  with  the  United  States  Housing  Corporation  are  subject  to  stamp  tax. 
(T.  D.  2782;  Dec.  24,  1918.) 

Chazters. 

Applications  for  issuance  of  corporate  characters  arc  not  subject  to  stamp  tax. 
(T.  D.  2599;  Dec.  3, 1917.) 

Contract  to  issne  sto^ 

Stamp  tax  does  not  apply  to  contract  or  agreement  by  corporation  to  issue  stock. 
(T.  D.  2599;  Dec.  3,  1917.) 

foterim  certificates. 

.Issues  of  intedm  c^ificates  pending  stock  issue  of  corporation  oiganized  or 
reoiganiyed  on  and  after  October  4, 1917,  are  subject  to  tax  of  5  cents  on  each  $100 
face  value  or  fractional  part  thereof;  subsequent  exchange  of  such  interim  certificates 
for  regular  stock  certificates  to  same  owner  will  not  be  subject  to  tax.  (T.  D.  2584; 
Nov.  20, 1917.) 

• Sales  or  traztsfers  of  atodc. 

Transfer  of  shares  of  certificates  of  stock  in  any  corporation,  made  by  the  person 
loaning  stock  to  another  borrowing  such  stock  to  effect  a  sale,  and  also  transfer  of 
shares  or  cerUficates  of  stock  from  a  borrower  returning  them  to  lender,  in  fulfillment 
of  borrower*s  obligation  to  buy  in  and  return  stock,  are  both  subject  to  tax  imposed 
by  sections  800  and  807  of  the  act  of  October  3, 1917;  in  so-called  short-sale  transac- 
tion, there  are  four  taxable  sales  or  transfers:  (1)  Sale  of  stock  by  person  making 
short  sale;  (2)  transfer  from  lender  of  stock  to  person  making  short  sale,  (3)  purchc  s? 
by  borrower  of  stock  to  return  to  lender,  (4)  transfer  by  borrower  to  lender  of  shares 
to  replace  those  borrowed.     (T.  D.  2685;  Mar.  30,  1918.) 

Stock  sales— Afilxing  and  canceling  stamps. 

Stamp  inust  be  affixed  to  bil|,  memdhmdnm,  or  i^reement  to  sell,  wliere  transfer 
is  effected  by  deliverv  of  certificate  of  stock  assigned  in  blank*  in  case  change  of 
ownership  is  b^r  transfer  of  certificate  of  stock,  atenp  sball  be  aaned  to  the  certifi- 
cate; in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  shall  be 
placed  upon  the  books;  in  all  other  cases  payment  shall  be  evidenced  by  affixing 
stamp  upon  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the 
buyer;manner  of  canceling  stamps  stated.    (T.  D.  2008;  Nov.  30, 1917.) 

AnKMint  of  tax. 

Tax  of  5  cents  on  each  $100  of  face  value  or  fraction  thereof  atterdies  to  origkial 
issue  of  each  certificate  of  stock,  and  tax  of  2  cents  on  each  $100  of  face  value  or 
fraction  thereof  to  each  transfer  or  sale  of  stock,  whether  transfer  is  made  before 
or  after  issuance  of  original  certificate.    (T.  D.  2599;  Dec.  3, 1917.) 
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Stock  salea— Continued. 

— —  Exexupt  transactionB. 

No  tax  is  impoeed  upon  agreement  evidencing  depoeiit  of  stock  certificates  as 
collateral  security,  nor  upon  deliveries  or  transfer  to  broker  for  sale,  nor  upon  de- 
liveriofl  or  transfers  by  broker  to  customer,  provided  such  deliveries  or  transfers 
shall  be  accompanied  by  certificate  setting  lorth  the  facts,  nor  upon  transfers  or 
deliveries  to  clearing  house  for  sole  purpose  of  clearing  or  adjusting  accounts  between 
members:  no  bjr-law  or  custom  of  any  exchange  or  similar  institution,  nor  any  col- 
lateral or  additional  agreement  or  understanding,  inconsistent  or  in  conflict  with 
any  requirement  of  the  act  of  October  3,  1917,  or  of  Re;2;ulation  No,  40,  Part  1,  shall 
exempt  any  person  from  the  payment  of  the  tax.    (T.  D.  2608;  Nov.  30,  1917.) 

• Memoranduni  of  sales. 

Persons  selling  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  a, 

memorandum  of  sale,  or  agreement  to  sell,  eigned  by  principal  or  his  agent,  showing 
date  of  transaction,  names  of  parties,  shares  of  stock  to  whicn  it  relates,  number  and 
price  of  shares.    (T.  D.  2608;  Nov.  30,  1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  shall  be  based  upon  total  face  value  of  shares  involved,  and  shall  be  at  rate  of  2 
cents  for  each  $100  of  such  total  face  value  or  fraction  thereof;  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30,  1917.) 

Records. 

Persons  cngage<l  in  business  of  buying,  selling,  or  transferring  shares  of  stock, 
required  to  keep  record  showing  specified  items  of  information;  form  of  record 
requin^.    (T.  D.  2608;  Nov.  30,  1917.) 

Registration. 

Regulation  No.  40^  Part  1,  requires  a  statement  of  registration  by  persons,  corpora- 
tions, etc.,  engajged  in  negotiating,  making,  or  recording  sales  of  snares  of  stock  and 
other  like  securities;  record  of  statement  of  rc^stration  to  be  kept  by  collector-who 
must  imue  certificate  of  registration  to  be  posted  in  place  of  business.  (T.  D.  2608: 
Nov.  30,  1917.) 

• Returns. 

C'learing  houses  and  persons  engaged  wholly  or  partly  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  spectified  data  and  informa- 
tion; substitute  returns.    (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  desi^^nated  Ignited  States  depository;  State  agents;  requisitions  for  st&mpe; 
records;  kind  and  color  of  stamps.    (T.  D.  2741;  June  25, 1918.) 

COSMETICS. 
Excise  taxes. 

See  "Pilxcise  Taxes." 

COST-PLUS  (Contracts. 

Oovemment  work— Messages. 

Exemption  from  tax  imposed  by  section  500,  subdivision  fe),  act  October  3, 1917, 
on  telephone,  telegraph,  and  radio  messages,  may  be  claimed  when  amounts  paid 
for  such  meHsages  are  finally  to  be  paid  by  the  Government  under  a  cost-plus  con- 
tract; this  does  not  apply  where  contractor  is  doing  work  for  Government  under 
lump-sum  contract;  form  of  exemption  certificate.     (T.  D.  2742;  July  1,  1918.) 

• Transportation  tax. 

Exemption  may  be  claimed  under  sertion  500  of  act  October  3,  1917,  on  amounts 
paid  for  transportation  of  persons  employed  by  contractor  working  for  Government 
under  cost-plus  contrart,  where  transportation  charge  of  employee  is  an  item  in  the 
cost  of  the  work,  and  hence  will  be  finally  piiid  by  the  Government;  form  of  exemp- 
tion certificate.     (T,  D.  2742;  July  1,  1918.) 
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Govemmeiit  w«rk — Conti  nucd . 

Transportation  tax — Continued. 

Where  contract  price  of  vork  for  the  Government  is  roet  plus  certain  percentage, 
amount  received  by  carrier  for  transportation  of  property  used  or  to  oe  used  by 
contractor  in  such  work  falls  within  exemption  from  tax  imposed  by  section  500  of 
act  October  3,  1917;  certificate  specified  m  ReRuIations  No.  42,  article  15,  must 
be  uae^  and  must  be  signed  by  a  Government  officer  or  employee,  certificate  signed 
by  contractor  not  being  sufficient.    (T.  D.  2742;  July  1,  1918.) 

C06TT7XES. 

Income  taxea— Depredation. 

Coetiunefl  purchased  and  used  exclusively  in  production  of  a  play  and  which  are 
not  adapted  for  occasional  personal  use  and  are  not  so  used,  are  part  of  the  equip- 
ment of  a  business,  and  as  such,  subject  to  depreciation  in  value  on  account  of  wear 
and  tear  arising- from  their  use  in  the  business;  reasonable  allowance  for  such  depre- 
ciation may  be  claimed.    (T.  D.  2690;  art.  8.) 

COTTON  rUTTTRES. 
Stamp  tax. 

Contracts  of  sale  of  cotton  for  future  dcliverjr  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  btisinesv^  is  taxed  at  the  rate  of  |0.02  for  each 
pound  of  cotton  involved  (to  be  paid  by  stamp);  tax  not  to  be  levied  on  contracts 
complying  with  conditions  prescribed.     (T.  D.  2558;  Oct.  26,  1917.) 

COT7NTIES. 
Definition. 

The  word  "State/'  as  used  in  section  502  of  the  act  of  October  3,  1917,  includes 
political  subdivisions  thereof,  such  as  counties,  cities,  towns  and  other  municipal!- 
tiee.    (T.  D.  2676;  Mar.  18,  1918.) 

Official  bonda— Taxability. 

Bonds  given  by  officials  of  a  State,  township,  county,  or  village,  for  faithful  per- 
formance of  duties,  are  free  from  Federal  taxation  on  broad  ground  that  sovereign 
States  and  subdivisions  thereof  are  constitutionally  free  from  taxation  by  Fedend 
Government.    (T.  D.  2624;  Dec.  14,  1917.) 

Taxes — Deductions  from  gross  income. 

Taxes  imposed  against  a  corporation  by  authority  of  any  county  (not  including 
those  assessed  against  local  benefits),  and  paid  within  year  for  which  return  is  made, 
are  deductible  irom  gross  income  of  domestic  corporation;  similar  taxes  wiUi  like 
exceptions  assessed  against  and  paid  bv  foreign  corporation  receiving  income  from 
any  source  within  United  States  are  deductible  from  gross  income  received  from 
($uch  source,  except  that  taxes  imposed  by  foreign  Government  and  paid  by  forei^ 
corporations  are  not  deductible  from  gross  income  received  from  sources  within 
United  States.    (T.  D.  2690;  art.  191.) 

COXTBT  DECISIONS. 
Adulterated  butter. 

New  York  Butter  Packing  Co.  v,  Edwards.    (T.  D.  2803;  Mar.  12,  1919.) 
Bankers-— Special  tax. 

Anderson  v.  Farmers  Ix)an  A  Trust  Co.    (T.  D.  2460;  Mar.  17,  1917.) 
Fidelity  Trust  Co.  of  Baltimore  v.  Miles.    (T.  D.  2895;  July  21,  1918.) 
Collectors — Suits  to  recover  taxes  collected. 

Philadelphia,  Harrisburg  A  Pittsburgh  Railroad  Co.  v,  Lederer.    (T.  D.  2507: 
July  2,  1917.) 

Corporation  ezdse  tax. 

Altheimer  A  Rawlings  Investment  Co.  v.  Allen.    (T.  D.  2441;  Feb.  8,  1917. 

T.  D.  2G86;  Apr.  1,1938.) 
Boston  A  Maine  Railroad  v.  United  States.    (T.  D.  3004;  Apr.  21,  1920.) 
Boston  Terminal  Co.  v.  Gill.    (T.  D.  2428;  Dec,  30,  1916.    T.  D.  2071;  Mar.  11, 

1918.) 
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Corporation  excise  tax — Continued. 

Camp  Bird  (Ltd.)  v.  Howbert.    (T.  D.  236G;  Sept.  12,  lOlflv    T.  D.  2601;  Mar.  5. 

1918.) 
CluGflgo  &  Alton  Railroad  Co.  v.  United  States.    (T,  D.  2631;  Jan.  19, 1918.) 
Doyle  V.  Mitcliell  Bras.  Co.    (T.  D.  2723;  June  4, 191ft.> 

Fink  V,  Nortkwestcm  Mutual  LHe  Insurance  Co.    (T.  D.  3057;  Aug.  16,  1920.) 
Goldfield  C<msoIidated  Mines  Co.  r.  Scott.    (T.  D.  2722:  June  4, 1918.) 
Hays  r.  The  Gauley  Mountain  Coal  Co.    (T.  D.  2724;  June  4,  1918.) 
Houston  Belt  &  Terminal  Railway  Ca  v.  United  States.    (T.  D.  2710;  Apr.  22, 

1918.) 
Jewelers  Safety  Fund  Society  i\  Lowe.    (T.  D.  3078;  Oct.  13,  1920.) 
McCoach  V.  Insurance  Compony  of  North  America.    (T.  D.  2601;  June  18, 1917.) 
^d^land  Casualty  Co.  v.  United  States.    (T.  D.  3013;  May  3, 1920.) 
Northern  Pacific  Railway  Co.  v.  Lynch,    (T.  D.  3048;  July  26,  1920.) 
Roberts  v.  Lowe.    (T.  D.  2394;  Nov.  14,  1916.) 

San  Francisco  &  Portland  Steamahip  Co,  r.  ScoU.    (T.  D.  2773;  Nov.  8, 1918.) 
Southern  Pacific  Railroad  Co.  v.  Muenter.    (T.  D.  2944;  Nov.  8,  1919.) 
Union  Holljnirood  Water  Co.  v.  Carter.     (T.  D,  2475;  Apr.  4,  1917.) 
Umled  States  v,  Aetna  Life  Insurance  Co.    (T.  D.  2927;  Sept.  30,  1919.) 
United  States  r.  Biwabik  Mining  Co.    (T.  D.  2721 ;  June  4, 1916.) 
United  States  t\  Cleveland,  Cincinnati,  Chicago  A  St.  Louis  lUHroad  Co.    (T.  D. 

2725;  June  4,  1918.) 
United  States  v.  Nashville,  Chattanooga  &  St.  Iioijos  Railway.    (T.  D.  2697; 

Apr.  16,  1918.) 
United  States  v.  New  York,  New  Haven  dr  Hartlonl  Railroad  Co.    (T.  D.  2896; 

Juty21,  1919.) 
United  States  v.  Pliiladelphia,  Baltimore  &  Washington  Railroad  Co.    (T.  D, 

3006;  Apr.  22,  1920.) 
VoaBaumback  v.  Sargent  Land  Co.    (T.  D.  2436;  Jan.  19,  1917.) 

I>Mm«d  spirits. 

Mayes  v.  Casey.     (T.  D.  2757;  Sept  5,  1918.) 

United  States  v.  Mincey.    (T.  D.  2776;  Dec.  11, 1918.) 

Estate  tax. 

Ledeter  v.  Northern.  Trust  Co.    (T.  D.  3027;  June  2, 1920.) 

Ledererv.  Peawe.    (T.  D.  308^;  Oct.  30,  1920,) 

New  York  Trust  Co.  r.  Eisner.    (T.  D.  2976;  Feb.  11,  1920.) 

SseesB  profits  tax. 

Carticr-Holland  Lumber  Co.  v.  Doyle.    (T.  D.  3060;  Oct.  19,  1920.) 
La  Belle  Iron  Works  v.  United  States.    (T.  D.  3051;  July  27,  1920.) 

Forfeitures. 

United  States  r.  One  Saxon  Autojnobile.    (T.  D.  2789;  Feb.  10,  1919.) 

Income  taxes. 

Brady  v.  Anderson.    (T.  D.  2494;  June  2, 1917.) 

Crocker  r.  Malley.    (T.  D.  2720;  June  4,  1918.    T.  D.  2816;  Apr.  2,  1^19.) 

De  Ganay  r.  Lederer.    (T.  D.  2876;  June  25,  1919.) 

Eisner  v.  Macomber.    (T.  D.  3016;  Apr.  26^  1929.    T.  D.  3062;  A«g.  4,  I92D.) 

Gkilf  on  Corporatkm  «.  Lew«Uyii.    (T.  D.  2783;  Jan.  7, 1^19.) 

Jackson  v.  Smietanka.    (T.  D.  2960;  Jan.  7,  1920.) 

Jewelers  Safety  Fund  Society  v,  Lowe.    (T.  D.  3078;  Oct.  IS,  1920,) 

Lederer  v.  Pe&n  Mutual  Life  Insurance  Co.    (T.  D.  2809;  July  24, 1919.) 

Lewellyn  v.  Gulf  Oil  Corporation.    (T.  D.  2542;  Oct.  19, 1917.) 

Lynch  v.  Hornby.    (T,  D.  2731 ;  June  11, 1918.) 

Lynch  r.  Turrish.    (T.  D.  2729;  June  11, 1918.) 
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Income  taxes— Continued. 

Maryland  Casualty  Co.  v.  United  SUtea.    (T.  D.  2451;  Fob.  20,  1917.) 

Monte  V.  Eisner.     (T.  D.  3029;  June  9,  1920.) 

Pealwdy  v.  Eisner.    (T.  D.  2732;  June  11,  1918.) 

Peon  Mutual  Life  Insurance  Co.  v.  Ledercr.    (T.  D.  3046;  July  19,  1920.) 

Pjentias  v.  Eisner.    (T.  D.  2933;  Oct.  9,  1919.    T.  D.  3050;  July  27,  1920.) 

Southern  Pacific  Co.  v.  Lowe.    (T.  D,  2730;  June  11,  1918.) 

Towne  v.  Eisner.    (T.  D.  2506;  June  28, 1917.    T.  D.  2634;  Jan.  21, 1918.) 

United  States  v.  Coulby.    (T.  D.  2858;  June  9,  1919.) 

United  States  v.  McHatton.    (T.  D.  3043;  July  2,  1920.) 

Weiss  V.  Mohawk  Mining  Co.    (T.  D.  3001;  Apr.  15, 1920.) 

Weet  End  Street  Railway  Co.  v.  Malley.    (T.  D.  2620;  Dec.  17, 1917.) 

WflKam  E.  Pfeck  &  Co.  (Inc.)  v.  Lowe.    (T.  D.  2726;  June  4, 1918.) 

Inlieritanoe  taxes. 

Coleman  v.  United  States.    (T.  D.  3007;  Apr.  22, 1920.) 
Henry  r.  United  States.    (T.  D.  3008;  Apr.  22,  1920.) 
Band  V.  United  T^ates.    (T.  D.  2886;  July  10,  1919.) 
Sa«e  V,  United  States.    (T.  D.  2885;  July  10,  1919.) 

JCunitionxnaaulacturaxs'  tax. 

Carbon  Steel  Co.  r.  Lewellyn.    (T.  D.  2875;  June  26,  1919.    T.  D.  3003;  Apr.  21, 

1920.) 
Forged  Steel  Wlieel  Co.  v.  Lewellyn.    (T.  D.  2875;  Juno  26,  1919.    T.  D.  3003; 

Apr.  21, 1920.) 
Worth  Bros.  Co.  v.  Lederer.    (T.  D.  2875;  June  26,  1S19.    T.  D.  8003;  Apr.  21, 

1920.) 

IfsreotieB. 

Doremus  r.  United  States.    (T.  D.  3085;  Oct.  27, 1920.) 
Thompson  v.  United  States.    (T.  D.  2887;  July  12,  1919.) 
United  States  v.  Doremus.    (T.  D.  2809;  Mar.  20,  1919.) 
United  States  v.  O'Hara.    (T.  D.  2392;  Nov.  6, 1916.) 
United  States  v,  Osborn.    (T.  D.  2489;  May  11, 1917.) 
Webb  V.  United  States.    (T.  D.  2809;  Mar.  20,  1919.) 

Priorities  of  taxes. 

Smietanka  v.  Zibell.    (T.  D.  aOOO;  Apr.  10,  1920.) 
Searches  and  seizures. 

Sihrerthome  Lumber  Co.  v.  United  States.    (T.  D.  2984;  Feb.  25, 1920.) 
Shows  or  exhihitioBS — ^Speoial  tax. 

Bedpath  Lyceum  Bureau  v.  Pickering.    (T.  D.  2684;  Mar.  28, 1918.) 

fttaiop  taxes. 

Edwards  r.  Wabaafh  RaQway  Co.    (T.  D.  3002;  Apr.  20,  1920.) 

CREDITS. 
Laoome  taxes— Net  inoome. 

See  ''Income  Taxes  (Corporations)";  "Income  Taxes  (Individuals).*! 

CHOPS.  , 

See  "Agriculture";  "Farmers." 

CULINABY  EXTRACTS. 

See  "Extracts/! 
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caaroMB  dxttibs. 

Income  tlucefH-Deductions. 

Import  or  tariff  duties  levied  by  Congreae  and  paid  to  proper  customB  officers  are 
deductible  as  taxes  imposed  under  authority  of  United  States,  provided  they  are  no 
added  to  and  made  a  part  of  the  cost  of  articles  of  merchandise,  with  respect  to  which 
they  are  paid,  in  which  case  they  will  be  reflected  in  cost  of  merchandise  and  can 
not  be  separately  deducted.    (T.  D.  2690;  art.  195.) 

CYCLONE  INST7BANCE. 

See  "Insurance. " 

DAMAGBS. 
Excess  profits  tax. 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess  of 
amount  received  by  owner  as  compensation  for  property  over  value  tiiereo!  on 
March  1,  1913,  or  over  its  cost  if  it  was  acquired  after  tliat  date,  except  so  far  as 
actually  used  for  replacement  of  property  in  kind,  is  subject  to  excess-profits  taxes. 
(T.  D.  2706;  Apr.  25,  1918.) 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses, 
or  lost  or  destroyed  through  war  hazards,  may  oe  to  use  entire  amount  received  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may  not 
be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
j>ayer  may  establish  "replacement  fund*'  in  which  entire  amount  of  compensa- 
tion shall  be  held  and  pending  disposition  thereof,  accounting  for  gain  or  loss  may 
deferred  for  reasonable  time,  to  be  determined  by  Commissioner  of  Internal  Reve- 
nue.    (T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may,  subject 
to  approval  of  Commissioner,  be  amount  of  compensation  received,  less  amount,  if 
any,  which  becomes  payable  out  of  such  compensation  under  terms  of  such  instru- 
ment or  obligations  th^eby  secured;  in  such. case  taxpayer  should  apply  to  Com- 
missioner for  permission  to  establish  such  fund,  reciting  in  his  application  all  facts 
relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to 
replace  or  restore  property;  taxpayer  required  to  furnisli  bond  with  security  or 
make  deposit;  when  replacement  or  restoration  is  made,  new  or  restored  property 
shall  not  be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  which 
the  requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
2706;  Apr.  25,  1918.) 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.    (T.  D.  2733;  June  17,  1918.) 

Income  taxes.  ^ 

Am<^unt  received  by  individual  as  result  of  suit  or  compromise  for  personal 
injuries  sustained  by  him  through  accident  is  not  income  taxable  under  Title  I 
of  act  September  8,  1916,  as  amended  by  Title  XII  of  act  October  3,  1917,  and  of 
Title  I  of  act  October  3,  1917.  (T.  D.  2747;  July  12,  1918.  T.  D.  2690;  art.  4, 
revoked.) 

When  c  ^rporation  as  result  of  suit  or  otherwise  secures  payment  for  damages  which 
it  may  have  sustained,  and  amount  of  such  payment  is  in  excess  of  an  amount 
necessary  to  make  good  the  damage  or  damaged  property,  amount  of  such  excess 
filiall  be  considered  and  returned  as  income  tor  year  in  which  received;  il  entire 
or  estimated  amount  of  damage  shall  have  been  previously  charged  o£f  and  deducted 
from  gross  income,  then  amount  recovered  shall  be  returned  as  income;  if  amount 
recovered  is  less  than  damage  sustained,  or  less  than  amount  necessary  to  inake 
good  the  damage,  difference  between  actual  amount  of  damage  sustained  and 
amount  recovered  will  be  deductible  as  a  loss.    (T.  D.  2690;  art.  94.) 

Any  amount  paid  pursuant  to  judgment  or  otherwise  on  account  of  dama^ 
is  deductible  from  gross  income  to  the  extent  of,  and  when  amount  is  actually  paid, 
Ic^e  any  amount  of  such  damages  as  may  have  been  compensated  for  by  insurance. 
(T.  D.  2690;  art.  158.) 

No  deduction  from  inventory  value  of  merchandise  or  material  will  be  allowed 
except  where  inventory  includes  goods  or  materials  which,  by  reason  of  obsoles- 
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cence^r  damage,  are  unsalable;- when  such  deduction  is  claimed  facta  connected 
therewith,  inclBding  statement  of  cost  of  goods,  value  at  ^which  they  werei  invento- 
ried, and  present  condition  must  be  filed  with  return.     (T.  D.  2690;  art.  160.) 

Depreciation  computed  on  total  invoice  cost  of  merchandise  in  stock  is  not  an 
allowable  deduction,  except  that  if  portion  of  such  merchandise  is  unsalable  by 
reason  of  obsolescence  or  oama^e,  depreciation  deduction  not  in  excess  of  decline 
in  value  during  taxable  year  will  be  allowed.    (T.  D.  2690;  art.  169.) 

In  cane  of  property  title  to  which  has-been  re^quisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess 
of  amount  received  by  owner  as  compensation  for  property  over  value  thereof 
on  March  1, 1913,  or  over  its  cost  if  it  was  acquired  after  that  date,  except  so  far  as 
actually  used  for  replacement  of  property  in  kind,  is  subject  to  excess-profits  taxes. 
(T.  D.  2706;  Apr.  25,  1918.) 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses, 
or  lost  or  destroyed  through 'war  ha7ards,  may  oe  to  use  entire  amount  received  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may 
not.be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
payer may  establish  '^replacement  fund"  in  which  entire  amount  of  compensation, 
shall  be  held,  and  pending  disposition  thereof  accounting  for  gain  or  loss  may  be 
deferred  for  reasonaole  time,  to  be  determined  by  Commissioner  of  Internal  Reve- 
nue.   (T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged  constitutes  all  or  part  of  security 
.  under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may, 
subject  to  approval  of  Commissioner,  be  amount  of  compensation  received,  less 
amount,  if  any,  which  becomes  payable  out  of  such  compensation  under  terms  of 
such  instrument  or  obligations  thereby  secured;  in  such  case  taxpayer  should  applv 
to  Commissioner  for  permission  to  establish  such  fund,  reciting  in  his  application  all 
facts  relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible 
to  replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security 
or  make  deposit;  when  replacement  or  restoration  is  made,  new  or  restored  property 
shall  not  be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  wnicn  the 
requisitioned,  damaged,  or  destroyea  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
2706;  Apr.  25,  1918.) 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.     (T.  D.  2733;  June  17, 1918.) 

DANCES. 
Admission. 

See  ** Admissions." 

DEAUSB. 
Definition. 

The  term  "dealer,"  as  used  in  Article  XXXVII  of  R^ulations  No.  44,  relating 
to  war  excise  taxes  and  war  tax  on  beverages,  does  not  refer  to  or  include  a  purchaser 
for  his  own  use,  unless  such  use  is  the  manufacture  or  production  of  another  article 
intended  for  sale.    (T.  D.  2719;  Art.  XXXVII.) 

Particalar  articles. 

See  specific  heads. 

DEBEKTUKES. 
Definition. 

The  term  * 'debenture"  ordinarily,  though  not  necessarily,  refers  to  an  unsecured 
bond.    (T.  D.  2713;  May  14,  1918.) 

Stamp  taxes. 

.  Instruments  containing  essential  features  of  promissory  note  but  issued. by  cor- 
porations in  numbers  under  tnist  indenture,  either  in  registered  form  or  with  cou- 
pons attat^hed,  embodying  provisions  for  acceleration  of  maturity  in  event  of  default 
by  obligor,  lor  optional  registration  in  case  of  bearer  bonds,  for  authentication  by 
trustee,-  taid  sometimes  for  redemption  before  maturity,  or  similar  provisions,  are 
boode  within  mesBing^^'hecbile,  A  of  Title  VIII  of  act 4>1  October  3, 1917,  whether 
called  bonds,  debentures,  or  notes.    (T.  D.  2713;  May  14,  1918.) 
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BESTS. 

Income  taxes — ^Deductiona. 

See  ''Inoome  Taxes  (Coiporatioas)' ';  ''Income  Taxes  (IiuUvidUftla)." 

DECEDENTS'  ESTATES. 

See ''Estates";  "Estate  Tax";  " Inheritance  Taxes.'! 

DEDUCTIONS. 

AUowanoe  in  determining  tax. 
See  specific  heads. 

DEEDS. 

Stamp  tax. 

Cantract  for  sale  of  real  estate,  pfoviding  for  future  delivery  by  deed,  is  notsuh- 
ject  to  stamp  tax;  stamp  of  face  %'alue  oorree^onding  with  amount  representing 
vendor's  equity  caaveyed  should  be  attached  to  instrument  conveying  property; 
where  exchange  of  eqteJ  equities  is  made,  stamp  should  be  atta<dked  to  each  deed 
correqjonding  with  amount  of  each  equity  exchanged;  in  determining  amount  of 
incumbrance  on  realty  being  tiansfenred,  new  incumbrances  f^ced  Upon  realty 
at  time  of  or  after  sale  should  not  be  considered.    (T.  D.  2599;  Dec.  3,  1917.) 

Conveyance  of  realty  to  Alien  Ftoperty  Oustodian  in  compliance  with  demand 
made  by  him  under  trading  with  the  ^lemy  act  of  October  6, 1917,  as  am^ided,  ia 
not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VIII  of  act  of  October  3, 
1917.    (T.  D.  27«6;  Jan.  29,  1919.) 

Conveyance  by  Alien  Property  Custodian  of  realty  sold  by  him  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6,  1917,  as  amended, 
is  not  subject  to  stamp  tax  imposed  by  Schedule  A  trf  Title  VIII  of  the  act  of  October 
3, 1917.    (T.  D.  2786;  Jan.  29, 1919.) 

Trust  deeds. 

See  "Trust  Deeds.*' 

DEFINITIONS. 

See  ''Words  and  Phrases." 

DENATXntED  ALCOHOL. 

See  "Alcohol.". 

DEPLETION. 
Excess  profits  tax — Invested  cafiltal. 

Where  through  failure  to  provide  for  depletion,  depreciation,  obsdescence,  or 
other  expenses  or  losses,  or  where  for  any  cause  books  oi  account  of  taxpayer  do  not 
show  true  paid-in  or  earned  surplus  and  undivided  profits,  in  computation  of  in- 
vested capital  such  adjustments  shall  be  made  as  are  necessaiy  to  arrive  at  correct 
aiQount;  whero  taxpayer  claims  additions  to  capital  account,  oooks  of  account  will 
be  presumed  to  show  true  facts,  and  burden  of  proof  will  rest  upon  taxpayer,  and 
such  additions  will  be  accepted  only  to  extent  and  under  certain  nwcifically  stated 
conditions.    (T.  D.  2694;  art.  64.) 

Rules  for  valuation  of  tangible  property,  subject  to  requirements  of  article  42  of 
Regulations  No.  41  as  to  allowance  for  depletion,  depreciation,  and  obsolescence, 
stated ;  presumed  that  tangible  assets  were  acquired  with  cash  either  paid  in  directly 
or  derived  from  trade  or  business,  but  taxnayer  entitled  to  show  that  such  assets 
wore  paid  in  as  tangible  property.    (T.  D.  2694;  art.  67.) 

Losses. 

Baffis  of  computation  of  invested  capital  is  found  in  amount  of  csdi  and  other 
j)T0O9tty  paid  in,  which  computation  must  take  properly  iato  account  sorplns  and 
undivided  profits;  in  computation  of  such  surplus  and  undivided  profits;  recogni- 
tion nmat  first  be  given  expenses  incurred  and  losses  sustained  from  original  org|ani- 
zation  of  busineBB  concern  down  to  taxable  year,  including  reasonable  allowance 
for  depletion,  depreciation,  or  obsolescence  ol  property  originally  acquired;  if 
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value  appBeciation  of  kind  nal  sulMect  to  kicome  tax  (other  than  thai  allowed  under 
article  5&  <^  BoKulattone  lia  41)  has  been  taken  up  in  areounls^  deducttQii^  aust 
be  made  in  respect  of  such  appreciation;  in  ccmputation  ci  invested  ca|»fcal  for 
any  year  lull  enect  muat  begLven  to  any  liquidatioa  of  original  capital.  (T.  D. 
2694;  art.  42.) 

Excise  taxes — Miml?ig  propsrtdss. 

Leteee  of  mining  property  may  not  deduct  proportionate  value  of  ore  in  place  on 
January  1, 1909,  witn  respect  to  each  ton  of  ore  mined,  as  so  much  depletion  of  camtal 
assets,  but  may  deduct  proportionate  jiart  of  royalty  paid  in  advance .  (T.  T>.  272 1 ; 
June  4,  1918.    Ct.  Dec.) 

For  purpose  of  d^armining  net  income  £01  baaia  of  taxation  under  the  corporation 
excise  tax  act  of  1909,  mining  corporation  may  not  deduct  from  tts  ^soaa  income  any 
amount  whatever  on  account  of  oeptetion  or  exhaustion  of  ore  bodies  caused  by  its 
operationa  for  year  for  which  tax  is  assessed.    (T.  D.  2722;  June  4, 1918.    Ct.  Dec.) 

Xacooke  tobes— Net  iaaoonke. 

In  esse  oi  timbeilaiidB,  fair  oMrket  price  or  vahio  of  timber  staadin^  March  1» 
1913>,  or  Goet  of  timber  when  purchase  was  made  B«beeq«ent  to  that  date,  will  be  basis 
lor  cakndatiea  of  depletion,  and  this  vahie  aeof  Mard>  1,  1^13,  or  coet  when  subse- 
quently  pviehaeed,  10  not  to  be  exceeded  for  purpoeea  of  deduction  in  retume  ai  in- 
come; waote  of  such  val^e  is  to  be  disiriba  ted  over  entiie  amotmt  of  standingtimber 
en  those  ien>ec1ive  dates;  rulee  govermng  timber-ownii^  cooipsnaes.  (T.  D.  3690; 
arts.  8,  173.) 

When  corporation  sets  aside  part  of  its  earning  to  create  sinking  fund  with  which 
to  redro  iaaebteteeflSi  anmiai  additions  to  anch  fund  are  not  allowable  deduction 
firom  groaa  BKome  aa  or  in  lien  of  depreciation  or  00  any  other  account;  earnings 
thus  setaaide  are  an  asset  and  any  accretion  thereto  mvat  be  accounted  for  as  income ; 
mAing  inttl  not,  however,  loi^id  deduction  of  raasoeable  alKywance  for  depletion  of 
natural  deposits  vre^  thesgh  amount  so  deducted  be  used  in  whole  or  m  part  in 
payvient  ef  hi  indebtedness.    (T.  D.  2«90;  art.  1«G.> 

Eeeence  of  sections  5  and  12  of  the  act  of  September  8, 1916,  as  amended  by  the  act 
ci  October  Sy  m7,  is  thsA  owner  or  operator  ol  gas  or  eii  properties  shul  secure 
throBs^  an  aggregate  of  aoBinal  depletion  dednctkms  the  rettfrn  of  amount  of  capital 
actaauy  invested,  or  amouat  not  m  escess  of  fair  maiicet  value  as  of  Marr^  1,  1913, 
ef  prsperties owned  prior  to  that  ^te.    (T.  B.  2680;  art.  170.) 

In  case  of  operating  fee  owner,  amount  returnable  through  depletion  deductions 
is  faor  Maricet  valv^of  property  (ezchisive  of  cost  of  fdlmycal  property)  as  of  March 
1,  191^  if  acquiied  prior  to  tliat  date,  or  actoal  cost  si  propertyif  acquised  subse- 
qaont  to  that  date,  ^kis^  in  either  case,  coat  of  development  (other  than  cost  of 
physical  pwiperty  iocideat  to  such  development)  mp  to  point  at  which  incoDie  from 
developea  tenitory  equals  or  exceeds  deductible  e^qvenees.    (T.  D.  2690;  art.  170.) 

In  ease  of  lessee,  capital  to  be  returned  is  amount  paid  in  cash  or  its  e<iuivalcnt  as 
bonus  or  otherwise  by  lessee  for  lease,  phis  expenses  incurred  in  developingproperty 
(exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom  sulncient  to 
Meetall  dedaetiUe  expenses,  afteri^iich  tine  as  to  both  cmmer  and  leasee,  sneh  inci- 
dental SKpesais  as  are  paid  for  wages,  fast,  etc.,  in  coaaectien  witkdrilmig  of  wells 
and  farther  dsvelopnese  of  property  may  be,  at  eptieii  ol  operator,  deducted  as 
epentiflg  eapsaao  or  charged  to  capilat  aceoant.    (T.  I>.  2600;  art.  170.) 

Estimate,  subject  to  approval  of  Comnrissioner  of  Internal  Ke venue,  required  to  be 
made  of  probable  q[i»ntity  of  oil  or  gas  contained  in  or  to  be  recovered  from  territory 
with  sca^eet  to  whaeh  investaent  is  nuide;  inveated  capital  will  be  divided  by  num- 
ber of  mats  of  oil  or  gas  ao  estisMted,  and  (^aotient  will  be  per  unit  coot  or  amount  of 
capital  iasrested  id  saeh  nnit  iscoveiaUe;  this  quotient,  when  multiplied  by  nnm- 
ber  ol  naats  MiBsved  £ron  ttvrxtory  in  oae  yeaor,  wiAl  deteornne  an^ 
alkmafale  dedacted  from  grosa  iDcome  for  that  year  on  account  of  depletioB  or  as 
set»n  rfiuifttd  capital  imtil  total  of  such  deductran  shall  equal  cspttal  invested. 
(T.  D.  2690;  art.  170.) 

Every  individttal  or  corporation  entitled  to  deduction  on  account  of  depletion  or 
fiw  retirm  of  cMntal  iwvested  shall  keep  accurate  ledger  account,  in  which ,  m  case  of 
fee  owner,  shan  be  charged  fair  market  value  as  of  March  1 ,  191 3,  or  cost,  iif  acquired 
subsequent  to  that  date,  of  oil  or  gas  property,  plus  cost  of  development,  or,  in  case 
ef  loaaee,  amount  actually  originally  zmT^ted  m  lease  and  its  dovelopnient;  this 
enonnt  shall  be  credited  as  amount  cfahned  each  year  as  deduction  on  account  of 
*iepletwB  oras  return  of  capital,  to  end  that  urtien  credits  to  account  egnal  debits  no 
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further  deductioBs.on  either  account,  with  respect  to  this  property  and  capital  in- 
vested therein,  will  be  allowed;  or,  in  lieu  of  direct  credit  to  property  at^count, 
amounts  so  claimed  and  allowed  as  deduction  may  be  credited  to  depletion  reserve 
account.    (T.  D.  2690;  art.  170.) 

If  quantity  of  oil  or  gas  can  not  be  determine<l  with  certainty,  depletion  deduction 
will  be  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that  lensees 
may  compute  deductions  for  return  of  capital  (cost  of  leaae  and  development)  in 
same  manner  as  owners  in  fee;  that  is,  they  may  extinguish  such  capital  on  basis  of 
reduction  in  flow  and  production  as  compared  with  proceeding  year,  or,  in  case  of 
leasehold  properties  brought  in  or  developed  during  year,  depletion  deduction  may 
be  computed  on  basis  of  decline  in  settled  flow  and  production,  as  evidenced  by  tests 
and  gauges  made  at  end  of  year  as  compared  with  similar  tests  and  gauges  made  at 
time  settled  flow  was  determined ;  for  purpose  of  computing  depletion  territory  com- 
prehended in  given  lease  will  be  considered  unit  with  respect  to  which  depletion 
deduction  may  be  claimed  and  allowed.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1,  1913. 
or  cost  of  property  if  acquired  subsequent  to  that  date,  or,  if  operator  is  lessee,  actual 
amount  paid  for  lease,  plus,  in  ease  of  both  owner  and  lessee,  cost  of  subsequent  de- 
velopment, exclusive  of  physical  property,  if  such  cost  is  capitalized,  will  be  basis 
for  determining  depletion  deduction  or  deduction  for  return  of  capital  for  all  subse- 
c|uent  years  during  continuance  of  ownership  under  which  value  was  fixed  or  by  which 
investment  was  made;  during  such  ownership  there  can  be  no  revaluation  tor  pur- 
poseof  deduction  if  it  should  be  found  that  quantity  of  oil  or  gas  was  underestimated 
at  time  value  was  fixed  or  property  was  acquired,  or  at  time  lease  contract  was  en- 
tered into  or  purchased.    (T.  D.  2690;  art.  170.) 

Both  owners  and  lessees  operating  oil  or  gas  properties  will,  in  addition  to  and  sep- 
arate from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted  to 
deduct  reasonable  allowance  for  depreciation  of  physical  property,  such  as  ma- 
chinery, tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be  such 
an  amoujit,  based  upon  its  capitalized  value  (cost)  equitably  distributed  over  its 
useful  life,  as  will  bring  it  to  its  true  salvage  value  when  no  longer  useful  for  purpose 
for  which  property  was  acquired.    (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  e^regated  in  boda  of  account  from 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may  be 
made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Ownership  of  mine  content  at  time  for  which  computation  is  made  is  an  essential 
prerequisite  to  an  allowable  deduction  for  depletion,  under  section  5  (a)  and  section 
12  (a)  of  Title  1  of  the  act  of  September  8,  1916,  as  amended;  deduction  in  case  of 
lessee  limited  to  amount  equal  to  capital  actually  invested  in  lease  without  regard  to 
value  as  of  March  1, 1913,  or  any  otner  date;  the  seventh  and  eighth  paragraphs  of 
section  5  (a)  and  the  second  paragraph  of  section  12  (a)  authorize  in  case  of  mine 
owners  two  classes  of  deductions  to  take  care  of  wasting  of  assets,  namely,  deprecia- 
tion and  depletion.    (T.  D.  2690;  art.  171.) 

Original  cost  of  mineral  deposit  may  be  taken  as  basis  for  computing  annual  deple- 
tion deductions  if  fair  market  value  as  of  March  1, 1913,  can  not  be  ascertained  other- 
wise, allowance  being  made  for  minerals  which  may  have  been  removed  prior  to  that 
date;  where  property  was  acquired  subsequent  to  that  date,  same  rule  for  com- 
puting annual  depletion  deduction  ^dll  apply,  except  that  basis  of  computation  will 
be  actual  cost  rather  than  value  as  of  March^l,  1913.    (T.  D.  2690;  art.  172.) 

Every  individual  or  corporation  claiming  and  making  deduction  for  depletion  of 
natural  deposits  shall  keep  accurate  ledger  account,  in  which  diall  be  chaiged  fair 
market  value  as  of  March  1,  1913,  or  cost,  if  property  was  acauired  subsequent  to 
that  date,  of  mineral  deposits  involved,  account  to  be  credited  with  amount  of  de- 
pletion deduction  claimed  and  allowed  each  year,  or  amount  of  depletion  shall  be 
credited  to  depletion  reserve  account,  to  end  that  when  sum  of  credits  for  depletion 
equals  value  or  cost  of  property,  no  further  deduction  for  depletion  will  be  aUowed; 
fair  market  value  or  cost  of  property,  as  case  may  be,  will  be  basis  for  determining 
depletion  deduction  for  all  subsequent  years  during  ownership  under  which  value 
was  fixed,  and  during  such  ownership  there  may  be  no  revaluation  if  it  shouldtbe 
found  that  estimated  quantity  of  deposit  was  understated ;  where  quantity  of  mineral 
deposit  prior  to  March  1, 1913,  can  not  be  accurately  estimated,  necessary,  if  deple- 
tion deductions  are  to  be  taken,  for  owner  of  deposits,  with  best  information  available 
to  arrive  at  fair  market  value  of  property  as  of  March  1,  1913,  which  value  during 
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period  of  ownership  will  \)e  final ;  then,  on  baste  of  most  probable  number  of  linits  in 
property,  per  unit  value  shall  be  determined  as  bpsif  for  computing;  annual  deple- 
tion idlowancee;  this  method  and  allowancee  to  be  coutinu^  until,  but  not  be- 
yond, time  when  value  as  of  March  1,  1913,  shall  have  been  extinguished.  (T.  D. 
2690;  art.  172.) 

Precise  manner  in  which  estimated  fair  market  value  of  mineral  deposits,  as  of 
March  1, 1913,  shall  be  made,  must  be  determined  bv  owner  upon  such  basis  as  must 
not  comprehend  any  operating  profits,  estimate  to  loe  subject  to  approval  of  Com- 
missioner; in  passing  upon  accuracv  and  fairness  of  estimate  due  weight  to  market 
value  of  stock  of  corporation  on  March  1,  1913,  and  also  to  sworn  statements  as 
to  value  of  stock  filed  at  any  time  thereafter  for  purposes  of  special  excise  tax  based 
on  value  of  capital  stock  imposed  by  Title  IV  of  the  act  of  September  8,  1916,  will 
be  attached.    (T.  D.  2690;  art.  172.) 

Where  depletion  deduction  is  computed  on  basis  of  cost  or  price  at  which  any 
mine,  mineral  lands  or  properties  were  acquired,  corporation  upon  request  of  Com- 
missioner must  show  that  cost  or  price  at  which  property  was  bought  was  fixed  for 
purposes  of  bona  fide  purchase  or  sale  bv  which  property  passed  to  owner  in  fac^t  as 
well  as  in  form,  different  from  vendor;  in  determing  whether  or  not  price  or  cost  at 
which  any  purchase  or  sale  was  made  represented  actual  market  value,  due  wei^t 
■  will  be  given  to  relationship  or  connection  existing  between  party  or  parties  selling 
property  and  buyer  thereof.    (T.  D.  2090;  art.  172.) 

Operator  will  be  permitted  to  deduct  from  gross  income  of  each  year  reasonable 
allowance  for  depreciation  of  all  physical  proi)erty  used  in  conn^tion  with  opera- 
tion of  mine  and  owned  by  operator;'  for  this  purpose  the  actual  cost  (not  value)  will 
bo  equitably  distributed  over  useful  life  of  sucn  property  until  true  salvage  value 
-has  been  reached ;  both  owner  and  leasee  will  keep  accurate  ledger  accounts  to  which 
will  be  charged  capital  invested  in  mine  or  lease,  and  in  machinery,  equipment,  etc. . 
crediting  such  accounts  or  a  depreciation  reserve  account  with  amount  claimed  and 
allowed  as  a  deduction  each  year  until,  as  result  of  such  credits,  the  capital  charge 
shall  be  extinguished,  after  which  no  further  deduction  on  this  account  will  be 
allowed.    (T.  D.  2690;  art.  172.) 

Both  owner  and  lessee  will  keep  accurate  ledger  accounts  to  which  will  be  charged 
capital  invested  in  mine  or  lease,  and  in  machinery,  equipment,  etc.,  crediting 
such  accounts  or  a  depletion  reserve  account  with  arnount  claimed  and  allowed  as 
a  deduction  each  year  until,  as  result  of  such  credits,  the  capital  charge  shall  be 
extinguished,  after  which  no  further  deduction  on  this  account  will  be  allowed^ 
(T.  D.  2690;  art.  172.) 

Where  property  was  acquired  by  purchase  or  otherwise  (other  than  by  lease) 
prior  to  Mar'h  1,  1913,  amount  ot  invested  capital  which  may  be  extinguished 
through  annual  depletion  deductions  from  gross  income  will  be  the  market  value  of 
mine  property  so  acquired,  as  of  March  1,  1913;  value  contemplated  as  basis  for 
depletion  deductions  must  not  be  based  upon  assumed  salable  value  of  output  under 
current  operative  conditions,  less  cost  of  production,  for  reason  that  value  so  deter- 
mined would  comprehend  profits  to  be  realised  from  operation  of  property;  value 
must  not  be  speculative  but  must  be  determined  upon  basis  of  salable  value  en 
bloc  as  of  March  1, 1913,  of  entire  deposit  of  minerals,  exclusive  of  improvements  and 
development  work ;  en  bloc  value  ha\dng  been  ascertained,  estimate  of  number  of 
units  (tons,  pounds,  etc.^,  should  be  made,  and  en  bloc  value  divided  by  estimated 
number  of  units  will  be  aetermined  per  unit  value,  which,  multiplied  by  number  of 
units  mined  and  sold  during  any  one  year  will  determine  sum  which  will  constitute 
deduction  of  that  year;  deductions  computed  on  like  basis  may  be  made  froin  year 
to  year  during  ownership  under  whicli  value  was  determined  until  aggregate  en 
bloc  \-alue  as  of  March  1,  1913,  of  mine  or  mineral  deposit  shall  have  been  extin- 
guished.    (T.  D.  2690;  art.  172.) 

Lessee  corporation  not  entitled  to  any  deduction  as  such,  but  if  lessee,  in  addi- 
tion to  royalties,  pays  stipulated  sum  for  right  to  explore,  develop,  and  operate 
mine,  such  sum  may  be  spread  ratably  over  estimatea  number  of  units  in  mine, 
and  thus  ascertain  amount  of  invested  capital  or  bonus  payment  applicable  to  each 
unit;  per  unit  cost  thus  ascertaine<l  will  be  multiplied  by  number  of  units  removed 
from  mine  during  any  one  year,  and  result  will  be  amount  that  may  be  deducted 
from  gross  income  of  that  year  as  return  of  capital  invested ;  in  case  of  both  mine 
owner  and  leasee,  no  deduction  for  depletion  or  return  of  capital  will  be  allowed 
when  invested  capital  has,  through  the  aggregate  of  all  such  deductions,  been 
extinguished;  for  purpose  of  computing  this  deduction  in  case  of  lessee  company 
«ciiiaTaBX)unt  of  bonus  paid  and  not  value  as  of  March  1,  1913,  will  bo  coneiaerod 
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Income  taxes — Net  income— Continued. 
eafatil  InveBted  to  W  returned  through  aggregate-  of  sutnuaL  deductions.    (T.  D. 
2690;  art.  172.;^ 

Q|>«ai;Qi  el  miainp  pMpmies,  er  fcossee  tliereofi^  leeqair^A  to  sAtB/^  to  ki»  return 
stseteuneBt  aettxng  out  certain  ejaecified  data.    (T.  £>.  2698;  art.  172.) 

Corporations  owning  timber  land  and  logging  off  the  timber  and  mMMifactving 
it  into  lumber,  wUl^  if  timber  was  ac(|uired  pciot  to  Mai^  1^  191^  be  permitted  to 
ex£ludc  irom  gross  income  cither  throu^  deduction  fromgEQasreeei^taar  thteugh 
charge  into  cost  o£  manufacturing^  timber  into  lumber^  an  amount  equivalent  to 
fair  market  price  or  value  of  standing  timber  as  of  March  1  ^  191^;.  corporatiens  must 
set  up  on  their  boc^  as  of  March  1. 1913,  the  fair  market  price  en  bloc^  of  all  timber 
thien  owned  1w  theso,.  and  then,  b^'  dividing  such  value  by  estimated  number  of 
feet  in  entire  Likldings,  per  unit  \-aaue  or  pziee  will  be  ascertaioedf  which  per  unit 
price  or  value  will  be  basis  for  measuring  amaun^  to  be  addied  to  cast  of  manufac- 
ture*, or  deducted  from  gross  income,  until  en  bloc  value  of  entire  holdings  sliall  have 
been  extinguished;  same  rule  applies  to  trarbcr  or  timber  lands  purchased  subse- 
quent to  l&ch  1,  191?,  only  droereQcc  b?tng  that  SKrtuo!  cost  shaR  be  substituted 
for  en  bloc  price  or  value.    (T'.  D.  2690;  art.  173.) 

There  is  no  substantial  distinction  as  applied  to  a  mine  between  depreciation 
which  was  sought  b>;  mine  owneJES  under  the  acts  of  August  5,  IdOSt,  and  Ck:tober  3, 
l&ia,  and  the  depletion  which  was  allowed  by  the  act  of  September  8, 1916.  (T.  D . 
3001;  Apr.  15,  192&.    Ct.  Dee.) 

The  leasee  o€  a  mine  is  not  entitled  to  sn  dedurtion  lor  depletion  under  the  act 
ofSeptemherS,  1916.    (T.  D.  3001,  Apr.  15, 1920.    Ct.  Dec.) 

The  alkmance  *ioc  deptetion  in  the  case  ol  nxbua  pertams  ta  a  eeaaumpiion  of 
capital  aeiets  rather  than  to.a  bnsinGBB  ks.    (T.  D^.  3001;  Apr.  15,  1980.    Ct.  Dec.) 

The  fact  that  the  lessee  ol  a  wne  is  under  sm  affinmvlirre  ebligntien  W  renw^vc  or 
at  least  to  pory  fibr  a  §xed  amoimt  e#  ove  dnes  not  chan^^  the  general  rale  as  to  deple- 
tion in  the  case  of  lessees.    (T.  D.  3«XL ;  Apr.  15,  »2a    Ct.  Bee.) 

Fair  market  price  or  vahic  of  timberlands  as  of  Stf arch  I,  1913,  is  price  at  ^ich 

Eroperty  in  its  then  condition,  and  with  circumstances  tiien  sunoumding:  it,  could 
ave  been  sold  for  cash  or  its  equivalent;  such  vahie  must  not  be  specohitive,  but 
KQBt  he  detemRoed  without  tuning  into  aeeviiiRt  airr  )>?ofipective  profits  that  may 
result  by  maaailacturiaig  the  timber  into  himher;  vafae,  once  determined,  mtist  be 
set  up  oil  beoks,  aind,  as  meiBureolT^tumpage  d€^HCtioii,  nmst  reniaiflL  coostaAf  and 
can  not  be  increased  except  as  aew  ptrrcliases  are  mftde-  at  hi^rer  av^etage  cost; 
v»»ae  so-set  up  will  be  suhjee*  to^approval  el  Comraissiwwr.  CT.  D.  2^9^;  art.  173. ; 
Where  entire  market  price  or  value  for  both  timber  and  hmds  as  of  Marcli  1^  1913, 
or  entire  cost,  if  acquired  surbsequent  to  that  dale,  is  extfinguirfied  through  deduc- 
tkm  ivem  gross  iaeoaite'  for  tiokber  used,  or  through  per  iinit  cliarge  Ife  cost  of  manu- 
facturing lumber,  eutvre  amoun-t  realised  irom  Iogg«pd-olf  ItMidis  or  other  fMilvage  will 
be  retwnied  asincofne  o*  year  in  which  such  lancfs  are  8ol<l  or  diB]>cwe(i  ol;  if  timber 
or  timber  lands  are  s^td  e?j  htoc.  jpin  (yn  V)»^  wi  It  be  ascertained  on  basie  erf  difference 
bet^reeD  feir  m'Sirket  price-,  or  cost,  and  sofHnci;  i>rice,  accordingly  as  prti^jerty  wad 
acquiredl  prior  ©rsalb8etjue»t  to  March  T,  lr913.'   (T.  I>.  38W7art.  17:i) 

• ILaaezve  of  eorporaticn. 

Dirv^idead  paiid  Sromr  depleiiott  reaen^e  cxwsidered  a  liquidating  dividend  and  dce.t 
met  eoDStJtn&e taxable incaiike,. except  to> extent  that atmooitt  so leceified  vs in excea-i 
of  cdsMital  actuaJilv  iiavested  by  stockholder  ia  shame  oi  stock  and  wifth  vea^eel  to 
whicn  distribu^Mtt  waaaade;  no  dWidead  will  he  deesaed  to-  have  b«ea  paid  fr.mi 
such  reserve  e:&ept  to  eateait  that  diridenid  esceeeis  soiplaa  aad  aadividled  prjfit^i 
of  corporatiofi!  at  time  ef  payment,  ami  unless-  hooks,  ete.^  oi  csspoialiaB  iloarly 
iadicate  cenespoDding  reductioA  o4  ea|>ital  assets  resr^iltiiig  from,  paynsent.  (T .  D . 
2690;  art.  4.) 

XXEPB£CIAXION, 

Coiporation.  excise  tax. 

Ini^uram-e  coa^ABiies  ovaiag*  accnritiea  taken  at  aaaaket  value  may  act,  nnder 
sejtioa  38  ol  the  act  ol  Au^j^t  &,  19^,  deduct  kom  groos  ineeaM^  tm^'dfptc^t^tkim 
the  not  deeseaee  in  market  va&ue  of  such  secvitiliea;  sums  dike  the  Unitei  ^aten 
are  a  valid  o^et  as  ajt^iiast  amouut  h}\kw\  due  taxpayer  in  suit  a^kiust  collect  u-, 
though  iacLttded  tliecein  ace  items  which  i'^atn^^ii  Wv  did  not  daim  tft  be  dtte  tho 
United  States  wheii  coosidetins  the  return  fiot  acitees5ateftt  miipeees.  (T.  ]>.  2882; 
Jttly  a,  iai9.> 

A  steamship  company  is  entitled  to  cteduct  fvom  graes  inovaici  in  aruiual  1ax 
.    letamsreq^uved  hy  section  38.oftheaHe#  Annual  &,  1909,  anMwi»»9^pand€iiiit.^«irdi- 
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Corporation  excise  tax— Continued, 
oary  aad  BacflMttryrvpain  isi  ih«  uaiAteaaaco  and  opeialion  of  its  bnaiaeas^and  prop- 
erty, and  in  addition  a  reasonable  allowance  for  depreciation  of  pcorecty,  if  any, 
CT.D.2773;Nov.8^1918w    Ct.  Dec.) 

D«cseflBeiaikevak»of  asseto  oi  aa  ioAUfaace  couBaay  tkcough  acoortization 
g^pffemiwDfrOftbttode  ace  OMfe  book  adjustments  ana  are  xtot  deductible  as  an 
iX^a,  ol  depreciaiioa.    (T.  B.  3057;  Aug.  16^  ld2(X.    Ct.  Doc.) 

Definition. 

The  expresBioa  •'depreciation  of  property,"  as  used  in  corporation-tax  act  of 
August  5,  1909',  is  used  in  it?  ordinary  and  nsuarJ  sense,  ae  understood  by  busineas 
men.    fT.  D.  M3«;  Jan.  19,  1917.   Ct.  Bfec.) 

**DeMeciation* '  as  used  in  sections  5  (a)  and  12  (a)  of  act  of  September  Sy.  1916, 
compi^ends  loss  ^e  to  exhaustion,  wear  and  tear  of  physical  property  other  than 
natural  deposits.    (T.  D.  2'14«;  Feb.  7,  19^17.) 

Sbmbie  pxofite  taot— fiMwataii  capitaL 

I^ilM  for  TBhntrioB  of  taagU!»le  property,  mah^Kt  to  lequiNmeiKia  of  article  42  of 
B6S»latioD0  Ne.  41  as  to  9&mmB.C9  for  dfeptetion,  depraeiaidoik,  and  oi^aoltsMnce, 
slated;  praauDMcl  that  laagible  matsta  wore  acqtundwslh  eaeiii  eikhec  paid  im  directly 
«r  deviyed  f  romi  tiadeor  baiHKSBv  bat  taxpayer  entxtM  toobev  that  mtA  assetavere 
paid  ia  aa  taBg:i2de  prapctty    (T.  D.  2Sm;  art.  «i7.) 

Wlwre  tlnrougfe  feilwe  to  wrovidte  for  depletienv  depreeiatioR,  obsoleBcence,  or 
other  expenses  or  losses')  er  wkere  for  any  cause  beclb»of  accecuMt  o^  Haxpayerdtf  not 
show  tnte  paid-m  or  eamad  snrplw  and  vndhrided  jimiiGtoy  ia  oonpotation  of 
invwttd  capital  sack  adjastmeuteslkeit  be  made  aa  are  a^eoniy  to  aerive  at  cearect 
amoBBA;  whsre taxpayer  ctatiDaadriiitMna to  capital aecoant^  beokaeC accoynt  will 
be  pffeeaned  toshW  true  faets,  and  bwdim  or  preef  wtift  rest  npoa  taxmrer,  and 
micli  addid;iBO»  wiil  he-  accepted  oiilv  ta  extent  aad  ooder  cestaia.  q[)ecificail7  stated 
eonditions.    (T.  D.  SiM;  art.  «t.> 

Basis  of  computation  of  invested  capital  is  found  in  amount  of  cash  and  other 
propertv  paid  ia,  wihiek  eeaifMBitatioa  nmst  take  piOQeity  into  acconmt  soipluB  and 
iiB(tivi«ed  predts;  is  cempotetioD  ol  sndi  sarplcvana  undinnded  profibi  reo^iution 


nauet  first  b«  gtvea  expenoee  laeanacd  and  lassiw  amrtwuod  fcemt  erigmai  e^ganrailioiv 
I  fitonra  t»        " ' 


of  basBness  ceaeeva  aonra  to  taxab^  yeBr^  iDrliMhuig  Bcaanab^  aUttvaDce  for  de- 
plietie»,  dqjfeeiiitwa,  er  abnabocence  el  prspefty  eiigiiiaii^  ac^faired;  if  value 
apf^reeiatiotk  of  kiad  not  siribjeet  to>  iracome  tax  (ether  thaai  that  aliaarad!  uader 
artkle  5&  off  Reguilbdloae  Nov  4t)  hm  heva,  taken  up  in  accoontsv  dieductira  aiuat  be 
made  ia  feepect  of  atirb  appreciatxonr  ia  coBiDaaiatioa  oi  kmreated  capital  for  any 
year  fuH  effect  nnst  be  given  to  aoiy  iJiqaadatkni  of  origiiiali  capital.  (T.  I>.  2694; 
arf.  42.y 

Income  taxes— Ket  ineome^ 

Undei'  puugraph  I  of  sect  ioa  a  (a)  oi  the  act  of  191  ft  there  may  be  claimed  a  reasou- 
ablr  allowajice  for  deprcdatioa  on  farm  buildings,  (other  thaji  dweHing^  occupied 
by  own^sr),  £arm taachinery,  acul  ollter  phy^^ical  property,  iaoludiu^. stock  purcIiasiKl 
for  breediuR  purposes,,  but  no  claim  for  depreciation  on  stock  raisoa  or  purchased  for 
rejale  will  biC  allowed.     (T.  D.  2(J90;  arts.  4,.  123.) 

Pet  pwpca?  o£  iactMoae-  tax  (^ood  will  ia  capable  o£  n«iikec  ap|itre<iai.Lua  nor  depre- 
eiasi»a  anid  aa  aaiouiit  daanied  to  represeot  its  dediiBie  in  ^'a{uc  is  wit  an  aJiowiiblc 
deduction  fnm  gross,  inroaae.    (^T.  1>.  2680^;  art.  $0 

(Costumes  purchased  and  used  exclusively  in  prothietion  oi  a  play  and  whick  are 
not  adapted  ioa  occaaiodal  pevsooal  use  and  are  not  so^  used,  are  psjtt  of  tke  equip- 
ment of  a  btfinne^,  ^umL  aa^uch^  sitbiiect  to  deprociatioa.  ia  value  ou  account  of  wear 
aad  tear  ariemg  horn  than  use  in  tlie  buflim?ss;  reasouable  aLk>waince  £oc  such 
depreciation  aaay  be  claiiaed.    (T.  D.  ^^.U;  avt.  &) 

Where  termaol  wiAil  ertroat  or  decree  of  court  paoRride  for  keeping  conpus  odE  trust 
estate  intact  and  where  physical  property  has  suffered  depreciation  thioi^  lis 
en^Joyaieat  m  busuiess,.  dedaA!i;r>a  from  grosd  inceKLic  to  caKO>  for  this  depraciation, 
whefe  deduetion  is  applied  or  held  by  fid^'iaxy  foi  laaJfing  good  3U£h  depivcia- 
tion„  BW^  be  claiuwd  by  iidaei&ry  ia  kia  fetiurn;  coutents  of  toturni;.  beuclWiary 
required  in  case  of  trust  estate  to  account  for  JuLualauieantadiatrifauteil  or  credited 
tahim.   (T.  D.  2690;acl.29.) 

Leawe  cat^ocabioa  may  not  <leJjUiCt  auy  dapredaiiork  with  respect  to  buiikiings 
eieetad  by  it  en  leased  j^ouad,  but  cuat  of  iucxiental  repiura  necessary  tu-  keep 
baaUidigau^edieieQi  condition  for  |Mrpose  of  theif  use  ^  ue  deducted  as  axpi^nsc 
ef  c^entMya  aiad  aaaiatCBaaGe;.  i£  l^  of  iBi{u:ovemon.t  ialaaB  tliaji  life  of  lease,,  depre- 
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ciation  may  be  taken  by  lessee,  based  upon  cost  and  life  of  improvement.    (T.  D. 
2690;  art.  140.) 

Where  stock  has  been  purchased  for  any  purpose  and  afterwards  dies  from  disease 
or  injury  or  is  killed  by  order  of  authorities  of  8tate  or  United  States,  and  cost  thereof 
has  not  been  claimed  as  an  item  of  expense,  actual  purchase  price  of  such  stock, 
less  any  depreciation  which  may  have  oeen  previously  claimea,  may  be  deducted 
as  a  loss.    (T.  D.  2690;  art.  4.) 

When  improvements  under  lease  or  rental  contract  become  part  of  real  estate, 
difference  between  cost  thereof  and  allowable  depreciation  during  lease  term  is 
gain  or  profit  to  lessor  at  end  of  lease  term,  and  must  be  accounted  for  as  income  at 
that  time.    (T.  D.  2690;  art.  4.) 

When  loss  is  claimed  through  destruction  of  property  by  fire,  flood,  or  other 
casualty,  amount  deductible  will  be  difference  between  value  as  of  March  1,  1913, 
or  cost  of  property  and  sah-a^c  value  thereof,  including  in  the  latter  value  the  amount, 
if  any,  tnat  has  been  or  should  have  been  set  aside  and  deducted  in  current  or 
previous  ^^ears  from  gross  income  on  account  of  depreciation  and  which  lias  not  been 
paid  out  in  making  good  the  depreciation  sustained.    (T.  D.  2690;  art.  147.) 

I..086  due  to  voluntary  removal  or  demolition  of  old  buildings,  scrapping  of  mach- 
inery, equipment,  etc.,  incident  to  renewals  and  replacements  will  be  deductible 
in  amount  representing  difference  between  cost  of  such  property  and  amount  meas- 
uring reasonable  allowance  for  depreciation  which  property  hid  undergone  prior 
to  its  demolition  or  scrapping.    (T.  D.  2690;  art.  155.) 

Corporations  disposing  of  patents  by  sale  should  determine  profit  or  loss  by  com- 
puting difference  between  selling  price  and  value  as  of  March  1,  1913,  if  acquired 
prior  to  that  date,  or  ^between  selling  price  <and  costj  if  acquired  subsequent  to 
such  date;  profit  or  loss  thus  ascertained  should  be  increased  or  decreased,  as  case 
may  be,  by  amount  deducted  on  account  of  depreciation  of  such  patents  since 
March  1,  1913,  or  since  date  of  purchase  if  acquired  after  that  date.  (T.  l>.  2690; 
art.  157.) 

Deduction  for  depreciation  authorized  by  item  second  of  section  12  should  be 
amount  of  loss  occurring  during  year  to  which  return  relates,  estimated  on  cost  of 
physical  property  with  respect  to  which  such  deduction  is  claimed,  which  loss 
results  from  wear  and  tear  aue  to  use  to  which  property  is  put  and  which  loss  has 
not  been  made  good  through  expenditures  for  renewals,  replaoemej^ts,  and  repairs 
deducted  under  neading  of  expense  for  maintenance  and  operation;  within  purview 
of  this  item  depreciation,  to  amount  measuring  decline  in  value  due  to  exhaustion, 
wear  and  tear  of  property  arising  out  of  its  use,  is  a  loss,  which  loss,  in  order  to  con- 
stitute allowable  deduction,  must  be  chai^^  o£f;  manner  of  charging  off  loss  is 
not  material,  except  that  the  amount  must  be  either  deducted  directly  from  book 
value  of  assets  or  credited  to  a  depreciation  reserve  account  and  as  such  shall  be 
reflected  in  annual  balance  sheet.    (T.  D.  2690;  art.  159.) 

W^here  corporation  at  end  of  year  distributes  net  income  as  dividends,  without 
providing  for  depreciation,  it  will  be  estopped  from  claiming  in  its  returns  for  such 
year  any  deduction  on  account  of  depreciation  unless  it  is  shown  conclusively  that 
property  account  has  been  reduced  hy  amount  of  depreciation  claimed  or  unless 
Bucn  amount  has  been  credited  to  a  depreciation  reserve  account  and  such  amount 
was  in  fact  a  reasonable  allowance;  a  depre<'iation  reserve  account  authorized  by 
section  12  can  not  be  diverted  to  payment  of  dividends;  fact  that  no  reserve  was  made 
for  depreciation  indicates  that  there  was  no  loss  on  th's  account  to  be  provided 
for.    (T.  D.  2690;  art.  161.) 

Though  no  definite  rate  has  been  fixed  by  which  deduction  on  account  of  depre- 
ciation in  value  of  property  subject  to  wear  and  tear  is  to  be  computed,  it  is  con- 
templated that  sucri  allowance  shall  be  computed  upon  basis  of  cost  of  property 
and  probable  number  of  years  constituting  its  life;  deduction  relates  solely  to  li>68 
due  to  use,  wear,  and  tear,  and  matter  of  obsolescence  is  not  relevant.  (T.  D.  2690; 
art,  162.) 

There  is  no  substantial  di.«»tinction  as  applied  to  a  mine  between  depreciation 
which  was  sought  by  mine  owners  under  the  acts  of  August  5,  1909,  and  October  3, 
1913,  and  the  depletion  which  was  allowed  by  the  act  of  September  8,  1916.  (T.  D. 
3001;  Apr.  15,  1920.    Ct.  Dec.) 

Deduction  on  account  of  depreciation  in  case  of  buildings  shall  not  include  any 
allowance  for  estimated  loss  due  to  lessening  of  rental  value,  nor  shall  computation 
of  deduction  be  influenced  by  changed  environment  after  period  of  years  nor 'by 
its  lack  of  adaptability  to  use  originally  intended  nor  to  any  other  outside  influence 
affecting  its  value,  but  an  allowable  depreciation  shall  be  determined  solely  upon 
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estimated  life  of  such  buildings  after  making  due  allowance  for  ordinary  repairs, 
rout  of  which  may  be  deducted  as  exp3n333  for  miintenance  and  oporation.    (T/  D . 
2690;  art.  162.) 

Assats  of  any  character  whatever  which  are  not  affected  by  use,  wear,  and  tear 
(except  patents,  copyrights,  etc.)  are  not  subjest  to  depreciation  allowance;  real 
estate  as  such,  and  as  distinct  from  improvements  thereon,  is  not  reduced  in  value 
by  reason  of  wear  and  tear,  and  therefore  allowance  contemplated  as  offset  to  depre- 
ciation in  case  of  real  estate  corporations  does  not  apply  to  the  ground,  but  is  inten  Jed 
to  measure  the  decline,  by  reason  of  wear  and  tear,  in  value  of  improvem3nt3. 
(T.  D.  2690;  art.  162.) 

Where  actual  cost  of  buildings  or  improvements  at  time  they  yrere  taken  over  by 
corporation  can  not  be  definitely  determined,  it  will  be  sufficient  for  purpose  of 
determining  rate  of  depreciation  to  be  used  in  computing  amount  taxable  to  esti- 
mate actual  value  at  time  acquired  of  buildings  or  improvement  if  acquired  after 
March  1, 1913,  or  fair  market  price  or  value  as  of  that  date  if  property  was  acquired 
prior  thereto,  value  in  either  case  to  be  reduced  by  amount  of  depreciation  pre- 
viously sustained.    (T.  D.  2690;  art.  163.) 

Depreciation  set  up  on  books  and  deducted  can  not  be  used  for  any  purpose  other 
than  in  making  good  loss  sustained  by  reason  of  wear  and  tear  of  property  with 
respect  to  which  it  is  claimed;  if,  however,  investment  is  made  in  extensions, 
additions,  or  betterments  of  company 's  own  property,  representing  part  or  whole 
of  credit  bsdance  of  depreciation  reserve  account,  such  investment  will  not  be 
considered  a  misuse  or  diversion  of  the  depreciation  deduction  otherwise  allowable. 
(T.  D.  2690;  art.  164.) 

Where,  by.  reason  of  underestimating  life- of  property  or  overestimating  rate  of 
deterioration,  an  amount  in  excess  of  vearly  aepieciation  has  been  taken,  rate 
applicable  to  future  years  should  at  once  be  reducea  and  balance  of  cost  of  property 
not  provided  for  through  a  depreciation  resever  should  be  spread  over  estimated 
remaining  life  of  property.    (T.  D.  2690;  art.  165.) 

Good  will  represents  value  attached  to  business  over  and  above  value  of  physical 
property  and  is  such  an  intangible  asset  that  it  is  not  subject  to  wear  and  tear  and 
no  claim  for  depreciation  on  account  of  it  can  be  allowed;  any  loss  resulting  from 
or  on  account  of  investment  in  good  will  can  be  determined  only  when  property 
or  business  to  which  good  will  attaches  is  sold  or  disposed  of,  in  which  case  profit 
or  loss  will  be  determined  upon  basis  of  value  of  assets,  including  good  will  if  acouired 
prior  to  March  1,  1913,  or  their  cost  if  acquired  subsequent  to  that  date.  (T.  D. 
2690;  art.  167.) 

No  deduction  will  be  allowed  for  depreciation  of  trade-marks  and  trade  brands; 
if  such  assets  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  cost  or  less  than  their  determined  fair  market  value  as  of 
March  1, 1913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less 
than  cost  or  value,  as  case  may  be,  will  be  loss  deductible  from  gross  income  of  year 
in  which  such  assets  were  sold.    (T.  D.  2690;  art.  168.) 

Depreciation  computed  on  total  invoice  cost  of  merchandise  in  stock  is  not  an 
allowable  deduction,  except  that  if  portion  of  such  merchandise  is  unsalable  by 
reason  of  obsolescence  or  damage,  depreciation  deduction  not  in  excess  of  decline 
in  value  during  taxable  year  will  be  allowed.    (T.  D.  2690;  art.  169.) 

If  individual  or  corporation  charges  expense  of  drilling  wells  or  further  develop- 
ment to  capital  account,  th.e  same,  in  so  far  as  expense  is  represented  by  physical 
Toperty,  may  be  taken  into  account  in  determining  reasonable  allowance  for 

epreciation  during  each  year  until  property  account  thus  augmented  has  been 
extinguished  through  annual  depreciation  deductions,  after  which  no  further 
deduction  on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business, 
cost  of  drilling  nonproductive  wells  may  be  deducted  from  gross  income  as  operating 
expense.    (T.  D.  2690;  art.  170.) 

Ownership  of  mine  content  at  time  for  which  computation  is  made  is  an  essential 
prerequisite  to  an  allowable  deduction  for  depletion  under  section  5  (a)  and  section 
12  (a)  of  Title  I  of  the  act  of  September  8,  1916,  as  amended;  deduction  in  case 
of  lessee  limited  to  amount  equal  to  capital  actually  invested  in  lease  without  regard 
to  value  as  of  March  1,  1913,  or  any  other  date;  the  seventh  and  eighth  paragraphs 
of  section  5  (a)  and  the  second  paragraph  of  section  12  (a)  authorize  in  case  of  mine 
owners  two  claases  of  deductions  to  take  care  of  wastingsof  assets,  namely,  deprecia- 
tion and  depletion.    (T.  D.  2690;  art.  171.) 

Where  designs,  drawings,  patterns,  or  models,  for  which  corporation  has  made 
ezpenditnreS)  result  in  production  of  goods  which  prove  to  be  salable  for  certain 
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length  of  time  aad  then  become  pbsc^ete  and  can  not  be  aold^  amount  c^ipended 
for  such  dcdgnS)  etc.,  leas  any  amounts  claimed  as  defHreciation  or  as  return  of 
capital  may  be  charged  off,  be  included  in  and  deducted  as  loss  incident  to  business, 
provided  full  and  complete  information  is  reported  to  satisfaction  of  Commissioner 
of  Itttenaal  Rcvfmue.    (T.  D.  SBOOr  art-  177- ) 

Where  no  depreciation  has  been  charged  off  and  deducted  from  gross  income 
of  prior  years,,  amount  allowable  as  deduction  for  year  in  vhich  property  becomes 
obsolete  shall  be  ascertained  by  deducting  from  property  its  residual  value  plus 
amount  eq^ual  to  depreciation  actually  sustained  during  the  prior  period  and  which 
might  have  been  deducted  when  computed  ar  rate  applicable  to  same  or  similar 
property;  amount  of  such  depreciation  as  applicable  to  former  years  may  bo  made 
bfiflis  of  amended  Fetums  aad  c^im  for  refmid  of  taxes  orerpaiid  b^y  reason  of  fact 
that  no  depreciation  deduction  was  claimed  in  those  years,    (f.  D.  26W>;  art.  179.) 

Insurance  companies,  otl'ierthan  mutuals,  but  including  mutual  life  and  mutual 
marine,  may  add  to  expenses  in  Keu  of  depreciation  of  formture  and  fixtures,  actual 
cost  of  repairs,  leplacements,  and  rencwaJs  of  such  furniture  as  is  reported  to  State 
insurance  department,  provided  that  in  case  of  an  originsd  investment  coat  thereof 
shall  be  charged  to  capital  account.     (T.  I>.  269^;  art.  240.) 

Expenditures  for  incidental  repairs  which  do  not  add  to  vulue  nor  appreciably 
prolong  life  of  propertr  are  deductible  as  expenses  by  insurance  companies  other 
than  mutuals,  out  rncfudiiig  mutual  life  amd  inutual  marine,  but  expenditures  for 
new  hoildings,  permanent  improvements,  or  betterments,  which  increase  value  of 
property,  or  for  restoring  or  replacing  property,  are  not  deductiblte;  such  expendi- 
tures arc  properly  chargeable  to  capita!  account,  to  be  exthjgutshed  througji  annual 
depreciation  allowance.    (T.  D.  2690;  art.  240.) 

Reasonable  allowance  Cor  wear  and  teaar  of  property  arising  out  of  its  use  or  employ- 
ment in  business  or  trade  is  to  be  based  upon  cost  of  snA  preperfx  or  on  its  fair 
market  plrke  or  value  a^  of  Marrh  1,  19^3.  if  acqwed  prior  thereto:  in  absence  of 
proof  to  contrary  it  will  bo  assumed  flraf  such  \mvLe  as  of  Mardi  1.  1*13,  is  cast  of 
property,  less  depreciation  upt^rtliat  date.    <T.  D.  27M:  Aug.  23;  19ia> 

MJmitJQii  in.aniif acturera'  tax. 

Depreciation  deduction  autherioed  \yy  the  act.  q£  September  8^  I9»1G^  rekies  to 
loBfr  diie  i»  use,,  wear,  axMi  te^r  o£  pliysieaL  prt^rty  awned  and  used  by  the  manu- 
facturer but  which  is  not  specilicalty  designed  or  installed  for  Purpose  of  mamUac- 
tunDg:muniti»aA  or  pacts  thereof,  and  which,  wiJthaut  matezialartefation  and  change, 
.  may  b&  used  in  any  other  business  ia  which  person  may  Ije  engaged;  annual  deduc- 
tion on  tliis  account  will  be  reasonable  allowance  determined  upon  hmh  of  cost  and 
the  piobaWe  number  of  years'CQOstituting  life  of  property;  if  same  budding  and 
equipment  arc  used  coinadentlj'  for  jjurooscs  other  than  manufacture  of  munitions 
or  parts  thereof,,  amount  deductible  win  be  apportioned  in  accordance  w^itb  rulo 
for  apportioaing  running  expenses.     (T.  D.  23tJ4:  art.  20.) 

Neither  depr^iation  ner  amortizjttiou  deiurtion  allawable  will  relate  to  property 
used  in  connection  with  any  other  busiske^  ciurriei  on  by  the  manuXacturof;  amorti- 
zation applies  only  and  pirticularly  t>  thoae  special  plants  and  erjuipment  who.^e 
life  and  value,  except  salvage,^  will  terminate  with  the  end  of  the  business  for  whicii 
tJiey  weie  erected  and  equipped,  and  it  is  to  be  differentiated  from  depreriition 
in  that  the  latter  relates  to  property  whose  Kie  and  value  is  not  dependent 
upon  or  materially  affected  bv  its  use  in  mjinufacturc  of  munitions  or  parts  there.^i. 
(T.I).23Srl:art.21.) 

X>&SCSKT  AND  DXSTIlIBXJTIOliL 

See  '^-Estates";  "Estate  Taxes*';  *^lnltaeFiln^^c  Tiixea.*" 
DBSXBT7GTION  OF  FBOPERTT. 
OompenMkftMii— -BxocBV  profits  tax. 

In  case  of  property  title  to  which  has  boon  requisitioned  for  war  uses,  er  property 
which  has  been  lioet  or  destrojred  in  whole  or  in  port  tiKoogh  war  hasavda,  excess 
of  araoont  received  by  eivnev'as  compenaation  tok  poo^Mrty  over  raise  tereol  on 
Mar.  1,  I^IS,  or  orer  its  coal  if  it  was  anpsired  after  tlutt  &4e,  cxeept  8»  far  as  ac- 
tuaHly  used  for  veplacemeat  of  pzaperty  m  kind,  is  suAx^ecl  to  oxcess-pcoftts  taKv>s. 
(T.  P.  270«;  Apr.  25,  ISftS.) 

Althcrugfc  intention  or  obli«jafrkH»  of  owneir  of  property  requieitioBed  for  war  uses, 
or  lost  or  destrored  tlwongfh  war  hasards,  may  be  to  use  en^rre  ameonft  reewv^  as 
compensation  for  replacement  in  kiwi  of  eweh  property,  siuch  rsplaranefrt  nwy  not 
he  practicable  f&i  a  constdenibile  ttai^,  ew^g  to  war  conekitBooB;  »  such  case  tax- 
payer may  MteliliBfa  ^'replaccneot  IumI''  an  wiuck  m^imsmaamt^camp^aaaiioji 
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shall  be  held,  and  pending  dispoeitiou  thereof,  accounting  for  gain  or  loes  may  be 
deferred  for  reMonable  time,  to  be  determined  by  Coramissiunor  of  Internal  llevo- 
nue.    (T.  D.  2706;  Apr.  25,  1918.) 

WTiero  property  requisitioned,  lost,  or  damaged,  constitutes  all  or  part  of  security 
under  "mortgage  or  trust  indenture,  amount  carried  to  rejilacoment  fund  may,  sub- 
ject to  approval  of  commissioner,  be  amount  of  compensation  received,  less  amount, 
if  any,  irnich  becomes  payable  out  of  such  compensation  under  terms  of  such  in- 
strument or  obligations  thereby  secured;  in  sucn  case  taxpayer  should  apply  to 
commissioner  for  permission  to  establish  such  fund,  reciting  in  his  application  all 
facts  relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possi- 
blo  to  replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security, 
or  make  deposit;  when  replacement  or  restoration  is  made,  new  or  restored  prop- 
erty shall  not  be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  which 
the  requisitioned,  damaged,  or  de3troy^  property'-  was  carried,  except  and  to 
extent  that  such  new  or  restored  property  nas  an  increased  productive  capacity. 
(T.  D.  2706;  Apr.  25,  1918.) 

Forms  of  application  for  permisiian  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.    (T.  D.  2733;  June  17,  1918.) 

Income  taxes. 

Property  destroyed  by  order  of  authorities  of  State  or  of  United  States  may  be 
claimed  as  a  lo3s;'if  reimbursement  is  made,  amount  received  shall  be  reported  as 
income  for  year  in  which  reimbursement  is  made.    (T.  D.  2690;  art.  4.) 

Actual  cost  of  property  destroyed  by  order  of  authorities  of  a  State  or  of  the  l^nitecl 
States  may  be  claimed  as  a  loss;  but  if  reimbursement  is  made  by  a  State  or  United 
States,  amount  received  shall  be  reported  as  income  for  year  in  which  reimburse- 
ment is  made.    (T.  D.  2690;  art.  123.) 

When  lose  is  claimed  through  destruction  of  property  by  fire,  flood,  or  other 
casualty,  amount  deductible  will  be  difference  between  wAue  as  of  March  1,  1913, 
or  cost  of  propert}-  and  salvage  value  thereof,  including  in  the  hitter  value  the 
amount,  if  any,  that  has  been  or  should  have  been  set  aside  and  deducted  in  current 
or  previous  years  from  gross  income  on  account  of  depreciation  and  which  has  not 
been  paid  out  in  making  good  the  depreciation  sustained.    (T.  I>.  2690;  art.  147.) 

Loss  due  to  voluntary  removal  or  demolition  of  old  buildings,  scrapping  of  ma- 
chinery, equipment,  etc.,  incident  to  renewals  and  replacements  will  be  deducti- 
ble, in  amount  representing  difference  b?tweon  cost  of  such  property  and  amount 
measuriDg  reasonable  aiiowaoce  for  d^^preciation  whicli  pro]>erty  liacl  undergone 
prior  to  its  demolition  or  scrapping.    (T.  D.  2690;  art.  155.) 

When  corporation  buys  real  estate  upon  which  is  located  building  or  buildings, 
which  it  proceeds  to  raze,  with  view  to  erecting  thereon  other  building  or  buildings, 
it  will  be  held  that  corporation  has  sustained  no  deductible  loes  by  reason  of  demo- 
lition of  old  building  or  buildings;  in  such  case  it  will  be  considered  that  value  of 
real  estate,  exclusive  of  old  imi)rovemeats,  is  equal  to  purchase  price  of  land  and 
buildings.    (T.  D.  2690;  art.  156.) 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destrv^yed  in  whole  or  in  part  through  war  hazards,  excess 
of  amount  received  by  owner  as  compernition  for  property  over  value  thereof  on 
March  1,  1913,  or  over  its  copt  if  it  was  acq^uired  after  that  date,  except  so  te  as 
actually  used  for  replacement  of  pn^perty  m  kind,  is  subject  to  income  and  w^ar 
income  taxes.    (T.  D.  2706;  Apr.  25,  1918.) 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses, 
or  lost  or  destroyed  through  war  hazards,  may  oc  to  use  entire  amount  received  as 
compensation  for  re]}lacement  in  kind  of  such  property,  such  replacement  may 
not  be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case 
taxpayer  mav  e.«?tablish  "replacement  fund"  in  which  entire  amount  of  compon- 
sation  shall  t>e  held,  an<l  pending  disposition  thereof,  accounting  for  gain  or  loss 
may  bo  deferred  for  reasimablc  time,  to  be  determined  by  i'ommissioner  of  Internal 
Revenue.    (T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged,  constitutes  all  or  part  of  security 
under  mortgiige  or  trust  indenture,  amount  carried  to  replacement  iund  may,  sub- 
ject to  approval  of  commis:$ioner,  be  amount  of  compensation  received,  loss  amount, 
if  any,  which  becomes  payable  out  of  such  compensation  under  terms  of  such  in- 
slniment  or  obligations  thereby  secured;  in  sucii  case  taxpayer  should  apply  to 
commissioner  for  peBimission  to  establish  such  fund,  reciting  in  his  application  all 
facts  relating  to  transaction  ami  undertaking  to  proceed  as  expeditioiisly  as  possible 
to  replace  or  restore  property;  tax()ayer  requited  to  furnislk  bond  with  security,  or 
make  deposit;  when  replacement  or  restoration  is  made,  now  or  restored  property 
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Income  taxes— Continued. 

shall  not  be  valued  in  accounts  qf  taxpayer  at  amount  in  ^  excess  of  that  at  which 
the  requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  nas  an  increased  productive  capacity..  (T.  D. 
2706;  Apr.  25,  1918.)         •        ^  ' 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.    (T.  D.  2'/33;  June  17,  1918.) 

DI8CLOST7RE. 
Income  tax  returns. 

See  ** Inspection." 

Copies  of  returns  on  file  in  Commissioner's  office  may.  not  be  sent  to  any  person, 
except  corporation  itself  or  to  its  duly  authorized  attorney;  duly  authorized  attorney 
for  this  purpose  is  one  possessing  properly  executed  power  of  attorney  in  writing  by 
corporation,  which  designation  snail  be  signed  by  two  officers  of  corporation  and 
bear  impress  of  the  seal.     (T.  D.  2690;  art.  226.) 

Disclosure  bv  collector,  deputy  collector,  agent,  clerk,  or  other  officer  or  em- 
ployee of  the  L^nited  Slates  to  any  person  not  legally  authori7ed  to  receive  same  of 
any  information  whatever  contained  in  or  set  forth  by  any  return  of  annual  net  in- 
come made  pursuant  to  the  law,  is,  by  the  act,  made  a  misdemeanor,  and  is  punish- 
able by  fine  not  exceeding  $1,000,  or  by  imprisonment  not  exceeding  one  year,  or 
both,  Tn  discretion  of  the  court,  and  if  offender  is  an  officer  or  employee  of  tlie  United 
States  he  shall  be  dismissed  and  be  incapable  thereafter  of  holciing  any  office  under 
the  United  States  Government.     (T.  D.  2690;  art.  229.) 

DISCOUNTS. 

Estate  tax. 

Discount*  allowed  on  original  payment  of  tax  not  allowed  on  payment  of  addi- 
tional assessment.    (T.  D.  2570;  Nov.  6,  1917.) 
Excise  taxes. 

A  discount  for  cash  or  other  discount  made  subsequently  to  sale  can  not  be  de- 
ducted in  computing  price  for  purpose  of  tax  imposed  by  section  600  of  the  act  of 
October  3,  1917.    (T.  D.  2719;  Art.  III.) 
Income  taxes — Net  income. 

Where  shares  of  capital  stock  are  sold  at  a  discount,  amount  of  discount  is  not  a 
loss  deductible  from  operating  income.    (T.  D.  2690;  art.  97.) 

Where  banks  or  other  corporations  loan  money  by  discounting  bills  or  notes,  one 
of  two  methods  shall  be  used  in  determining  amount  of  discount  to  be  reported  as 
income,  namely,  (1)  if  bank  or  corporation  makes  practice  of  crediting  discount 
directly  to  "discount  account"  or  to  profit  and  loss,  total  amount  thus  credited 
during  year  shall  be  considered  income,  regardless  of  fact  that  portion  nuiy  represent 
discount  paid  in  advance;  (2)  if  bank  or  corporation  follows  practice  of  cmiiting 
discount  to  ** unearned  discount  account,''  and  later,  as  discount  becomes  earned, 
dobitfi  unearned  account  and  credits  ''earned  discount  account"  with  amount  so 
earned,  total  amount  credited  to  '* earned  discount  account"  during  year  shall  be 
considered  income.     (T.  D.  2690;  art.  114.) 

Discount  on  bonds  issued  and  sold  prior  to  1909,  if  such  discount  was  then  chained 
against  surplus  or  against  income  of  year  in  which  bonds  were  sold,  not  deductible 
from  income  of  subsequent  years,  for  reason  that  chai:gin^  off  prior  to  January  1, 1909, 
of  entire  amount  of  discount  constitutes  closed  transaction.     (T.  D.  2690;  art.  149.) 

Where  corporation  having  sold  its  bonds  at  discount,  discount  having  been  de- 
ducted from  gross  income,  later  repurchases  or  redeems  the  bonds  at  a  price  less  than 
par,  difference  between  price  at  which  they  are  redeemed  and  their  par  value  will 
oe  returned  as  income;  if  bonds  are  sold  at  premium,  premium  must  be  returned  as 
income.     (T.  D.  2690;  art.  150.) 

Where  corporation  sells  its  bonds  at  discount  plus  commission  for  selling,  amount 
of  such  discount  and  commission,  together  with  other  expenses  incidental  to  issuing 
bonds,  constitute  a  loss,  a^regate  amount  of  which  will,  for  purpose  of  income-tax 
return,  be  prorated  over  life  of  bonds  sold,  and  amount  thus  apportioned  to  each 
year  will  bo  deductible  from  gross  income  of  each  year  until  oonds  shall  have 
been  retleemetl.    (T.  D.  2690;  art.  150.) 

Where  bonds  were  sold  subsequent  to  January  1^  1909,  at  a  discount,  and  amoimt 
of  discount  was  charged  off  on  books,  either  against  earnings  or  surplus,  but  not 
deducted  in  corporation's  return  of  net  income,  such  discount  as  was  not  then  de^ 
ducted  may  be  spreeul  over  life  of  the  bonds  and  an  aliquot  part  of  the  discount  mav 
be  deducted  from  gross  income  of  each  year  until  bonds  mature  or  are  redeemed. 
(T.  D.  2690;  art.  160.) 
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DISMISSAL  OF  ACTIONS. 

Income  taxee-^Claims. 

Where  euit  for  taxes  not  abated  as  uncollectible  i^  dismissed  upon  technical  defect 
in  proceedings,  or  when  adverse  verdict  is  rendered  on  some  technical  fpround  not 
reaching  merits  of  case,  and  right  to  new  trial  er  to  appeal  has  elapsed  and  tax, can 
not  be  collected  by  distraint  or  by  suit  in  equity  to  subject  real  estate  to  sale,  claim 
for  abatement  should  be  made  on  Form  53.    (T.  D.  2690;  art.  254.) 

DISSOLVED  COBFOBATIONS. 
Income  taxee. 

Corporation  which  was  dissolved  in  1917,  prior  to  passjw^e  of  act  of  October  3,  1917, 
is  subject  to  tax  under  act  of  September  8,  1916,  as  amended,  and  also  to  war  income 
tax  and  war  excess  profits  tax  imposed  by  act  of  October  3,  1917.  (T.  D.  2690; 
art.  61.) 

Betoma. 

Corporation  which  was  dissolved  in  1917,  prior  to  passage  of  the  act  of  October  3t 
1917,  will  make  return  on  Form  1031,  revised,  covering  period  in  1917  during  which 
it  was  in  busineaa  prior  to  its  dissolution;  if  it  shall  have  previously  made  return 
covering  this  oeriod  and  shall  have  paid  any  excess-profits  tax  under  act  of  March 
3,  1917,  it  shall  be  entitled  to  credit  for  amount  of  tax  so  paid  against  any  excess 
profits  tax  assessed  against  it  under  Title  II  of  the  act  of  October  3,  1917.  (T.  D. 
2690;  art.  61.) 

All  corporations  having  existence  as  such  during  all  or  any  portion  of  year,  unless 
Bpecifically  exempt,  are  required  to  make  returns;  corporations  dissolved  during 
year  and  whose  fiscal  year  coincides  with  calendar  year  will  make  returns  coverine 
period  from  January  1  to  date  of  dissolution,  and  such  corporations  having  fiscu 
year  other  than  calendar  y?ar  will  make  returns  covering  period  from  beginning 
of  fiscal  year  to  date  of  dissolution,  and  new  corporations  will  make  returns  for 
period  from  date  of  or^nization  to  December  31,  unless  fiscal  year  is  designated  in 
proper  manner,  in  which  case  returns  for  period  from  date  or  oreanization  to  close 
of  fiscal  year  so  established,  in  no  case  to  exceed  12  months,  wiU  be  filed*  (T.  D. 
2690;  art.  203.) 

Corporation  going  into  liquidation  during  any  tax  period  may  at  time  of  such 
liquiuation  prepare  final  return  covering  income  received  or  accrued  to  it  during 
fractional  part  of  year  during  which  it  was  engaged  in  business  and  immediately 
file  same  with  collector  of  district  in  which  corporation  has  principal  place  of  busi* 
ness;  before  distributing  assets  dissohing  corporation  shoiild  reserve  funds  suffi- 
cient to  pay  any  income  tax  assessable  against  it;  otherwise  tax  may  be  collected 
by  suit  against  stockholders.    (T.  D.  2690;  art.  205.) 

DISTILLED  SPIKITS. 

See  **Rectified  Spirits. " 

Act  pabliflhed. 

Extract  from  act  of  September  8, 1916,  relating  to  tax  on  distilled  spirits,  published 
for  information  of  internal-revenue  ofliicers  and  others  concernea.  (T.  D,  2365; 
Sept.    11,    1916.) 


Extracts  from  act  of  February  14,  1917,  prohibiting  manufacture  and  sale  of 
alcoholic  liquors  in  Alaska,  published  for  information  of  internal-revenue  officers 
and  others  concerned.    (T.  1).  2466;  Mar.  27,  1917.) 

Beverages— Bonds. 

Persons,  firms,  or  corporations  (except  distillers  and  proprietors  of  bonded  ware- 
houses, making  deliveries  in  original  tax-paid  packi^es,  who  are  already  required 
to  give  bonds)  desiring  to  use  or  sell  or  to  use  and  sell  distilled  spirits  for  other  than 
beverage  purposes,  must  apply  for  permit  and  file  bond  with  corporate  surety  or 
with  two  personal  sureties  wno  qualified  on  Form  33,  to  be  approved  by  collector; 
bond  with  personal  sureties,  without  justification  by  the  sureties  on  Form  33,  may 
be  accepted  on  certain  conditions;  single  bond  authorized  where  same  person  or 
corporation  is  operating  number  of  drug  stores  in  same  city.  (T.  D.  2559;  Oct.  26, 
1917.    T.  D.  2576;  Nov.  10,  1917,    T.  1).  2788;  Feb.  6,  1919.) 
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B  everages— B  onds  — Contintted . 

Holders  of  permits  for  use  of  nonbeverage  distilled  spirits  aad  wines  issued  prior 
to  November  1, 1919,  required  to  give  new  bond  not  later  than  December  31,  1919; 
however,  no  new  bond  need  be  filed  where  fiatis&ctory  bond  was  filed  prior  to 
NovembM- 1, 1919,  on  latest  revised  Form  738  published  in  T.  D.  2788  or  T.  1).  2840, 
in  sufiicient  penal  Bom  to  meet  requirements  of  T.  D.  2940,  and  in  no  case  less  than 
$1,000;  existingpermits  expire  on  December  31,  1919,  unless  new  bond  is  furnished 
as  required.    (T.  D.  2946;  Nov.  13,  1919.) 

Applicant  for  permit  to  use  nonbeverage  distilled  spirits  or  wines  must  furni-?}! 
bond,  in  duplicate,  conditioned  that  he  shall  comply  with  laws  and  regulations 
reitricting  sale  or  use  of  distilled  spirits  or  wines  for  other  than  beverage  purposes; 
bond  must  have  corporate  surety  or  two  personal  sureties  and  must  be  approved  by 
prohibition  enforcement  officer  of  the  State;  personal  bond  may  be  accepted  also 
if  Government  bonds  in  amount  equal  to  penal  sum  of  bond  offered  shall  be  duly 
assigned  to  Commissioner  of  Internal  Revenue  and  depjosited  with  prohibition 
enforcement  officer  as  collateral  securitv;  contents  of  bond ;  signatures;  alterations  and 
erasures;  fofms;  cancellation.     (T.  D.*2940;  Oct.  29,  1919.) 

Basis  of  penal  sum  of  bond  covering  use  or  sale  of  nonbeverage  spirits  is  f  4.20  i)er 
proof  gallon  on  quantity  of  spirits  which  will  be  received  during  any  quarterly 
period  of  calendar  year,  plus  amount  of  nonbeverage  spirits  on  hand  at  end  of  pre- 
ceding quarter;  penal  sum  of  bond  covering  wines  will  be  computed  at  rate  |100 
for  each  200  gallons,  or  any  fractional  part  thereof;  penal  sum  of  bond  covering  both 
nonbeverage  spirits  and  wines  shall  be  aggregate  sum  of  amounts  required  for  each ; 
provided,  however,  that  penal  sum  of  any  bond  shall  be  not  less  than  $1,000,  nor 
more  than  $100,000.    (T.  D.  2946;  Nov.  13,  1919.) 

■ Books  and  transcripts. 

Distillers  and  storekeepers  required  to  make  certain  entries  on  their  records 
when  packages  of  distillea  spirits  are  sent  out  from  distillery;  rectifiers  required  to 
make  certain  entry  in  record  when  spirits  arc  received  for  rectification;  wholesale 
liquor  dealers  required  to  make  entry  on  book  52  and  on  monthly  transcii{>ts. 
(T.  D.  2559;  Oct.  26,  1917.    T.  D.  2788;  Feb.  6,  1919.) 

. Brandy. 

Distillers  of  brandy  made  from  grape  cheese,  sweetened  as  provided  in  the  act 
of  September  8,  1916,  are  exempt  from  same  provisions  of  law  from  which  distillers 
of  brandy  from  other  fruits,  wine,  and  fniit  pomice  residuum  have  been  exempted, 
as  set  forth  in  Regulations  No.  7,  revised  July  10,  1914;  seven  pounds  of  unsweet- 
ened grapje  cheeae  deemed  a  gallon;  records;  use  of  brandy  in  fortification  of  sweet 
•  wine;  notice  on  Form  27 J  and  new  bond  on  Form  30J;  8ur»-ey;  records  and  returns; 
samples  of  sugar  solution  and  of  mash.     (T.  D.  2373;  Sept.  28,  1916.) 

There  is  no  i)rovision  in  the  act  of  September  8,  1916,  for  refund  of  tax  on  brandy 
used  in  fortifying  wines  or  red iat illation  of  such  wines;  since  act  of  September' 8, 
1916,  is  amenaatory  of  the  act  of  October  22,  1014,  refunding  provision  of  latter  act 
is  not  applicable.     (T.  D.  2387;  Oct.  30,  1916.) 

Installation  of  metal  or  wooden  st^al  locked  tanks  for  reception  of  brandy  or  sinR- 
lings  required;  construction  of  distillery  and  of  brandy  room  or  building;  pipes; 
try-boxes;  stills;  worms;  Vai  spirit  nietere  and  inspection  thereof;  sample  boxes. 
(T.  D.  2491;  May  21, 1917.    T.  D.  2514;  July  24, 1917.) 

Only  brandy  produced  from  grape.s  may  bo  fermented  and  dit«liiled  for  fortifying 
sweet  winoH  after  September  8,  1917.     (T.  D.  2520;  Aug.  30, 1917.) 

Fermenting;  and  distilling  of  any  materials  for  production  of  beverage  brandy 
after  September  8,  1917,  is  prohibited;  brandy  produced  from  grapes  may  be  dis- 
tilled for  fortifying  sweet  wines  under  act  of  September  8,  1916,  and  act  of  August 
10, 1917;  brandy  may  be  produced  from  materials  fermented  after  September  8, 1917, 
for  nonbeverage  purpo.ses.     (V.  D.  2559;  Oct.  20,  1917.     T.  D.  27S8;  Feb.  6,  1919.^ 

Compromise  of  violation  of  law. 

Any  violation  of  law  or  regulations  which  is  violation  of  act  of  August  10,  1917. 
onlv,  can  not  be  made  subject  of  compromise  by  Commissioner  of  Internal  Revenue, 
under  section  3229,  Revised  Statutes,  which  section  b  applicable  to  offenees  arising 
under  internal-revenue  laws  only.    (T.  D.  2559;  Oct.  26, 1917.) 

Any  violation  of  the  law  or  regulations  which  is  a  violation  of  the  act  of  August 
10, 1917,  or  the  act  of  November  21 ,  1018,  can  not  be  made  the  subject  of  compromise 
by  the  Oommiesioner  of  Internal  Revenue  imder  section  3229,  Re\'i9ed  Statutes, 
which  section  is  applicable  to  offenses  arising  under  the  internal-revenue  laws  only. 
(T.  D.  2788;  Feb.  6,  1919.) 
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Beverages — ^Continued. 

Flavoring  extracts. 

NonbeTenge  disUUed  sfMrits  taxabke  at  rate  of  $2.29  p«r  proof  gallon  may  be  used 
by  maaufacturers  of  flavoring  extracts  where  such  extvaets  arc  \mfit  for  UBe  as  a 
beveiage>  aad  «iich  cxtraete  may  ia  tura  be  used  ia  maimfacturmg  beverages. 
(T.  D.  25fi6;  Oct.  27^  1»17.> 

I^stiiled  cfaritB  v»d  id  maaufactoro  of  ordissry  flavoriog  eztracte  are  subject 
only  to  additional  tax  ol  $1.10  per  proof  galloa  imposed  by  section  SOS  of  act  of 
October  3, 1W7.    (1\  D.  2584;  Nov.  2$,  ltl7.> 

Labeils. 

Distilled  spirits  manufactured  for  other  than  beverage  purposes  from  foods, 
fruits,  etc.,  fermented  after  September  8,  1917^  when  entered  into  warehouse  must 
bear  printed  label,  to  be  provided  by  distiller  bearing  stated  le^nd;  manner  of  affix- 
ing label  and  form  thereof  stated;  pasting  on  metal  packages;  signatures;  advertising 
matter;  changing  spirits  from  one  container  to  another;  enacement  and  obliteration. 
(T.  D.  2558;  Oct.  26,  1W7.    T.  !>.  ?78»;  Pcb.  €,  1919.) 

Katariala  uaed  in  prodnction. 

Fooda,  fcuito,  food  materials,  or  feeds  proj^bitcd  lor  use  in  producing  beverage 
spirits^  indttde  all  cereals^  tubers,  fruits,  molasses,  grape  cheese^  apple  cheese, 
fruit  parings,  cannery  refuse,  beet-sugar  mousses,  sour  wine,  and  all  other  foods, 
feed,  fruit^  food  materials,  and  the  by-products  thereoL  (T.  D.  2520;  Aug.  30, 
1917.    T.  D.  2523;  Sept.  11,  1917.    T.  D.  2788;  Feb.  G,  1919.) 

Section  15  of  the  act  ol  August  10, 1917,  contemplates  that  where  foods,  fruitSf 
food  materials  or  feeds  arc  used  in  manufacture  of  distilled  spirits  for  beverago 
purposes  all  fermentation  must  be  finished  not  later  than  U  o  'clock  p.  m.  of  Septem- 
ber 8, 1917.    (T.  D.  2520;  Aug.  30,  1917.    T.  D.  2523;  Sept.  11,  1917.) 

Dilute  saccharine  liquid  djerived  from  sawdust,  woodwaste,  pulp,  and  like  base.'t 
is  material  from  whicn  the  production  of  distilled  spirits  for  beverage  purposes 
is  prohibited  by  section  15  of  tbe  food-contsol  act  of  August  10, 1917.  (T.  D.  ^26; 
Sept.  25,  Iftir.) 

Manufacture  ol  distilled  apirito  fcorn  ioodii,  fruits^  food  naaierials,^  or  feeds  for 
beverage  purposes  prohibited  after  September  8,  ldi7 ;  use  oi  dBtiQed  spirits  manu- 
factured from  such  materials  after  ^ptember  8,  1917,  in  manufacturing  or  pre- 
paring beverages  or  sale  of  such  spirits  for  beverage  purposes  forbidden;  materials 
prohiMted  for  use  in  producing  beverage  spirits  hold  to  include  cereals,  tubers, 
fruits,  cannery  refuse,  sour  wine,  etc. ;  production  of  grape  spirits  solely  for  use*  in 
fortification  of  sweet  wines  under  act  of  September  8,  1916,  not  within  prohibition. 
(T.  D.  2559;  Oct.  26,  1917.    T.  D.  2788;  Feb.  6,  1919.) 

Internal-revenue  storekeeper-gaugers  and  storekceper-gaugera  assignixl  as  gaugers 
will  be  guided  by  act  of  August  10,  1917,  and  regulations  aud  nilingtj  thereunder 
and  will  not  permit  thje  use  in  the  production  of  beverago  spirits  of  any  material 
held  by  T.  D.  2559  to  be  foods,  fruits,  food  material  or  feed.  (T.  D.  2576;  Nov.  10, 
1917.    T.  D.  2788;  Feb.  6.  1919.) 

Under  act  August  10,  1917,  no  beverage  distilled  spirits  inay  ]>e  manufactured 
from  foods,  fruits,  food  materials  or  feeds  for  expjrt  or  domestic  use.  (T.  D.  2788; 
Feb.  6, 1919.) 

NoDbevexage  produeta  a»d  purpfoaea. 

Spinta  maoBuiictnred  for  other  than  beverage  pinposes  from  prohibited  materials 
alter  S^lonber  8,  Idl7,  required  when  entered  into  wareh<»ise  to  bear  printed 
labeL,  to  be  pcovided  by  the  dtattUer,  bearing  stated  legend ,  such  label  to  be  pasted 
and  tacked  to  the  container,,  to  be  rectangular  in  form,  and  to  be  printed  in  letters 
easily  legible.  (T.  D.  2520;  Aug.  30,  1917.  T.  D.  2523;  Sept.  II,  1917.  T.  D. 
2559;  Oct.  26,  1»17.    T.  D.  27S8;  Feb.  6,  1919.) 

Distilled  apiiits  for  other  than  be\-cragc  purposes  may  be  used  only  in  the  arts, 
ecfteoce^  and  tiades,  where  circaioRtanccB  are  sach  that  there  can  bo  no  probability 
thai  Idle  i^rits  will  bo  used  or  sold  for  bevomge  purposes  or  in  (ho  manu{acturt3  or 
production  of  any  article  intended  for  use  as  a  beveyage;n>^i<^'^>^&l}<^ul^>^>&^d 
flavoring  extracts;  cosmetics  and  tail?t  preparations;  proprietary  medicines;  pota- 
ble proof  spirits.    (T.  D.  2359;  Oct.  26, 1917.    T.  D.  2788;  Feb.  6, 1919.) 

DistilUm  pxodu/:iog  nt^nbeverage  spirits  under  act  of  August  10,  1917,  required 
tc  canfierre  aniic^  feed,  contained  in  rcsi<^ue  oc  slop,  after  diatillatioD  ol  qnrits 
from  cereal-.    (T.  D.  2iS2;  Nov.  17, 1917.) 

SoK»U«d  ncadio'^^tai^  ^cohol  t£i?cable  ot  rat>?  $3.20  per  proof  ^llon  mu«t  not  bo 
dv«pesided  ui^dber  phyKictan's  preoi-riptimL^  xmlosn  ia  compounding  thereof  same  is 
80  DCiticated  o»  to  rctidertt  absolutely  unfit  for  use  asa  beverage;  in  cape  ol  prdscrip* 
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Nonbeverage  products  and  purposes—Continued. 

tion  compounding  druggint  will  be  held  ref^ponsiblc  as  to  sufKciency  of  inofUcation. 
(T.  t).  2693;  Nov.  27,  1917.) 

Dif^tiliers  producing  alcohol  cxchieively  for  other  than  beverage  purposes  may 
0])eKite  on  Sundays,  and  collectors  may  require  6tor*>keGi>er-gaugers  and  storekeeper- 
gaugena  in  capacity  of  gaagers  to  remain  on  dutv;  notation  to  bo  made  on  voucnerB 
for  monthly  corapeuf^tion  to  effect  that  distilleries  wero  in  operation  und»)r  pro- 
visions of  seL'tion  302  of  act  of  October  3, 1917;  distillers  mamifacturing  ethyl  alcohol 
for  nonbeverage  purposes  oxclusively  may  be  granted  permission  to  fill  fermenting 
tubs  in  sweet-mash  distillery  not  oftener  than  every  4S  hours.  (T.  D.  263C;  Jan. 
24,  1918.) 

Diytilitsd  spirits  held  bv  manufacturers  and  intended  not  for  sale  as  spirits,  but 
for  manufacture  into  nonbeverage  pnxiacto,  are  not  subject  to  taxation  under  sec- 
tion 303  of  act  of  October  3,  1917.     (T.  D.  2G13;  Jan.  28,  1918.) 

Apothecaries  are  allowed  to  carry  distUled  spirits  and  wine  in  stock  and  use 
them  in  prepiration  of  tinctures  and  other  U.  S.  P  preparations  and  in  compound- 
ing of  bona  fide  prescriptions  without  pajdng  special  tax.     (T.  D.  2760;  Oct.  9, 1918.) 

Standards  adopted  by  Bureau  oi  Internal  Revenue  for  alcoholic  preparations  in 
which  nonbeverage  alcohol  may  be  u*jed  stated ;  these  preparations  include  V.  S,  P. 
and  N.  F.  preparations,  medicinal  preparations,  tinctiu-e  of  Jamaica  ginger,  flavor- 
ing extracts;  perfumes,  toilet  waters,  etc.    (T.  D.  2940;  Oct.  29,  1919.) 

Dealer  or  user  who  has  received  permit  and  posted  same  may  make  application 
for  withdrawal  or  to  purchase  from  dealers  duly  qualified  specific  quantities  of  qIs- 
tillca  spirits  or  wines  for  nonbeverage  purposes;  requisites  of  application,  which 
must  be  made  in  triplicate,  stated;  approval  of  application;  signatures;  form  of 
aj>plication.     (T.  D.  2940;  Oct.  29, 1919.) 

.\fter  December  1,  1919,  vendor  of  nonbeverage  distilled  spirits  or  wines  must, 
under  no  circumstances,  deliver  wines  (except  for  sacramental  purposes),  or  non- 
beverti,ge  spirits,  unless  on  receipt  of  application  Form  739,  duly  certified  by 
prohibition  enforcement  officer;  until  December  1,  1919,  approval  of  prohibition 
enforcement  officer  on  Form  739  will  not  be  required  prior  to  shipment  of  wines  or 
spirits.  (T.  D.  2946;  Nov.  13, 1919.) 
Penalties  for  violating  law  and  regulations. 

Storekeepor-jiaugera,  storekeepcr-gaugors  af^signed  as  gangers,  and  deputy  col- 
lectors  required  to  report  to  immediate  puperiora  and  revenue  agents  and  collectors 
re(piired  to  report  to  comiiiipsioner  violations  of  law  and  regulations  of  date  of  Octo- 
ber 26,  1917;  penalty  for  violation  of  regiilations  stated;  violation  of  law  or  regula- 
fions  vvhif  h  is  violation  of  act  of  August  10,  1917,  only,  not  subje?t  of  compromise 
bv  torn raisiii(^nrr  under  soction  3229,  Revised  Statutes.  (T.  D.  2559;  Oct.  28, 1917. 
T.  D.  2788;  Feb.  6,  1919.) 

When  there  is  evidence  that  ^^Tne  or  liquor  obtained  actually  or  ostensibly  for 
8uramont.il,  merHcinal,  or  nonbeverage  purposes  has  been  used  for  beverage 
jjurposes  it  shall  be  reported  to  the  Commissioner  for  assertion  of  additional 
tix  liabilitv,  and  to  the  I-nited  States  attorney  for  prosecution.  (T.  D.  2881; 
July  3,  1919. 

Fact  that  occupation  or  the  production  or  sale  of  a  beverage  is  prohibited  does 
not  relieve  those  engaged  in  such  occupation  or  producing  or  selling  the  beverage 
from  tax  liability;  payment  of  tax  in  no  way  conveys  any  ri^ht  to  act  contrar\'  to 
or  to  be  be  exempt  from  liabilities  imposed  by  the  prohibition  legislation;  result 
of  statutes  imposing  taxes  and  prohibiting  traffic  is  that  same  person  may  incur 
liability  to  tax  and  at  same  time  be  liable  to  prosecution  under  the  proitibition 
la^^s.     (T.  D.  2S81 ;  July  3,  1919.) 

The  Department  of  Justice  has  exclusive  jurisdiction  to  enforce  the  prohibition 
pro.isions  of  the  act  of  November  21,  1918,  and  incjuiries  as  to  such  act  should  be 
addre8;<ed  either  to  the  Attorney  General  or  local  United  States  attomey;  apparent 
violations  of  the  act  should  be  reported  to  the  local  off  cers  of  the  Department  of 
Justice.  (T.  D.  2881 ;  July  3,  1919.) 
Permits. 

All  persons,  firnis,  or  corporations  desiring  to  use  or  pell,  or  to  use  and  sell  distilled 
spirits  for  nonbeverage  purposes  required  to  file  application  for  permit;  all  persons 
forbidden  to  pell  or  deliver  diptilled  spirits  for  use  or  sale  or  for  use  and  .sale  lor  nonr 
beverage  purposes,  if  produced  subsequent  to  September  8,  1917,  or  tax  paid  at 
rate  of  12.20  per  proof  gallon  to  any  person,  etc.,  not  qualified,  and  then  only  upon 
delivery  of  applicatiou  therefor  in  due  form*  contents  of  application:  to  whom 
permits  will  be  issued;  n-call  of  permits.  (T.  D.  2559;  Oct,  26,  1917.  T.  D.  2576; 
Nov.  10,  1917.    T.  D.  '4788;  Feb.  6,  1919.     T.  D.  2354;  June  3,  1919.) 
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Beverages — Continued. 
PeraoitB — Continued. 

Intstructions  with  reference  to  pennit  to  make  United  Stat^  Pharmacopoeia  or 
National  Formulary  products;  also,  with  reference  to  alcoholic  medicinal  com- 
poundd  not  in  conformity  to  United  States  Pharmacopoeia'  or  National  Formulary; 
statement  re^iuired- of  maniifacturers;  demand -for  formula  and  procesR  by  which 
article  i?  manufac tared ;  reference  of  matter  of  whether  compound  is  beverage  to 
(?ommis^oner  of  Internal  Revenue.  (T.  D.  2576;  Nov.  10,  1917.  T.  D.  2788; 
Feb.  6,  1919.) 

Prdiibition  enforceifient  officers  must  not  issue  permit  for  use  of  nonbeverage 
distilled  spirits  or  wines  subsequent  to  November  1,  1919,  without  first  receiving 
approval  of  0ommis8i#ner  of  Internal  Revenue;  new  permits  will  be  issued  under 
provisions  of  T.  D.  2788  until  November  1,  1919;  permits  issued  prior  to  November 
1,  1919,  must  be  renewed;  if,  before  application  for  renewal,  permit  holder  desires 
to  have  permit  extended  to  cover  preparation  not  heretofore  approved,  prahibition 
enforcement  officer  will  forward  copy  of  old  permit,  together  with  new  application, 
for  approval  of  the  Commissioner.     (T.  D.  2940;  Oct.  29, 1919.) 

All  persons,  firms,  or  corporations  (excepfdistilleries  and  proprietors  of  bonded 
warehouses,  bonded  wineries,  and  bonded  storerooms,  making  deliveries  in  original 
packages),  desiring  to  use  for  manufacturing  purposes  or  sell  distilled  spirits  or 
wines  for  medicinal  or  nonbeverage  purposes,  required  to  qualify  by  filing  appli- 
cation for  permit  and  bond;  duly  licensed  practitioners  of  medicine  nia\  seciue 
permit  witnout  giving  bond  for  purchase  of  not  in  excess  of  two  quarts  of  alcohpl 
or  alcoholic  preparations  during  period  of  one  year  by  filing  Form  737  and  executing 
sworn  statement  that  such  alcohol  or  preparations  are  to  be  used  in  their  practice: 
form  of  application  and  data  to  be  included  therein;  serial  number;  approval  of 
application;  posting  of  pemdts  by  holders.    (T.  D.  2940;  Oct.  29,  1919.) 

Where  manufacturing  pharmacists  or  manufacturing  chemists  who  have  obtained 
permit  subsequent  to  November  1,  1919^  to  use  nonbeverage  spirits  or  wines  in 
manufacture  of  certain  preparations,  desire  to  use  such  spirits  or  wines  in  manu- 
facturirg  other  preparations  according  to  private  formulas  submitted  to  th^m  by 
others,  they  must  file  supplemental  application,  if  total  quantity  produced  during 
ninety  days  exceeds  five  gallons,  but  if  total  quantity  does  not  exceed  five  gallons, 
special  permit  will  not  be  reciuired,  but  manufacturer  will  be  held  responsible  as 
to  sufficiency  of  medication;  additional  application  must  be  made  where  it  is 
desired  to  use  nonbeverage  spirits  or  wines  in  marufacture  of  additioral  prepara- 
tions not  stated  in  original  permit.    (T.  D.  2940;  Oct.  29,  1919.) 

Where  manufacturer  desires  to  discontinue  manufacture  of  certain  preparations 
without  having  his  entire  permit  revoked,  he  should  notify  the  prohibition  enforce- 
ment officer,  who  in  turn  should  notify  the  Commissioner;  names  of  such  prepara- 
tions will  then  be  stricken  out  on  all  copies  of  permit.    (T.  D.  2940;  Oct.  29, 1919.) 

The  commercial  labels  that  are  place<l  on  containers  of  all  preparatiors  other 
than  U.  S.  P.  or  N.  F.  must  be  filed  with  application  for  peimit  for  use  of  nonbev- 
erage distilled  spirits  or  \\ine8,  otherwise  permit  will  not  be  granted.  (T.  D.  2940; 
Oct.  29. 1919.) 

Full  names  of  individuals  muBt  be  signed  to  application  for  permit  for  use  of  non- 
beverage distilled  spirits  or  wines,  written  exactly  as  in  heading  thereof;  in  case 
of  copartnership  firm  name  must  be  signed  preceding  names  of  members,  and  any 
member  authorized  may  sign  the  firm  name;  in  case  of  corporation  the  corporate 
name  must  be  written,  followed  by  name  and  title  of  officer  duly  authorized  to 
sign  for  the  company,  together  wnth  impression  of  corporate  seal.  (T.  D.  2940; 
Oct.  29, 1919.) 

Besidue  from  industrial  distilleries. 

Residue  from  industrial  distilleries  containing  less  than  one-half  oi  1  per  cent  of 
alcohol  by  volume,  used  in  making  nontaxable  beverages,  may  be  manipulated 
by  coolins,  flavoring,  carbonating,  settling,  and  filtering  on  the  distillery  premises 
or  on  the  ore  very  premises,  or  transferred  from  distillery  premibes  to  ouer  prem- 
ise? for  bottling  by  means  of  unstamped  packages  unlike  tnose  ordinarily  used  for 
containing  fermented  liquor,  or,  if  like  packages  are  uscd^  both  heads  to  be  equipped 
with  metal  plate,  securely  attached,  and  painted  in  solid  color  with  certain  letter- 
ing.   (T.  D.  2564;  Oct.  26,  1917.) 

Bonds. 

Execution  of  new  bonds  renuired  whcre\er  specific  acts  of  Congress  or  rates,  of 
taxation  necessitate  such  bonds.    (T.  D.  2525;  Sept.  24,  1017.) 

Instructions  with  roference  to  requiring  new  bonds  in  cases  where  old  bonds  are 
iiiadequate  because  of  increased  rates  imposed  by  act  of  October  3,  1917,  upon 
luanuiacture  and  sale  of  distilled  spirits.    (T.  D.  2578;  Oct.  31, 1917.) 
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Bonds — ^Gontinued. 

All  bonds  except  Form  432  must  be  written  in  penal  sum  sufficitsit  to  cover  tax 
en  difitillod  vpiritci  at  rsXe  of  $3.20  |>er  ffaUou  \yhef<e  apiiUa  urece  produced  prior  to 
Septeuibor  9,  1917,  an^l  where  producea  tjubacqueni  t^  eu^h  date,  penal  »mi  to  bo 
based  uixhi  tax  at  rate  of  $2.20  per  &allan;  wkere  «pmUi  covered  In'  Ifomi  (Form 
432)  wer^  pro(lace<I  prior  to  Septemberr  9,  1917,  peiial  sum  must  be  in  mii^cieut 
airioant  to  cover  twice  the  tax  at  rate  of  $'ZJ2/0,  &Bd  where  epirita  weie  produced 
subeeiiaent  to  such  date^  penal  suni  must  be  aufiicieiit  to  cover  tax  at  twice  the 
amount  of  $2.20  per  gallon;  in  case  of  losses  rate  of  tax  will  be  $3.20  per  gallon  in 
all  cases;  recital  or  condition  of  bond  must  fix  t£ui  to  be  asserted  accofiiiflg  to ' '  laws 
ot  the  United  States."    (T.  D.  2614;  Jan.  28,  191S.) 

Bonds  covering  tax  on  distilled  ^xiidtB  required  to  be  writtem  in  pesal  sum 
sufficient  to  cover  tax  at  rate  of  |6.40  per  gallon  on  apirits  produced  prior  to  S^pitem- 
bec  9, 1917;  where  spirits  produced  aiubaequeat  tosuch  date,  penal  sun.  of  bond  will 
bo  based  upon  tax  at  rate  of  $2.20  per  gallon;  oeaal  sum  oi  bond  Form  432  will  he  in 
amount  equal  to  $4.40  per  gallon  on  all  alconol  chaiged  under  the  bottd.  (T.  D. 
2821;  Apr.  10,  1919.) 

Special  instructions  regarding  cancellation  of  bofids  (Form  738)  in  cases  where  i  t  is 
impoadble  to  surrender  the  permit  or  to  furnish  satisfactory  evidence  of  its  destruc- 
tion.   (T.  D.  2854;  June  3,  1919.) 

BottUtt^. 

Under  section  405  of  the  act  of  September  8, 1916,  gin  of  not  Ics3  than  SO  per  cent 
proof  may  be  bottled  in  bond  in  bottling  warehouse  oii  distiUtry  premises  for  export 
at  any  time  within  eiiTht  years  after  cntr>'  iii  bond  in  di«tillery  uarehouso;  cxjcept 
as  herein  provided*  Regulatious  No.  23,  revised  December  21,  1912,  and  Regula- 
tion.s  Xo.  29,  re\ided  August  18,  1914,  are  made  applicablo  to  withdrawal  and  bot- 
tling in  bond  for  export  ncfore  exi)iration  of  four  years  after  entrj'  in  bonded  dis- 
tillery warehouse;  spirits  withdrawn  tax  paid,  and  &y>irits  withdrawn  for  export 
can  not  be  pcrroitted  in  bottlins^  warehouse  of  distiller v  at  same  time.  (T.  1>.  2371 ; 
Sept.  15, 191G0 

When  whisky  bottled  in  bond  is  fouiid  on  the  market  the  actual  proof  of  which 
does  not  exceed  101**,  Office  of  Commisaioiier  of  Internal  Revenue  will  not  regard 
Buoh  overproof  arrcause  for  detention  of  spirits;  when  proof  of  spirits  lx>ttlod  in  bond 
is  found  on  market  to  be  over  100.3®  facts  should  be  reported  to  OfRce  of  Commis- 
sioner of  Internal  Revenue,  in  order  that  where  dceuica  nocesaary  an  invcatig^ion 
mav  be  made  of  bottling  warehouse  where  Hpirits  wore  bottled.  (T.  I).  2432;  Jan. 
6, 1917.) 

Spirits  removed  to  l»ottling  houata  must  be  immediately  bottled,  cased,  and 
removed  from  the  premiaed;  one  day  considered  sufficiLut  time  within  which  to 
bottle  contents  of  each  txpkf  unless  distiller  is  fllliiur  botUcs  less  than  quart  in 
capa<'ity.  in  which  case*  time  mav  be  oxtrnded,  but  in  no  case  to  exceed  three 
coupectitive  days.    (T.  D.  2480;  Apr.  5, 1917.) 

Requirt^ment  of  article  34,  Regulations  No.  23,  requiring  name  of  domestic  port 
of  clearance  and  port  of  foreign  destination  to  bo  marked  on  cases  of  distiUe^l  spirits 
bottled  in  bond  for  export,  waiv?d;  distillers^  however,  required  to  mark  ou  ''Gov- 
emiiient  side**  of  the  rasos  the  words  **For  export  from  I .  S.  A."  (T,  D.  2480; 
Apr.  21,  1917.) 

Practice  of  underfiUiiig  bottltiS  or  using  undersized  Ixitties  will  not  be  tolerated; 
where  quarts  do  not  var>'  iu  capacity  more  than  one-half  ounce  from  the  standard 
of  32  ounces  and  other  sizes  in  like  proportion,  aune  will  not  be  noticed,  but  if 
bottles  are  found  upon  either  thG  distillers'  premises  or  the  open  market  uniformly 
to  contain  31i  ounces  as  to  quarts  and  other  sizes  in  like  proportion,  and  bottles  are 
found  to  contain  less  than  3H  ounces  of  ppirit?  as  to  qiiBrt?  and  other  sizc^  in  IHse 
pToportian,  euch  spirits  will  bo  subject  to  seizure:  allowance  for  variation  of  one- 
naif  ounce  from  standard  of  32  ounces  will  ncftho  made  unlees  there  .^all  be  as 
m^inv  bottles  mnntnfr  32^  ounces  as  there  are  tbo*?  that  nm  5J1J  ounce?  as  to  quarts 
and  other  sizei*  in  like  proportion.  (T.  D.  24SJ^;  May  (<,  1917.  T.  P.  249?*:  June 
6,  1917.) 

Mar!:s  and  brands  imprinted  or  embossed  on  a  loo«e  ?hcct  to  be  attuehed  to  '•Gov- 
ernment side' '  of  case  permittod,  provided  that  suitable  paste  cr  glue  ia  u?ed  which 
will  protect  the  loose  sheet  after  it  has  been  fittached  to  the  rase  from  the  efTccts 
of  moisture.     (T.  D.  2492;  May  2S,  1917.) 

Claims  for  abatement  or  refund. 

Pro\isions  of  T.  D.  2688  do  not  govern  iii  c&^e  of  claims  for  rotund  or  abatement  of 
taxes  on  distilled  spirits,  fermented  liquors,  and  wines.    (T.  D.  2926;  f?ept:  29, 1919.) 
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Containers. 

Metttl  paekagcft  far  casUaiBing  distilled  8puk&  fer  export  iiet  reqf%uied  to  he 
G^iiippcd  with  wooden  aiirlaccft  for  receiving  the  mai]s»^  braDda,  An4  stamps,  pro- 
vided Btamps  are  eecurely  attached  to-meial  head  by  impervious  Basle  aad  protected 
by  coating  of  vamish,  and  provided  the  required  markBarc  stenciled  on  the  heads  l)y 
use  of  permanent  stenciling  material.     (T.  D.  2822;  April  19,  1919.) 

Metal  packages  for  containing  nonbeverage  distilled  spirits  for  domestic  use  are 
not  weqtascd  to  be  ef|tiipped  mSb  vooden  suxfaces  for  receiTing  the  mark?,  brands, 
and  ataii^pB»  pronkbd  Btan^B  ace  aeewely  aitaciied  ta  metal  head  by  impervious 
piBleandiVQtectedbyeQatiii^af  \viaeh,aadpRmdedth^  on 

beads  k7  UK  ol  permaumt  iteaeilEBg laatenal.    {T,  J>,  28M;  Jnlr  21, 1919.) 

Cordials. 

Cordials  are  taxable  under  the  act  of  September  8,  1916,  only  whan  contahiing 
wine  fortiSed  under  that  act;  mi^ung  of  wine  not  so  fortifk^d  with  distilled  spirits 
in  the  manufacture  of  cordials  is  Mdtbin  prohibition  of  paragraph  (!)  of  section  402 
of  such  Act.     (T.  D.  23&7;  Oct.  30, 1W6.    T.  D.  2788;  Feb.  6^.  1919.) 

Artificial  or  imitation,  wines  can  aoi  be  iorti^ed  luadei  the>  provisioci  of  paragraph 
(c)  of  section  402  of  the  act  of  Septeiabear  8^  1916*  aod  ii  containing  difltiued  fl|unts 
can  not  be  used  in  the  manufacture  of  cordials.  (T.  D.  2387;  Oct.  30,  1916.  But 
see  T.  D.  2403;  Nov.  29,  1916.) 

Any  dometiic  winea  may  be  iised  in  ma»u£actufe  ci  li%ueiHa>  cordiaK  and  usailar 
com^pounda^  provided  no  diatilLed  siarita  axe  added;  prohibitim  ajg^i^Bfit  mixi&g  of 
distilled  i^onts  with  wxaes  does  not  apply  ta  linitea  nee  of  ak^obol  in  making  of 
fluid  extracts  from  herbs  which  may  be  iiaed  in  manu&tcioie  e£  cardials;  quantity 
or  percentage  of  alcohol  permitted  in  preparation  of  sach  extracts  for  manulacture 
of  cordials  must  in  all  cases  conform  to  United  States  Fhannacq^oeia.  (T.  D. 
2387;  Oct.  30,  1916.) 

So-called  cordials,  i£  in  fact  wine;,,  or  if  sold  as  wine,  s^though  centaiaiog  diBtiUed 
spirits,  are  taxable  as  wine.    (T.  D.  2387 ;  Oct.  90^  1916.) 

Denatured  alcohol. 

See'^Alcohol.^' 
"BxfortaMMOi  in  tamtai  er  tank  cazs. 

Each  tank  or  tank  car  wilt  be  regarded  as  an  origina!  package,  and  an  export 
stamp,  to  be  pfocwred  by  Ifce  shipper,  will  be  affixed  to  eacn  s«ch  tank  op  tank  car. 
(T.  D.  236»;  Sept.  11,  1W5.) 

Wlien  alcohol  or  other  distilled  spirits  are  to  be  withdrawn  iram  distillery  banded 
warehouse  free  of  tax  for  export  in  tanks  or  tank  cars,  metal  storage  tanks  must  bo 
provided  »  sack  warohectse  to  be  ceostmcted  and  arranged  with  proper  pipe  con- 
neetLoBS  and  snitable  weighii^  tanks,  as  preseribed  in  Rei^lations  No.  30;  when 
wfthdiawaiki  are  to  be  made  direct  fr€wi  receii-inff  cislerne  mto  tanks  or  tank  cars, 
storage  tanks  need  not  be  provided  in  s«ch  wapchons?,  in  which  case  the  weigfcing 
tenks  wiK  be  located  in  Ihe  diatiHery  cistern  room.     (T.  D.  2368;  Sept.  11, 1916.) 

ApphcatioRS  fer  withdrawal  of  alcohol  or  o<her  distilled  s|>irits  for  exportation  in 
tsmksor  tank  cars,  afnd  bonds  ceAering  tax  (m  spirits  to  be  withtlrawn,  wiB  be  same 
as  for  ^ynits  contained  is  originaT  packa*^,  except  that  in  distributing  the  spirits 
the  serud  number  of  the  storage  tank  will  be  given,  or  if  Ti^tMrawal  is  to  be  made 
direct  from  receiving  ristem,  appl ideation  and  bond  will  so  state.  (T.  T>.  2368;  Sept. 
11,  f^ltl.) 

Bondc'l  carriers  to  which  shipments  of  sph-its  in  tanks  or  tank  cars  arc  delivered 
for  transportation  Cor  export  required  to  procure  certain  seals  for  securing  cars  for  use 
unf il  SHch  time  a.^  c'ommissioEier  of  InterDal  Revenue  may  adopt  a  suitable  seal ; 
wdering,  nnmbering,  and  affixing  of  seals:  duty  of  collector  of  customs  where  seals 
are  lonnd  to  be  intact  at  frontier  point;  dnt  ies  of  customs  inspector  where  scate  are 
found  to  be  broken  or  tampered  with.     (T.  D.  2368;   Sept.  11,  19K).) 

Monthly  report  of  spirits  withdrawn  from  recei\ing  cisterns  ret^uired  to  be  mode 
on  supplemental  Form  WA;  contents.     (T.  I).  236S;  Sept,  li,  1916.) 

Iflxpostation  of  akohol  or  otlier  dJBtilLed  spirits  in  tanks  or  tank  cars  restricted  to 
shipments  by  railroad  deetined  for  points  in  contif^uoas  foreign  terrhorv.  CT.  T>. 
2368;  Sept.  11, 1916.) 

Alcokol  or  other  diatil^d  wi^rits  of  ao4  kas  than  180°  j^odf  wAy  be  dcnwu  from  re< 
ceiving  ciatems  at  any  distilmy  or  koea.  storage  tanks  in  disUllery  warehouse  into 
tonka  oi  touk  cars  for  export  froin  United  Siatos.    (T.  I>.  236^;  Sepi.  11,  1916.) 
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Fennentation  time  limit. 

.  Manu&kcturers  of  alcoholic  medicinal  preparations  listed  in  T.  D.  2o44  can  not - 
le;]:ally  use  in  such  manufacture  distilled  spirits  produced  from  materials  fermented 
after  .September  8,  1917,  nor  distilled  spirits  taxable  at  the  rate  of  $2.20  per  gallon. 
(T.  D.  2544;  Oct.  19,  1917.) 

Floor  tax. 

All  distilled  spirits  in  possession  of  manufacturing  chemists,  pharmacists,  or  any 
other  person  held  for  sale,  although  not  for  sale  as  distilled  spirits  on  October  4, 1917, 
are  suoject  to  additional  floor  tax  at  $1.10  or  $2.10  per  proof  gallon  as  case  may  be; 
distilled  spirits  in  possession  of  manufiicturers  on  October  4,  1917,  which,  in  l^iti- 
mate  processes  of  manufacture,  had  been  rendered  unfit  for  use  as  beverages,  are  not 
s!ibject  to  additional  floor  tax.  (T.  D.  2566;  Oct.  27,  1917.  But  see  T.  D.  2643; 
Jan.  28,  1918.) 

All  vermuths,  cordials,  and  other  compounds,  in  which  distilled  spirits  exclusively 
have  not  been  used,  but  which  contain  spirits  produced  by  fermentation,  and  those 
produced  by  distillation,  will  be  considered  as  having  15 per  cent  alcohol  by  volume 
pro(luced  by  natural  fermentation,  and  additional  tax  of  $2.10  per  proof  gallon  will 
be  due  only  on  alcoholic  content  in  excess  of  15  per  cent.  (T.  D.  2579;  Nov.  5, 
1917.) 

All  vermuths,  cordials,  and  other  compounds  made  exclusively  from  distilled 
spirits  are  subject  to  so-called  floor  tax  ot  $2.10  additional  on  each  proof  gallon  or 
fraction  ef  a  gallon  of  full  alcoholic  content  thereof;  where,  however,  such  com- 
pounds are  manufactured  with  mixture  of  wine  and  spirits,  additional  tax  of  $2.10 
per  proof  gallon  will  be  due  only  on  distilled  spirits  contained  therein,  and  not  on  the 
spirits  contained  in  the  fermented  wines  used.     (T.  D.  2579;  Nov.  5,  1917.) 

Where  satisfactory  bonds  have  not  been  given  for  extension  of  time  for  making 
payment,  notice  and  demand  should  be  mailed  as  provided  by  section  3184, 
Revised  Statutes,  which  notice  and  demand  should  be  served  on  Form  1-17,  and 
should  be  followed  in  order  by  Form  1-21  and  Form  69  within  inter\'als  of  10  days  of 
each  other;  notice  where  required  bonds  have  been  given;  penalties;  suits  on 
bonds.     (T.  D.  2648;   Jan.  28,  1918.) 

All  notices  required  to  perfect  lien  ac^ainst  parties  liable  to  tax  should  be  issued 
promptly,  including  notice  on  Form  66S,  which  should  be  filed  in  ofiice  of  proper 
clerk  of  United  States  district  court,  or  in  office  of  proper  registrar,  or  recoiSer  of 
deeds,  where  State  law  authorizes  such  filing;  notice  should  always  be  filed  in 
doubtful  cases  where  large  sums  are  involved  as  soon  as  practicable,  and  collector  is  of 
opinion  that  such  action  is  necessary  to  protect  interests  of  Government.  (T.  D. 
2648;  Jan.  28, 1918.) 

Where  stock  of  goods  upon  which  floor  tax  has  not  been  paid  is  depict^  by  being 
sold  or  removed  in  such  manner  as  will  result  in  jeopardizing  collection  of  taxes 
same  should  be  seized  under  pro\isions  of  section  3453,  Revised  Statutes,  without 
awaiting  result  of  distraint  proceedings.     (T.  D.  2648;  Jan.  28,  1918.) 

Under  section  1003  of  act  October  8,  1917,  tax  on  spirits  in  hands  of  bankruptcy 
court  June  1,  1917,  shall  be  collected  from  purchaser  thereof  by  trustees  in  bank-  • 
ruptcy  or  their  agent,  and  quantity  sold  and  amount  of  tax  collected  during  any 
calendar  month  shall  be  reported  to  collector  of  district  in  which  sales  are  made  not 
later  than  10th  day  of  month  succeeding,  which  report  shall  be  transmitted  to 
Commissioner's  office,  whereupon  assessment  will  be  made  and  tax  collected  in 
ordinary  course;  person  collecting  tax,  whether  it  is  specifically  chai-ged  as  surh  to 
person  to  whom  spirits  are  delivered  or  not,  will  be  held  liable  for  same.  (T.  I). 
2749;  July  29,  1918.) 

Section  303,  revenue  act  of  1917,  imposing  floor  taxes  on  distilled  spirits,  applies 
to  distilled  spirits  held  on  board  American  ships  and  intended  for  sale,  whether 
the  vessel  on  which  they  were  held  was  at  dock  in  this  country,  on  the  high  seas, 
or  in  foreign  waters.    (T.  D.  3098;  Dec.  7,  1920.) 

Gauging'. 

Instructions  with  reference  to  assignment  to  distilleries  of  storekeeper-gaugers  in 
place  of  storekeepers  and  gaugers;  bonds;  hours  of  work;  duties;  compensation. 
(T.  D.  2438;  Jan.  29,  1917.    T.  D.  2456;  Mar.  16,  1917.) 

fJeneral  storekeeper-gauger  will  be  designated,  assigned,  and  compensated,  and 
will  perforin  serNdce  as  pro\'ided  by  Regulations  7  and  2,  and  T.  D.  2408,  with  the 
reservatioh  that  in  the  discretion  of  the  collector  of  internal  revenue,  or  of  the  com- 
missioner, any  distillery,  general,  or  special  bonded  warehouse  ma^  be  placed  in 
charge  of  an  officer  thus  designated  whenever  withdrawal  of  spirits  is  inconsiderable 
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Gauginfl^Continued . 
Of  whenever  the  collector  or  the  Ooiimii«rioTier  deems  such  course  to  be  for  the  bcBt 
interest  of  the  Government.    (T.  D.  2444;  Feb.  9,  1917.) 

Instmctions  with  reference  to  assignment  of  gaugers  to  distilleries  producing 
100  gallons  per  day;  storekeeper-gangers  assigned,  when;  recommendations  for 
&Hfiignment8  on  Form  241 ;  compensation;  hours  of  labor;  duties  as  to  records,  reading 
meters,  etc.    (T.  D.  2491;  May  21, 1917.    T.  D.  2514;  July  24, 1917.) 

Form  108  abolished;  Form  109  required  to  be  filed  with  Form  150  in  collectors' 
offices;  verification  of  gallons  reported  on  Form  150  required;  revenue  agent*  on 
accounts  required  to  verify  gallons  gauged  as  shown  by  Form  160  with  Form  59  and 
Form  109  and  to  report  discrepancies.    (T.  D.  2464;  Mar.  23,  1917.) 

Maximum  limit  of  wantage,  after  September  1,  1917,  in  all  packages  of  distilled 
spirits  of  a  proof  of  150  and  upward,  wnen  filled  at  distillery  warehouses,  at  fruit 
ciistillerios  whose  daily  producing  capacity  exceeds  100  proof  eallons,  and  at  recti- 
fying houses,  stated;  schedule;  regulations  on  pages  26-28  of  the  Gangers'  Manual 
(1913)  and  on  pages  150,  151,  of  No.  7,  revTsed  July  10,  1914,  modified,  (t.  D. 
2515;  Aug.  16,  1917.) 

Instruction  with  reference  to  change  in  price  of  standard  gauging  rod  or  any  part 
thereof,  and  as  to  making  applications  and  sending  remittances  uierefor.  (T.  D. 
2617;  Dec.  13,  1917.) 

Rate  of  pay  of  officers  assigned  in  dual  capacity  of  storekeeper-gaugers  to  dis- 
tillery warehouses  at  distilleries  having  registered  capacity  of  more  than  20  bushels 
and  to  special  bonded  and  general  bonded  warehouses,  fixed  at  $4  per  day;  this 
rate  to  be  applicable  in  case  of  distillery  warehouse  whether  distillery  is  being 
operated  or  is  under  suspension,  and  as  to  all  warehouses  irrespective  of  quantity 
01  spirits  stored  therein;  when,  however,  quantity  of  spirits  in  warehouse  is  5,000 
^llonSj  or  leas,  rate  of  nay  will  be  fixed  at  $4  per  day  for  such  da^'s  only  as  officer 
IS  required  to  visit  warehouse  for  necessary  purposes;  this  rate  of  pay  to  be  effective 
on  and  after  February  1,  1920.    (T.  D.  2980;  Feb.  11,  1920.) 

Ginger  brandy. 

<?auff man's  ginger  brandy  is  an  alcoholic  compound  beverage,  and  no  distilled 
spirits  fermented  after  11  o'clock  p.  m.  of  September  8,  1917,  may  be  used  in  ita 
manufacture;  additional  floor  tax  on  prwluct  must  be  paid  after  inventory  and 
return  in  same  manner  as  floor  taxes  on  distilled  spirits.    (T.  D .  2536;  Oct.  13, 1917.) 

Inventories. 

Where  tax-paid  whisky  belonging  to  customers  of  distillers  is  held  by  the  latter 
for  shipping  instructions,  an  inventory  covering  such  spirits  should  be  furnished 
by  the  owner  thereof  and  not  by  the  distiller,  the  distiller  being  reonired  to*  furnish 
the  collector  wiUi  a  statement  showing  the  name  and  address  of  the  owner,  serial 
numbers  of  packages,  and  proof -gallon  contents,  time  of  shipment  to  owner,  etc* 
(T.  D.  2522;  Sept.  10,  1917.) 

Loss. 

Claims  for  remission  of  tax  on  spirits  lost  in  transit  for  export  not  required  where 
spiritB  are  shipped  in  sealed  cars  and  the  seals,  on  arrival  oi  cars,  are  found  intact, 
and  where  loss  reported  does  not  exceed  4  wine  gallons  as  to  any  one  package,  pro- 
vided average  loss  does  not  exceed  2  wine  gallons  per  package  as  to  all  packages 
gauged ;  requisites  of  application  for  relief  where  loss  reported  exceeds  amount  stated ; 
certificate  setting  forth  whether  spirits  were  insured  in  excess  of  market  value  there- 
of, exclusive  of  tax;  reflations  applicable  to  spirits  lost  when  shipped  in  unsealed 
care,  except  that  loss  m  excess  of  1  proof  gallon  per  package  will  be  regarded  in 
Buch  cases  as  excessive.    (T.  D.  2461;  Mar.  16, 1917.) 

Collectors  directed  to  require  immediate  withdrawal  of  packages  showing  on  regauge 
loss  of  26  per  cent  or  more  over  statutory  allowance,  wnere  such  excessive  loss  ex- 
ceeds 2  proof  gallons;  packages  showing  excessive  loss  exceeding  25  per  cent  over  max- 
imum  allowance,  where  such  excessive  loss  does  not  exceecT  2  proof  gallons,  and 
which  have  remained  in  warehouse  less  than  four  years,  may  remain  in  warehouse 
until  spirits  are  eligible  for  bottling  in  bond;  retention  in  warehouse  not  permitted 
where  condition  of  warehouse  or  packages  indicates  want  of  proper  care  in  pre- 
venting unnecessary  Iobhos  or  where  loss  is  of  such  extent  as  will  materially  anect 
tax  security  afforded  by  lien  under  section  3251,  Revised  Statutes.  (T.  D.  2.508; 
July  5,  1917.) 

Where  loss  occurs  or  is  discovered  on  or  before  October  3,  1917,  tax  due  will  be 
at  rate  of  $1.10  per  proof  gallon;  tax  due  on  spirits  lost  by  casualty,  or  when  loss  by 
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Loss — Continued, 
casualty  is  discovored  on  or  after  October  4, 1917,  will  be  at  rate  of  $3.20  per  proof 
gallon.    (T.  D.  2539;  Oct.  17,  1917.) 

Rate  of  tax,  in  cases  of  loss  in  transit  for  export,  will  be  determined  by  date  ou 
which  spirits  were  inspected  by  customs  ^uger  at  port  of  export;  rate  on  spirits 
inspected  on  or  before  October  3,  1917,  will  be  $1.10  per  proof  gallon,  but  where 
loss  is  discovered  on  or  after  October  4, 1917,  tax  duo  on  loss  will  oe  at  rate  of  $3.20 
per  proof  gallon.    (T.  D.  2539;  Oct.  17,  1917.) 

Where  losses  occur  from  spirits  covered  by  bond,  rate  of  tax  to  be  asserted  in 
connection  with  such  losses  will  be  $6.40  per  gallon  when  bond  is  written  in  penal 
sum  moasiu'ed  by  that  rate  of  tax;  when  penal  sum  of  bond  covers  tax  at  rate  of 
$2.20  a  gallon,  assessment  on  account  of  losses  will  be  made  at  that  rate,  unless  it 
shall  appear  that  spirits  or  any  part  thereof  were  diverted  to  beverage  purposes, 
or  for  use  in  manutacture  or  production  of  any  article  used  or  intended  ror  use  as 
a  beverage,  in  which  event  tax  will  be  assessed  at  rate  of  $6.40  a  gallon.  (T.  D. 
2821;  Apr.  10,  1919.) 

Marks  and  brands. 

Article  No.  34,  Regulations  No.  23,  revised  December  21,  1912,  amended  ao  as  to 
to  permit  serial  numben  of  cases  which  are  to  contain  q>int8  bottled  in  bond  for 
domestic  purposes,  to  be  stenciled  thereon  in  black  letters  instead  of  betng  burned, 
imprinted,  or  embossed.    (T.  D.  2419;  Dec.  20,  1916.) 

All  products  of  rectification  from  moiasses,  spirits,  or  spirits  other  than  f^nMk  at 
rectifying  houses,  must  be  marked  and  branded  in  die  same  manner  as  spirits  de- 
rived from  grain.    (T.  D.  2548,  2560;  Oct.  4,  1917.) 

Materials  used  in  production. 

On  and  after  January  1, 1918,  no  grain  other  than  com  of  quality  inferior  to  ({ualitv 
of  Federal  grade  No.  6  com  shall  be  used  in  pioduction  of  distilled  spirits;  providea, 
however,  that  malted  baxley  or  rye  that  is  required  for  ccmveRBon  of  starcn  may  be 
used;  \'iolationof  regulation  carries  penalty  of  line  not  exceeding  $5,000  or  impris- 
onment for  not  more  than  two  years  or  both.    (T.  D.  2607;  Dec.  17, 1917.X 

Sound  grain  heretofore  received  on  premise?  of  distiller  and  entered  upon  records 
may  be  removed  for  commercial  purposes,  necessary  credit  being  taken  on  such 
records,  storekeeper-ganger  forwaruing  ccrtilicatc  and  noting  removal  on  Form  88; 
regulations  as  to  use  of  corn;  requirement  of  new  8urve>'8  of  distilleries  and  reduc- 
tion of  required  >deld  per  bushel;  use  of  corn  in  manufacture  of  yeast.  (T.  D. 
2042;  Jan.  28,  1918.) 

Xixtore  witii  wines. 

Under  the  act  of  September  8,  1916,  it  is  tUQeai  to  mix  distilled  spirits  and  wines 
for  any  pwpose  except  in  the  manufacture  of  liqueurs,  cordials,  and  similar  com- 
pounds taxable  under  that  act,  but  this  does  not  prohibit  the  manufBicture  of  medici- 
nal extracts  with  tax-paid  nonbeverago  spirits  and  the  subsequent  addition  of 
such  extracts  to  tax-paid  wines  in  the  manufacture  of  proprietary  medicines  or 
soft  drinks  which  are  otherwise  manufactured  in  accordance  with  the  law  and 
regulations;  this  provision  removes  an  apparent  conflict  pertainim^  to  the  mixture 
of  distilled  spirits  and  wines  as  contained  in  T.  D.  2387  and  T.  D.  2403.  (T.  D. 
2788;  Feb.  6,  1919.) 

Nonpaymeiit  of  tax— Forleitare. 

Nonparticipation  of  owner  of  automobile  in  its  use  in  transporting  distilled  spirits 
upon  which  tne  tax  had  not  been  paid  is  no  bar  to  proceeding  in  rem  for  its  forfei- 
ture.    (T.  D.  2776;  Dec.  11,  1918.) 

Distilled  spirits  seized  ijccaiiBe  of  ftling  of  incorrect  return  or  failure  to  tile  return 
not  willful  may  be  released  on  payment  of  tax  and  compiomise  offer  of  26  per 
cent;  payment  of  tax  and  compromise  offer  of  100  per  cent  requinsd  in  case  of  false 
return  or  willful  failure  to  tile  retimi.  Acceptance  of  such  offers  is  in  lion  of  for- 
feitureonly.     (T.  D.  2877 ;  Jime 27, 1919. ) 

Under  section  t5450,  Revised  Statutes,  automobiles  used  in  transporting  spirit- 
uous liauors  on  which  tax  has  not  been  paid,  borrowed  from  ]jurcna8cr  thereof, 
who  haa  given  his  note  secured  by  deed  of  trust  thereon  for  unpaid  purchase  price, 
is  subject  to  forfeiture  a.s  against  seller,  though  under  terms  of  deed  and  the  iBtate 
law  the  seller  could  require  the  trustee  to  seize  such  automobile  and  sell  it  in  sat- 
isfaction of  hie  deed,  and  tiiough  he  had  no  knowledge  of  any  intention  to  uso 
such  automobile  for  an  illegal  purpose.    (T.  D.  2789;  Feb.  10,  1919>    Ot.  Dec.) 
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^IiyBicians'  prescriptions — ^Fharmacists. 

Pharmadsta  who  hold  penoit  and  have  givea  bond  permitted  to  aell  nonbe  vorago 
alcohol  without  Dhysician's  prescription  to  persons  who  do  not  hold  permits  and  who 
have  not  given  Donds,  in  quantities  not  exceeding  1  pint,  but  not  in  advance  of 
orders,  provided  they  first  medicate  same  in  aeeordance  with  any  one  of  certain 
formulas;  container  of  such  alcohol  to  bear  'VPoison"  labd.  (T.  D.  2576;  Nov.  10, 
1917.    T.  D.  2788;  Feb.  6, 1919.) 

Apothecaries  may  catry  distilled  spirits  and  wines  in  stock  and  use  them  in 
prepanation  of  tinctures  and  other  U.  S.  P.  pffeDacati<His  and  in  compounding  of 
bona  fide  prescripticms  without  payment  of  special  tax.    (T.  D.  2760;  Oct.  9, 1918.) 

Physicians  ma^  prescribe  Hquore  for  internal  or  external  uses,  bnt  in  every  such 
case  each  prescnption  shall  be  in  duplicate,  and  both  copies  be  signed  in  physi- 
cian's handwriting;  quantity  prescribed  for  single  patient  at  given  time  shall  not 
exceed  one  quart,  and  in  no  case  shall  physician  prescribe  alcoholic  liquors  unless 
patient  is  nikler  his  constant  personal  supervision;  all  prescriptions  shall  indicate 
cleaiiy  name  and  address  of  patient,  condition  or  illness  for  which  prescribed, 
and  name  of  pharmadst  to  whom  prescription  is  to  be  x>re8ented  for  tiling.  (T.  D. 
2881;  Julys,  1919.) 

Nonbeverase  distilled  spirits  or  alcohol  tax  paid  at  rate  of  $2.20  per  gallon  may 
l>e  used  in  filling  physicians'  prescriptions  in  accordance  herewith  whetiier  spirits 
or  alo^ol  is  m^tcated  or  denatured  so  as  to  render  it  unfit  for  beverage  use  or 
whether  it  is  not  so  medicated  or  denatured:  regulations  or  instructions  incon- 
sistent herewith  revoked.     (T.  D.  2934;  Oct.  10,  1919.) 

Where  the  same  person,  firm,  or  corporation  is  operating  a  number  of  drug  stores 
in  the  same  city,  the  withdrawal  or  purchase  for  sale  or  use  of  alcohol  and  wine  for 
nonbeverage  purposes  at  all  of  these  stores  may  be  covered  by  a  single  bond,  permit, 
and  serial  number;  the  bond  in  such  case  must  be  in  sufficient  amount  to  cover 
the  operations  at  all  the  different  stores,  and  the  name  and  location  of  each  store 
where  sales  are  to  be  made  must  be  stated  in  the  appropriate  spaces  in  the  bond; 
the  original  permit  will  be  posted  at  the  main  store,  and  a  copy  of  the  same  must  be 
posted  at  each  of  the  other  stores,  ^rith  a  notation  in  the  marein  thereof  setting  forth 
the  fact  that  the  (Mrtginal  is  posted  at  the  main  store,  giving  toe  street  address  where 
the  same  is  located ;  applications  for  withdrawal  or  purdiase  for  use  or  sale  for  other 
than  beverait^e  purposes  will  be  made  by  the  person,  firm,  or  corporation  to  whom 
the  permit  is  issued,  the  entire  quantity  of  spirits  and  wines  inv(^ved  being  ac- 
counted for  in  the  appropriate  blank  spaces,  and  so  certified.  (T.  D.  2788;  Feb.  G, 
1919.) 

Physician  shall  keep  record  in  which  separate  page  or  pages  shall  be  allotted 
each  patient  for  whom  alcoholic  liquors  are  prescribe5i ,  and  shall  enter  therein,  under 

Satient's  name  and  address,  date  of  each  prescription,  amount  and  kind  of  liquors 
ispensed  by  each  prescription,  and  name  of  pliarmacist  filling  same.  (T.  D.  2381; 
July  3,  1919.) 

Pharmacists  should  refuse  to  fill  prescriptions  if  the^  have  reason  to  believe 
that  ph)rsicians  are  dispensing  for  other  than  strictly  l^itimate  medicinal  uses  to 
that  patient  is  securing  quantities  in  excess  of  amount  required  for  legitlmare 
uses.    (T.  D.  2881;  July  3,  1919.) 

Any  licensed  pharmacist  or  druggist  may  fill  physicians'  prescriptions  (1)  if  liis 
name  appears  on  the  prescription  in  the  physician's  handwriting,  and  (2)  if  ho  has 
made  appKcation  and  received  permit.  Form  737,  in  accordance  with  provisions 
of  T.  D.  2788,  and  (3)  if  he  has  qualified  as  retail  liquor  dealer  by  payment  of  special 
tax;  no  such  prescription  may  be  refilled.    (T.  D.  2881;  July  3, 1919.) 

Wholesale  pharmaci^  may  continue  to  qualify  for  sale  of  liquors  or  wines  for 
nonbeverage  purposes  in  conformity  with  T.  D.  2788.    (T.  D.  2881;  July  3,  1919.) 

Druggist  filling  physicians'  prescriptions  shall  preserve  in  separate,  carefully 
guarded  file  one  copy  of  every  prescription  filled  and  once  a  month  shall  transmit 
to  collector  a  list  showing  names  of  physicians,  names  of  patients,  and  total  quantity' 
dispensed  to  each  patient  during  the  month;  whenever  physician  is  prescribing 
more  than  normal  quantities,  or  any  patient  is  procuring  more  than  normal  quan- 
titv,  collector  shall  report  facts  to  Commtssioner  and  the  United  States  attorney. 
(T:  D.  2881;  July  3,  1919.) 

Wholesale  or  retail  liquor  dealers  having  stocks  of  wines  or  liquors  on  hand  may 
sell  to  pharmactals  holding  permit,  upon  receipt  of  order  on  Form  739  and  in  con- 
formity with  T.  D.  2788,  until  surai&os  arc  ezWisted;  wholesale  or  retail  dealers 
.  who  are  not  licensed  drumste  or  fmarmadsts  will  not  be  permitted  (o  qualify,  after 
their  present  stocks  are  e^mausted,  to  deal  in  either  beverage  or  noobevetage  spirits. 
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PhyaidaiiB' preBcxiptions — PhannaciBl»— Continued. 
(T.  D.  28dl;  July  3,  1919.)    Revoked  in  so  far  m  applicable  to  wholesale  liquor 
dealers  who  are  not  licensed  pharmacists  or  druggists.      (T.  D'  2959;  Jan.  5,  1920.) 

Hecovery  from  empty  spirit  packages. 

Pifltilled  spirits  may  be  extracted  from  empty  spirit  packages  at  central  distilling 
and  denaturing  plants,  established  under  act  of  October  3,  1913,  and  Regulations 
No.  30  and  Supplement  N6.2,  made  in  pursuance  thereof,  by  steaming,  hot  water, 
or  other  processes  on  such  premises;  spirits  thus  recovered  to  be  used  as  distilling 
material;  necessary  capacity  of  distillery  stated;  nature  of  distilling  apparatus 
required;  storekeeper-gauger;  use  of  special  denaturants;  bond  required;  installation 
of  charge  tanks  and  requisites  thereof.    (T.  D.  2565;  Oct.  27,  1917.) 

Retail  liquor  dealers. 

Retail  liquor  dealers  may  reduce  in  proof  by  addition  of  water  to  spirits  drawn 
•from  distiller's  original  pack^e  or  wholesale  liquor  dealer's  package  coutaiuing 
other  than  rectified  spirits,  tax  paid  at  15-cent  rate  by  the  rectifier,  providing  result- 
ing quantity  is  less  than  5  wine  gallons.     (T.  D.  2566;  Oct.  27,  1917.) 

Provision  of  section  304  of  the  act  of  October  3^  1917,  prohibiting  reduction  in 
proof  or  increase  in  volume  in  any  quantity  by  addition  of  water  or  other  substance, 
rectified  spirits  on  which  the  15-cent  tax  has  been  paid,  does  not  apply  to  reduction 
of  proof  bv  retailers  made  at  time  of  sale,  but  sucti  reduction  may  not  be  made  in 
quantity  in  advance  of  sale  of  drinks,     (t.  D.  2566;  Oct.  27,  1917.) 

Permits  to  use  or  to  sell,  or  to  use  and  sell,  distilled  spirits,  will  not  be  issued  to 
retail  liquor  dealers,  except  pharmacists  and  such  other  retail  dealera  as  do  not 
sell  beverage  spirits.    (T.  D.  2576;  Nov.  10, 1917.    T,  D.  2T88;  Feb.  6,  1919.) 

Where  wholesale  liquor  dealer  desires  to  empty  into  bottles  or  other  retail  packages 
diRtilled  spirits  received  by  him,  entry  should  be  made  in  record  52B  to  enect  that 
same  were  disposed  of  to  himself  for  bottling;  after  spirits  have  been  placed  in 
metal  containers  further  entry  should  be  made  in  record  52A  covering  receipt 
thereof  for  bottling,  and  approved  entries  made  in  record  52B  when  final  disposition 
i»  made;  this  does  not  affect  privilege  accorded  wholesale  liquor  dealers,  who  are 
alHO  retail  liquor  dealers,  to  charge  off  on  record  52 B  as  disposed  of  to  their  retail 
departments  spirits  intended  to  be  sold  in  retail  quantities  as  retail  liquor  dealers. 
(T.  D.  2571;  Oct.  27,  1917.) 

Samples. 

Practice  of  distillers  who  draw  samples  from  packages  of  distilled  spirits  after  the 
packages  have  been  regauged  and  while  lying  on  the  gauging  porch  awaiting  arrival 
of  tax-paid  stamps,  is  unauthorized.    (T.  D.  2397;  Nov.  20,  1916.) 

Stamps. 

Revised  Form  92  (application  for  wholoRale  liquor  dealer's  stamp)  required  to 
be  used  to  exclusion  of  all  former  editions,  both  of  Form  92  and  Form  92 J,  on  and 
after  July  1,  1917;  record  of  applications;  requisition  or  competitive  bids  for  equip- 
ment.   (T.  D.  2455;  Mar.  14,  1917.) 

Use  of  distillery  warehouse,  special  bonded  warehouse,  special  bonded  roware- 
house,  general  bonded  warehouse,  general  bonded  retransfer,  and  transfer  brandy 
stamps  discontinued;  effective  November  1, 1917.    (T.  D.  2548,  2560;  Oct.  4, 1917.) 

Stills. 

Under  section  3265,  Revised  Statutes,  any  person  who  manufactures  any  still, 
boiler,  or  other  vessel  to  be  used  for  the  purpose  of  distilling  shall,  before  removal 
from  place  of  manufacture,  notify  in  writing  the  collector  of  the  district  in  which 
such  still,  boiler,  or  other  vessel  is  to  be  used  or  set  up,  by  whom  it  is  to  be  used, 
its  capacity,  and  time  when,  same  is  to  be  removed  from  the  place  of  manufacture; 
no  such  still,  boiler,  or  other  vessel  shall  be  set  up  without  a  permit  in  writing  from 
the  collector  for  that  purpose.    (T.  D.  2993;  Mar.  22, 1920.) 

The  provision  in  section  3265,  Revised  Statutes,  punishing  failure  to  give  notice 
of  intention  to  remove  and  obtain  permit  to  set  up  a  still  in  the  sum  of  $500,  and 
making  apparatus  forfeitable  to  the  Government,  applies  to  any  and  all  stills  of 
whatever  size  or  capacity.    (T.  D.  2993;  Mar.  22,  1920.) 

Under  section  3244,  Revised  Statutes,  all  stills  which  are  manufactured  can 
be  removed  only  under  permit  from  the  collector,  which  permit  must  be  in  pur- 
suance of  the  notice  by  the  manufacturer  and  must  be  registered  on  Form  26  when  set 
up.    (T.  D.  2993;  Mar.  22,  1920.) 
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Stills— Continued . 

R^istry  of  still  or  distilling  apparatus  set  up,  required  by  section  3258,  Revised 
Statutes,  must  be  made  on  permit  No.  26,  in  triplicate,  and  delivered  to  collector, 
who  will  send  one  copv  to  the  Federal  director  of  prohibition  for  the  State  and  one 
to  the  Commissioner  of  Internal  Revenue;  this  registry  must.be  made  immediately 
after  the  still  or  distilling  apparatus  comes  into  possession,  custody,  or  under  control 
of  such  person,  whether  it  ne  a  new  still  or  distilling  apparatus,  or  whether  one 
party  succeeds  another  in  the  possession,  custody,  control,  or  use  thereof.  (T.  D. 
2993;  Mar.  22,  1920.) 

The  requirement  of  law  that  all  stills  set  up  must  be  registered,  whether  intended 
for  use  or  not,  applies  to  all  stills,  of  whatever  size  and  for  whatever  purpose  intended, 
whether  for  distillation  of  spirits  or  for  pharmaceutical  or  other  purposes;  and  any 
still  or  distilling  apparatus  not  so  registered  is  subject  to  forfeiture  to  the  United 
States,  together  with  all  personal  property  in  the  possession  or  custod  v  or  under  the 
control  of  the  person  having  possession  or  control  of  such  still  or  distilling  apparatus 
and  found  in  the  building  or  in  any  yard  or  incloeure  connected  with  the  building 
in  which  same  may  be  set  up.    (T.  D.  2993;  Mar.  22, 1920.) 

It  will  be  assumed  that  any  still  is  intended  for  the  production  of  distilled  spirits, 
with  exception  of  retorts  for  the  production  of  wood  alcohol,  unless  the  manufac- 
turer shall  furnish  to  the  collector  of  the  district  evidence  under  oath  to  show  that  the 
still  is  to  be  used  for  other  purposes  than  distilling  spirits,  and  this  evidence  must 
show  affirmatively  the  exact  purpose  for  which  still  is  to  be  used  and  where  it  is  to 
be  set  up  and  used ;  upon  tiling  of  evidence  in  question  along  with  notice  to  collector 
of  intention  to  remove  the  still  from  the  place  of  manufacture,  the  still  may  be  re- 
moved without  payment  of  tax  thereon  and  without  permit  calletl  for  in  section 
3265,  Revised  Statutes,  but  the  same  must  be  registered  when  set  up:  this  ruUpg 
does  not  apply  to  glass  laboratory  stills  of  trifling  capacity  used  only  tor  chemical 
purposes.     (T.  D.2993;  Mar.  22,  1920.) 

8tora|^. 

Storage  on  bonded  premises  of  distilled  spirits  on  which  tax  has  been  paid  Ls  not 
permissnble.     (T.  D.  2387;  Oct.  30,  1916.) 

Instructions  with  reference  to  construction  of  distillery  warehouses;  materials; 
foundations;  doors  and  windows;  contents  of  application  for  approval  of  warehouse. 
(T.  D.  2431;  Jan.  9,  1917.) 

War^ouse  receipts. 

Persons  selling  warehouse  receipts  representing  distilled  spirits  in  storage  are 
liable  to  special  tax  as  they  would  be  on  account  of  the  sale  of  the  spirits  them- 
selves, but  in  view  of  section  3244,  Revised  Statutes,  as  amended,  such  liability 
will  not  attach  to  persons  selling  such  certificates  received  as  security  for  or  in 
payment  of  a  debt,  provided  such  certificates  or  the  spirits  represented  thereby  are 
sold  in  one  lot,  or  the  spirits  are  sold  at  public  auction  in  lots  of  not  less  than  20 
gallons  each;  T.  D.  1278  revoked.    (T.  D.  2784;  Jan  23,  1919.) 

Survey  of  distilleries. 

Instructions  relative  to  making  surveys  of  distilleries  using  the  filtration-aeration 
process  and  operating  on  the  sweet-mash  principle  for  the  commercial  manufac- 
ture of  yeast  only.    (T.  D.  2393;  Oct.  7, 1916.) 

Industrial  distilleries  and  central  distilling  and  denaturing  plants  are  exempted 
from  the  provisions  of  section  3264,  Revised  Statutes,  requiring  that  surveys  of 
distilleries  be  m^de  to  determine  true  spirit-producing  capacities  thereof  for  a  day 
of  24  hours.    (T.  D.  2728;  June  8,  1918.) 

Time  taxes  effective. 

War  revenue  taxes  on  distilled  spirits  removed  from  place  of  production  or  storage 
in  bond  took  effect  on  and  after  morning  of  October  4,  1917.  (T.  D.  2547;  Oct.  22, 
1917.) 

Virgin  Islands. 

Distille^l  spirits  produced  in  the  Virgin  Islands  and  held  for  sale  in  the  United 
States  on  October  3,  1917,  are  subject  to  additional  taxes  imposed  by  act  of  October 
3,  1917,  as  in  case  of  domestic  spbrits.    (T.  D.  2570;  Nov.  6, 1917.) 

Wantage  rod. 

'  Notice  of  increase  in  price  of  Alexander's  improved. wan tag<Q  rod  and  instruction 
as  to  method  of  procuring  and  using  same.    (T.  D.  2640;  Jan.  28, 1918.) 
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Wholesale  liquor  dealers. 

Wholesale  liquor  dealer  may  on  making  change  of  padkage  ef  distiller's  ori^nal 
package  or  any  wholesale  liquor  dealer's  package  containing  other  than  rectified 
spirite,  tax  paid  hy  the  rectifier,  reduce  the  proof  by  addition  of  water,  or  making 
necessary  changes  m  marks,  brands,  and  stamps,  pursuant  to  application  on  Form  92. 
(T.  D.  2566;  Oct.  27, 1917.) 

Where  wholesale  lic|uor  dealer  received  distilled  spirits  on  his  premises  he  should 
enter  in  record  52 A  information  required  by  section  3318,  Revised  Statutes,  and 
when  spirits  are  disposed  of  by  him,  corresponding  entry  should  be  made  in  record 
52B;  instruction  as  to  entries  where  dealer  desires  to  empty  spirits  into  bottles  or 
other  retail  packages.    (T.  D.  2571;  Oct.  27,  1917,) 

Wholesale  dealers  authorized  to  provide  themselves  with  supplementary  Forms 
52,  as  prescribed,  in  which  to  mako  necessary  entries  ol  receipt  and  dispositioii  of 
retiul  packages;  verified  transcripts  of  supplemental  records  must  be  filed.  (T.  D. 
2655;  Feb.  11, 1913.) 

Withdrawals. 

Gangers  required,  in  making  up  Form  59,  reporting  spirits  withdrawn  from  ware- 
house for  export  upon  ori^;inal  gauge,  to  enter  in  proper  columns  complete  data  as  to 
each  package  appearing  m  Form  59  reporting  the  entry  gauge;  when  such  spirits 
are  shipped  for  export  in  cars  sealed  with  *  *U.  S.  C.  in  bond'  *  seals,  ^uger  will  pre- 
pare separate  Form  59  for  packages  shipped  in  each  car,  and  serial  numbers  of 
seals  will  also  be  stated  in  Form  206,  together  with  serial  numbers  of  packages; 
bills  of  lading  for  each  car  required  to  have  seal  numbers  noted  thereon.  (T.  D. 
2473;  Apr.  2,  1917.) 

Distillera  or  owners  of  spirits  permitted  to  execute  continuing  (blanket)  bond, 
under  which  s[>irit3  may  be  withdrawn  from  time  to  time,  in  lieu  of  bona,  Form 
643,  prescribed  in  Regulations  No.  29,  for  each  specified  lot  of  distilled  spirits,  which 
bond  will  be  executed  in  duplicate  with  satisfactory  sureties  and  in  penal  sum  suffi- 
cient to  cover  125  per  cent  of  estimated  amount  of  tax  which  will  at  any  one  time 
constitute  a  dhai^e  against  the  bond  and  in  no  case  less  than  ^1,000;  new  or  addi- 
tional bond;  credit  in  bonded  spirits  accounts.    (T.  D.  2495;  June  8,  1917.) 

Date  of  witlidrawal  controls  and  spirite  not  withdrawn  prior  to  inception  of  act  of 
October  3,  1917,  can  not  lawfully  be  withdrawn  until  the  full  tax  under  such  law 
is  paid,  though  distilled  spirits  tax  was  paid  on  October  2,  1917.  (T.  D.  2547;  Oct. 
22,  1917.) 

Kegulations  relative  to  sale  and  use  of  distilled  spirits  for  nonbeTemge  purposes 
under  acts  of  August  10, 1917 ,  and  October  3, 1917,  do  not  i^ply  to  alcohol  withdrawn 
for  denaturati(Hi,  to  alcohol  withdrawn  for  scientific  purposes,  to  distilled  spirits 
withdrawn  for  use  of  United  States  free  of  tax  under  section  3464,  Revised  Statutes, 
or  to  spirits  withdrawn  for  export.  (T.  D.  2559;  Oct.  26,  1917.  T.  D.  2788;  Feb. 
6,  1919.) 

Regulations  directing  that  no  regauge  will  be  made  up<m  withdrawal  of  packages 
of  distilled  spirits  from  warehouses  when  same  have  not  been  in  war^ouse  more 
than  30  days;  when  gauging  officer  notes  that  package  has  been  tampered  with,  or 
when  he  has  reason  to  believe  that  j)ackage  contains  more  'spirits  than  is  shown  by 
original  gauge,  or  materially  less  spirits,  or  distiller  asks  for  regauge,  regauge  will  be 
made  bmre  withdrawal;  reason  for  regauge  to  be  noted  in  Form  59  wnere  regauge 
is  made  upon  withdrawal  of  packages  which  have  remained  in  warehouse  not 
exceeding  30  days.    (T.  D.  2562;  Oct.  22,  1917.) 

Ap^plicant  for  withdrawal  or  purchase  of  nonbeven^  spirits  will  make  out  applica- 
tion in  triplicate,  filling  in  necessary  data  within  his  knowledge;  instructions  with 
relation  to  distribution  of  spirits;  application  to  be  delivered  to  vendor  of  spirits 
who  will  fill  in  necessary  data;  disposition  of  triplicates;  approval  of  collector  in 
advance  of  withdrawal  or  purchase  not  required;  applicant  must  sign  certificate 
in  prepared  spaces  without  making  affidavit  (T.  D.  2576;  Nov.  10,  1917.  T.  D. 
2788:  Feb.  6,  1919.) 

Instructions  with  reference  to  withdrawal  of  alcohol  for  use  in  central  denaturing 
warehouses  from  different  distilleries  under  one  bond;  requisites  of  bond;  permit: 
application  for  regauge  and  withdrawal;  order;  storekeeper's  duties;  certificate  of 
gauger.    (T.  D.  2630;  Jan.  17,  1918.) 

Application  for  withdrawal  required  to  be  made  on  Form  543,  which  must  be 
signea  by  head  of  executive  department  or  head  of  bureau  not  under  control  of  any 
department,  or  by  a  Government  officer  or  employee  designated  by  written  order, 
and  must  indicate  bureau  or  division  and  department  or  independent  bureau  of 
United  States  for  which  spiritfl  are  to  be  withdrawn.    (T.  D.  2653;  Feb.  16, 1918.) 
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Withdrawals— Continued . 

Burden  is  on  plaintiff  in  suit  at  law  to  recover  tax  paid  under  protest,  pursuant 
to  assessment  based  on  alleged  transferring,  in  removing  spirits  from  bond,  of  portion 
of  contents  of  barrels  containing,  req>ecUvely,  more  man  requirements  of  Carlisle 
allowance  to  barrds  containing,  respectively,  less  than  the  minimum  contents  re- 
cjuired  by  Carlisle  allowance,  to  show  what  part  of  assessment  was  wrongful ;  burden 
is  not  met  by  proof  that  payment  was  made  in  accordance  with  governmental  regauge 
nor  does  added  fact  of  long  delay  in  making  assessment  overcome  its  firima  facie 
evidentiary  effect.    (T.  D.  2757;  Sept.  5,  1918.    Ct.  Dec.) 

Regulations  concerning  removal  of  tax-paid  alcohol  in  tanks  or  tank  care  from 
registered  distilleries  to  premises  of  rectiners  of  spirits;  transfer  to  storage  tanks; 
reports;  labels;  bonds,    (T.  D.  2790;  Feb.  15,  1919.) 

DISTUiLBD  WATBB8. 

See  **Waters.*- 

DISTRAINT. 

Floor  taxes— Bonds. 

Collectors  should  use  vigilance  in  collection  of  taxes  and  issue  distraint  warrant 
wherever  necessary;  if  taxes  secured  by  filing  of  bond  are  not  paid  within  time 
limit,  collector  should  endeavor  to  collect  by  distraint.    (T.  D.  2574;  Oct.  31, 1917.) 

Seizure  of  goods. 

Where  stock  of  p^oods  upon  whicli  floor  tax  has  not  been  mod  is  depleted  by  being 
sold  or  removed  m  such  manner  as  will  result  in  jeoparaizing  collection  oi  taxes, 
same  should  be  seized  under  provisions  of  section  3453,  Revised  Statutes,  without 
awaiting  result  of  distraint  proceedings.    (T.  D.  2648;  Jan.  28, 1918.) 

Income  taxes— Collection. 

All  property  in  United  States  of  nonresident  alien  is  subject  to  distraint  for  col- 
lecticm  of  tax  and  penalty.    (T.  D.  2690;  art.  13.) 

Amounts  collected  by  distraint  or  otherwise  subsequent  to  institution  of  suit  for 
collection  by  United  Statee  attorney  should  be  at  once  re))orted  to  United  States 
attorney  for  his  guidance  in  his  further  prosecution  of  case  in  court.  (T.  D.  2690; 
art.  261.) 

Credit  given  collector  for  taxes  abated  as  uncollectible  will  not  affect  suit  pending 
for  their  recovery,  nor  will  it  relieve  collector  from  duty  of  distraining  any  property 
of  taxpayer  that  may  be  found  at  any  time  before  judgment.    (T .  D .  2690;  art.  252.) 

DISTRICT  OF  COLUMBIA. 

Excise  taxes. 

Taxes  imposed  b}r  sections  313,  315,  and  600  of  act  of  October  3,  1917,  apply  to 
articles  sola  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  else- 
where in  the  United  States  than  in  a^tatc,  and  to  articles  sold  in  commerce  between 
United  States  and  «ny  of  its  island  or  other  possessions  except  the  West  Indian 
Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Facilities  famished  by  carriers. 

See  ''Transportation  Tax." 

Income  taxes— Public  utilities. 

Where  public  utility  constructed,  operated,  or  maintained  by  corporation  under 
contract  with  any  city.  State,  Territory,  or  the  District  of  Columbia,  agrees  that 

■  portion  of  net  earnings  shall  be  paid  to  such  city,  State,  Territory,  or  the  District 
of  Columbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as 
necessary  expense  of  transacting  business.    (T.  D.  2690;  art.  142.) 

Stamp  tax  on  time  drafts. 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3,  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not 
otherwise^  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction 
of  the  Umted  States  (including  the  States,  the  District  of  Columbia,  the  Territory 
of  Hawaii  and  tho  Territory  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands, 
the  Viigin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.  (T.  D. 
2795;  Feb.  26, 1919.) 


Digitized  by  VjOOQIC 


184  DITCH   COMPANIES — ^DIVIDENDS, 

Telegraph,  etc. ,  messages  —OS nal  business. 

All  tel^raph,  telephone,  or  radio  messages  of  officers  and  employees  of  the  Dis- 
trict of  Columbia,  on  official  business,  are  exempt  from  tax  imposed  by  section  500 
of  act  of  October  3, 1917,  and  should  not  be  reported  in  monthly  return  of  telegrapli, 
telephone,  or  radio  company;  officer  or  employee  sending  telegraph  or  rarlio  moa- 
sage  should  certify  thereon  that  it  is  on  account  of  official  business  and  not  for  pri- 
vate purposes;  form  of  certificate  indicated.     (T.  D.  2551;  Oct.  22,  1917.) 

Under  section  502  of  act  of  October  3,  I9i7,  radio  messages,  tel^raph  messagos, 
and  telephone  messages  relating  to  Government  business,  which  originate  in 
United  States,  and  which  are  a  charge  against  the  Treasury  of  the  United  States, 
the  District  of  Columbia,  a  State,  Territory,  or  any  pDlitical  subdivision  of  a  State 
or  Territory,  and  are  paid  from  funds  thereof,  are  exempt  from  tax  imposed  by  sec- 
tion 500  (e)  of  such  act;  messages  not  paid  from  such  funds  are  not  exempt  from  tax 
even  though  they  relate  to  Government  business.    (T.  D.  2619;  Dec.  19,  1917.) 

Exemption  from  tax  imposod  by  section  500,  subdivision  (e),  act  October  3,  1917, 
on  telephone,  tel^raph,  and  radio  messages  may  be  claimed  when  amounts  paid 
for  sucn  messages  are  finally  to  be  paid  by  the  Government  under  a  cost-plus 
contract.  This  does  not  apply  where  contractor  is  doing  work  for  Government  und  er 
lump-sum  contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

DITCH  COMPANIES. 

Capital  stock  tax — ^Exemption. 

Farmers'  or  other  mutual  ditch  or  irrigation  company,  income  of  which  conaisls 
solely  of  assessments,  dues,  and  fees  collected  from  members  for  sole  purposo  of 
meeting  its  expenses,  is  exempt  from  tax  imposed  by  section  11  of  Title  I  of  act 
September  8,  1916.    (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Inconxe  taxes— Exemption. 

Mutual  ditch  or  irrigation  company  is  specifically  exempt  from  income  tax,  pro- 
vided that  their  entire  income  consists  solely  of  assessments,  dues,  and  fees  collected 
from  members  for  sole  purpose  of  meeting  expenses  incurred  in  pursuance  of  pur- 
pose for  which  organized ;  if  any  such  orgamzation  has  income  from  any  s  )urce 
other  than  assessments,  dues,  and  fees,  such  income  is  taxable,  and  organizations 
receiving  same  will  be  required  to  make  returns.    (T.  D.  2690;  art.  69.) 

DIVIDENDS. 

See  *  'Corporations. ' ' 

DefiTiition. 

The  term  * 'dividend,'*  within  the  income-tax  law,  means  any  distribution 
made  or  ordered  to  be  made  by  a  corporation,  joint-stock  company  or  association, 
or  insurance  company  out  of  its  earnings  or  profits  accrued  since  March  1,  1913,  and 
payable  to  its  shareholders  whether  in  cash  or  in  stock  of  the  corporation,  joint- 
stock  company  or  association,  or  insurance  company.     (T.  D.  2690;  art.  106.) 

The  term  * 'dividend,'*  as  used  in  war  excess -profits  tax  regulations,  has  (he 
same  meaning  as  in  section  31  of  the  act  of  September  8, 1916,  as  amended  by  the 
act  of  October  3,  1917.  to  wit,  any  distribution  made  or  ordered  to  be  made  by  a 
corporation,  joint-stock  company,  association,  or  insurance  company,  out  of  its 
earnings  or  profits  accrued  since  March  1,  1913,  and  payable  to  itfl  stockholders, 
whether  in  cash  or  in  stock,  which  stock  dividends  shall  be  considered  income,  to 
the  amount  of  earnings  or  profits  so  distributed;  unless  otherwise  indicated  by  the 
context,  term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D. 
2694;  arU.  1,  9.) 

The  act  of  September  8,  1916,  and  the  act  of  October  3,  1917,  in  excluding  divi- 
dends declared  out  of  earnings  or  profits  that  accrued  prior  to  March  1,  1913,  are 
not  intended  to  be  decla-atory  of  the  meaning  of  the  term  "dividends"  in  the  act 
of  October  3,  1913.    (T.  D.  2731;  June  11,  1918.    CH.  Dec.) 

A  dividend  declared  and  paid  by  one  corporation  in  the  stock  of  another  is  not  a 
"stock  dividend' '  within  the  accepted  meaning  of  that  term.  (T.  D.  2732;  June  11, 
1918.    Ct.  Dec.) 

Periodical  refunds  by  cooperative  organizations,  which  are  sometimes  called 
"dividends, "  are  wholly  different  from  ordinary  dividends  based  on  stock  holdings 
and  need  not  be  listed  as  income  by  recipient;  where  recipient  claims  right  to 
deduct  as  business  expensesany  expenditures  on  which  refund  is  based,  sum  claimed 
as  deduction  must  be  reduced  in  proportion  to  refund  received.  (T.  D.  2737;  Juno 
19,1918.) 
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Estate  tax. 

See ''Estate  Tax." 
Income  tax. 

See  ' 'Income  Taxes  (Individuals) .  '* 

BIVORCB. 
Alimony — Income  tax. 

Alimony  or  allowance  based  on  separation  agreement  is  not  income  to  recipient 
thereof,  nor  is  it  an  allowable  deduction  for  the  person  paying  same.  (T.  D.  2690; 
art.  4.) 

DOCTOKS. 

See  "Physicians." 

DOCUMENTABY  STAMPS. 

See ''Stamp  Taxes." 

DOING  BUSINESS. 
Definition. 

The  definition  of  the  term  "doing  business/'  as  used  in  corporation-tax  act  <rf 
August  5,  1909,  which  has  been  judicially  approved  is  that  wnich  occupies  the 
lime,  attention,  and  labor  of  man  for  the  purpose  of  a  livelihood  or  profit.  (T.  D. 
2436;  Jan.  19,  1917.    Ct.  Dec.) 

The  word  "busdneas,"  as  u«3ed  in  act  September  8,  1916,  is  a  very  comprehensive 
term  and  embraces  ever> thing  about  which  a  person  can  be  employed;  fair  test 
as  to  whether  or  not  a  corporation  is  dolufi;  business  Is  whether  the  corpoiation  has 
reduced  its  activities  to  tne  owning  and  nolding  of  property  and  the  distribution 
of  its  avails  and  doin^  only  the  acts  necessary  to  continue  that  status,  or  is  still 
active  and  is  miiintaining  its  oi^nization  for  purpose  of  continued  efforts  in  pursuit 
of  profit  and  gain  and  such  activities  as  are  essential  to  those  purposes.  (T.  D.  2750, 
art  4;  Aug.  9,  1918.) 

DOMESTIC. 
Definition. 

The  term  '  'domestic, "  as  used  in  vFar  excess-profits  tax  regulations,  means  created 
under  the  law  (statutory  or  other)  of  United  States  or  any  State  thereof,  Alaska, 
Hawaii,  or  the  District  of  Columbia,  and  unless  otherwise  indicated  by  the  con- 
text, term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning:  (T.  D. 
2694;  arts.  1,  3.) 

DOMESTIC  COBPORATIONS. 

See  "Corporations." 

DONATIONS. 
See  "Gifts." 

DRAFTS. 

Stamp  tax— Bill  of  lading  attached. 

Ordinary  sight  draft  with  bill  of  lading  attached  is  not  taxable,  but  draft  expressed 
to  be  payable  at  sight '  'on  arrival  of  car, ' '  or  containing  memorandum  to  hold  until  ' 
arrival  of  car,  is;  sight  draft  accompanied  by  instructiona  outside  the  instrument,  as 
"Do  not  present  until  arrival  of  car,"  or  some  such  memorandum,  is  not  taxable. 
(T.  D.  2682;  Mar.  26,  1918.) 

Delivery. 

If  a  draft  drawn  abroad  on  a  foreign  drawee,  with  a  foreign  payee,  passes  through 
a  bank  here  in  the  course  of  collection,  no  tax  is  payable  unless  it  should  be  delivered 
by  an  agent  of  the  drawer  to  an  agent  of  the  payee  withia  the  United  States.  (T.  D. 
2682;  Mar.  26,  .1918.) 

The  rule  that  a  taxable  draft  or  check  becomes  subject  to  the  tax  imposed  by 
Schedule  A  of  Title  VIll  of  the  act  of  October  3.  1917,  if  delivered  within  the 
territorial  jurisdiction  of  the  United  States^  means  tnat  the  tax  does  not  attach  to  a 
draft  drawn  and  accepted  here,  but  delivered  abroad,  whether  before  or  after 
acceptance,  but  does  attach  to  a  draft  delivered  here,  whether  before  or  after  accept- 
ance, although  drawn  and  accepted  abroad;  in  general,  a  draft  sent  through  the  : 
mail  is  delive/ed  when  and  where  deposited  in  the  mail  addressed  to  the  payee  or  the 
indorsee  from  the  drawer.    (T.  D.  2682;  Mar.  26,  1918.) 
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Stamp  t as— Continued. 
Delivery — Continued. 

Payee  or  indorsee  from  drawer  must  see  to  it  tliat  drawer  pays  tax  before  delivery; 
the  word  * 'accept"  is  used  in  section  802  of  the  act  in  tne  general  sense  of  ''re- 
ceive, ' '  not  in  the  special  sense  peculiar  to  drafts;  no  drawee  accepting  an  unstamped 
undelivered  draft  would  violate  the  law,  but  if  the  draft  has  already  become  taxable 
because  of  a  prior  delivery,  acceptor  must  be  sure  that  stamps  are  affixed.  (T.  D. 
2682;  Mar.  26,  1918.) 

The  general  rule  that  a  taxable  draft  becomes  subject  to  the  tax  concurrently 
with  its  dolivory  means  that  the  tax  attaches,  not  when  it  b  signed  by  the  drawer 
or  presented  to  the  drawee  for  acceptance,  or  accepted  by  him,  but  when  it  is  deliv- 
ered to  the  payee,  if  drawn  on  a  third  person,  or  negotiated  by  the  drawer,  if  drawn 
to  his  order,  whether  such  delivery  or  negotiation  takes  place  before  or  after  accept- 
ance; if  draft  was  drawn  and  accepted  before  passage  of  act  of  October  3,  1917,  but 
not  delivered  or  negotiated  until  i^terwards,  tax  is  payable;  if  draft  is  presented 
to  drawee  for  acceptance  and  discounted  by  him,  stamps  must  be  first  s^xed  by 
drawer.    (T.  D.  2682;  Mar.  26,  1918.) 

The  stamp  tax  on  drafts  imposed  by  Schedule  A^  of  Title  VIII,  of  the  act  of 
October  3,  1917,  attaches  to  drafts  at  the  time  of  delivery,  if  delivered  within  the 
territorial  jurisdiction  of  the  United  States  and  expressed  to  bo  payable  otherwise 
than  at  sight  or  on  demand,  but  not  to  drafts  not  yet  delivered  or  delivered  in  a 
foreign  country  or  expressed  to  be  payable  at  eight  or  on  demand.  (T.  D.  2682 ; 
Mar.  26,  1918.) 

— —  Exports. 

Because  of  the  constitutional  restriction  that  no  tax  or  duty  shall  be  laid  on 
articles  exported  from  any  State,  drafts  with  bills  of  lading  attached  covcrinj» 
goods  in  course  of  exportation  are  not  subject  to  the  tax.  (T.  D.  2682;  Mar.  20, 
1918.) 

Sight  draft. 

A  sight  draft  accepted  and  paid  for  the  drawee  by  the  cdlecting  bank,  which 
holds  it  and  charges  interest  until  the  drawee  takes  it  up,  is  not  taxable.  (T.  D. 
2682;  Mar.  26,  1918.) 

A  draft  might  be  drawn  stating  no  time  for  payment,  which  would  class  it  as  a 
sight  draft,  and  be  accepted  at  90  days  whidi  would  chan|^  its  nature;  if  nego- 
tiated or  delivered  before  acceptance  holder  would  be  obliged  to  stamp  thereon 
acceptance,  in  default  of  which  both  he  and  acceptor  would  be  liable  for  statutory 
penalty.    (T.  D.  2682;  Mar.  26,  1918.) 

Time  drafts. 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3,  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not 
otherwise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of 
the  United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territory  ot  Alaska]  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.  (T.  D.  2795; 
Feb.  26, 1919.) 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  Unitocl 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and , 
although  time  drafts  covering  shipments  to  the  Vii|^  Islands,  the  Philippine 
Islands,  and  Porto  Rico  are  not  subject  to  the  tax,  tune  drafte  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto 
Rico  must  bo  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Dec.  24,  1918.) 

DBAWBAOKS. 

Exports— Alcohol. 

Whore  alcohol  is  exported  in  its  natural  condition^  drawback  thereon  allowed 
only  when  alcohol  is  exported  in  the  distillers'  original  casks  or  packages,  and 
allowance  is  limited  by  section  3329,  Revised  Statutes,  to  90  cents  per  proof  gallon ; 
where  the  alcohol  is  used  in  manufiacture  of  flavoring  extracts,  meaicinal,  or  toilet 
preparations  for  export,  the  drawback  should  incluae  both  tax  of  $1.10  per  proof 
gallon,  and  additional  tax  paid  thereon,  under  act  of  October  3, 1917.  (T.  D.  2572; 
Oct.  24, 1917.) 
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Exports— Continued . 

Automobiles. 

There  is  no  drawback  on  eaqKnied  automobiies,  automobile  trucks,  etc.  (T.  D. 
2591;  Nov.  24, 1917,) 

Narcotics. 

ManufactujMS  ol  narcotics  may  lawfully  famish  to  any  duly  accredited  special 
agent  or  customs  ag^it  of  the  Treasury  ENopartment,  samples  required  in  order  to 
make  analyses  to  establish  allowance  of  drawback  on  manufactured  drugs  exported 
from  this  country,  taking  receipt  of  audi  officer  therefior,  which  will  be  fiiea  with 
official  naicotic  order  forms  and  records.    (T.  D.  2487;  Apr.  28,  1917.) 

See  **Medicmal  Preparations.'* 

Karcotica. 

See  ^'Narcotics." 

DBTJOGISTS. 

See  *Tharmacifltfl." 

DUSS. 
Advance  payment. 

Where  dues  are  paid  in  advance  for  calendar  year  1917,  the  tax  imposed  by  sec- 
tion 701  of  the  act  of  October  3,  1917,  is  payable  on  one-«xth  of  the  full  amount 
paid  for  such  calendar  year  and  should  be  collected  at  time  of  first  payment  of  dues 
for  1918.    (T.  D.  2681;  hlax.  2d,  1918.) 

Assessment  dues. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  is  10  per  cent  of  any  amount 
paid  as  dues  or  membership  fees  (including  initiation  fees  and  any  payment  req\iired 
tor  becoming  or  remaining  a  member  as  well  as  extraordinary  dues  or  assessments) 
to  any  social,  athletic,  or  sporting  club  or  oieaniaation  where  such  dues  or  fees  are 
in  excess  of  $12  per  year;  where  all  dues  or  fees  payable  in  any  one  year  aggregate 
more  than  $12,  tax  attaches  to  each  payment  by  memb<»r:  if  dues  exclusive  of 
initiation  fee  are  not  in  excess  of  $12  a  year,  no  tax  is  payable  except  for  members 
paying  such  fee.    (T.  D.  2081;  &]ar.  26,  1918.) 

Athletic  and  sporting  clubs. 

Athletic  and  sporting  clubs  include  boating,  tennis,  golf,  boxing,  canoe,  fishing, 
and  hunting  cluos,  and  any  organizations  for  practice  or  promotion  of  athletics  or 
sports;  Commissioner  of  Internal  Revenue  shall  determine  whether  a  dub  or  organ- 
ization is  an  athletic  or  sportang  dub  within  meaning  of  section  701  of  act  of  October 
3,  1917,  upon  being  furmshed  charter  or  constitution  and  by-laws  of  ocganizatiou, 
statement  as  to  its  actual  actiiities  and  practices,  and  such  other  information  as  he 
may  deem  pertinent.    (T.  D.  2631;  Mar.  26,  1918.) 

Basis  of  tax. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  is  10  per  cent  of  any  amount 
paid  as  dues  or  membership  fees  (including  initiation  fees  and  any  payments 
required  for  becomiog  or  remaining  a  member,  as  well  as  extraordinary  dues  ur 
asseasments)  to  any  organisation  where  such  dues  or  fees  aro  in  excess  of  $12  per 
year;  where  aU  dues  or  fees  paysU>le  in  any  one  year  by  a  member  of  a  club  will 
aggregate  more  than  $12,  tax  attaches  to  each  payment  by  sudi  member;  ii  the 
dues  exclusive  of  the  initiation  lee  aie  not  in  excess  of  $12  a  year,  no  tax  is  payable 
except  from  memben  paying  such  fee;  tax  is  payable  on  life  aMHuborship  ices 
when  paid.    (T.  D.  2681;  Mar.  26,  1918.) 

Boating  clubs. 

Boating  clubs  arc  included  within  the  term  |' athletic  and  sporting  dubs,  '*  as 
used  ill  section  701  of  tho  act  of  October  3, 1917,  imposing  a  tax  on  amouuts  paid  as 
dues  or  membership  fees^  to  any  athletic  or  sporting  club.  (T.  D.  2681;  Mar. 
26, 1918.) 
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Boxing  clubs. 

Boxing  cUibs  are  included  within  the  term  "athletic  and  sporting"  ch  ba,  as  ised 
in  section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amounts  paid  as  dues 
or  membership  fees,  to  any  athletic  or  sporting  club.    (T.  D.  2681;  Mar.  26,  1918.) 

Buainess  organizatiomi. 

Tax  imposed  by  section  701  of  act  of  October  3,  1917,  does  not  attach  to  dues 
paid  to  chambers  of  commerce  or  other  primarily  business  organizations.  (T.  D. 
2631;  Mar.  26,  1918.) 

Dues  paid  commercial  club  conducted  primarily  for  commercial  object's  are  not 
taxable  for  special  reason  that  chief  social  feature,  that  of  the  restaurant,  besides 
being  maintained  as  an  adjunct  to  the  luncheon  meetings,  is  r^ilarly  opened  to 
the  members,  local  business  and  civic  organizations,  and  used  by  them  for  purposes 
which  the  club  is  engaged  in  furthering.    (T.  D.  2795;  Feb.  26,  1919.) 

Dues  paid  for  membership  privileges  in  chamber  of  commerce  or  other  primarily 
commercial  organization  are  taxable  if  privileges  include  clubhouse  facilities  such 
as  are  afforded  by  ordinary  city  social  club.     (T.  D.  2795;  Feb.  26,  1919.) 

Canoe  clubs. 

Canoe  clubs  are  included  within  the  term  *' athletic  and  sporting"  clubs,  as  used 
in  section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amounts  paid  as  dues 
or  membership  fees,  to  any  athletic  or  sporting  club.     (T.  D.  2681;  Mar.  26,  1918.) 

CHiaxnbers  of  commerce. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  does  not  attach  to  dues  paid 
to  chambers  of  commerce  or  other  primarily  btisinees  organizations.  (T.  D.  2681; 
Mar.  26,  1918.) 

Clubs  included  within  ''social,  athletic,  or  sporting." 

Commissioner  of  Internal  Revenue  shall  determine  whether  a  club  or  organiza- 
tion comes  within  scope  of  words  ** social,  athletic,  or  sporting,"  as  used  in  section 
701  of  the  act  of  October  3,  1917,  upon  being  furnished  charter  or  constitution  and 
by-laws  of  the  organization,  statement  as  te  its  actual  activities  and  practices,  and 
such  other  information  as  he  may  deem  pertinent  to  the  determination;  ''social 
club"  defined;  what  clubs  are  included  within  "athletic and  sporting  clubs**; 
tax  does  not  attach  to  dues  paid  to  chambers  of  commerce  or  other  priraarilv  busi 
ness  oi]Q;anizations;  dues  and  fees  paid  by.  residents  of  United  States  to  clube  located 
in  foreign  country  and  having  fio  branches  or  oi^nization  here,  not  taxable.  (T.  D. 
2681;  Mar.  26,  1918.) 

Collection  of  tax. 

Where  dues  are  paid  in  advance  for  calendar  year  1917,  tax  is  payable  on  one* 
sixth  of  full  amount  paid  for  such  calendar  year,  and  should  be  collected  at  time  of 
first  payment  of  dues  for  1918.    (T.  D.  2681;  Mar.  26,  1918.) 

Commercial  clubs. 

See  "Business  organizations,*'  flnfe. 

Computation  of  tax. 

Tax  imposed  by  section  701  of  act  of  October  3, 1917,  is  10  per  cent  of  any  amount 
paid  as  dues  or  membership  fees  (including  initiation  fees  and  any  payments  re- 
quired for  becoming  or  remaining  a  member,  as  well  as  extraordinary  dues  or  assess- 
ments) to  any  oi^nization  where  such  dues  or  fees  are  in  excess  of  $12  per  year; 
where  all  dues  or  fees  payable  in  any  one  year  by  a  member  of  a  club  will  aggregate 
more  than  $12,  tax  attaches  to  each  payment  by  such  member;  if  the  dues  exclu- 
sive of  the  initiation  fee  are  not  in  excess  of  $12  a  year,  no  tax  is  payable  except 
from  members  paying  such  fee;  tax  is  payable  on  life  membership  fees  when  iMdd. 
(T.  D.  2681;  Mar.  26,  1918.) 

Liability  to  the  tax  imposed  by  section  701  of  the  act  of  October  3,  1917,  depends 
upon  the  period  for  which  the  dxies  are  paid;  tax  must  be  paid  upon  all  dues  repre- 
senting membership  privileges  for  the  time  elapsing  after  October  31,  1917,  regard- 
lees  of  time  of  payment,  except  in  case  of  life  membership  fees  paid  before  November 
1,  1917;  in  case  of  dues  paid  in  advance  for  calendar  year  1917,  tax  is  payable  on 
one-sixth  of  full  amount  paid  for  such  calendar  year  and  should  be  collected  at 
time  of  first  payment  of  dues  for  1918.    (T.  D.  2681;  Mar.  26,  1918.) 
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Bate  tax  effective. 

Liability  to  the  tax  imposed  by  section  701  of  ths  act  of  0:?tober  3,  XM7,  dependi 
upon  tha  period  for  whicn  the  dues  are  piid;  tax  mu-at  be  piid  upon  all  dues  repre- 
senting membership  privileges  for  the  tirae  ehtpsing  after  October  31,  1917,  regard- 
lees  of  time  of  payment,  except  in  case  of  life  membership  fees  paid  before  November 
1,  1917;  in  case  of  dues  paid  in  advance  for  calendar  year  1917,  tax  is  payable  on 
one-sixth  of  fuU  amount  paid  for  such  calendar  year  and  should  be  collected  at 
time  of  first  payment  of  dues  for  1918.    (T.  D.  26S1;  Mar.  26,  1918.) 

EzemptianB. 

Dues  or  fees  paid  to  fraternal  orders  not  falling  within  the  express  exemptioii  of 
section  701  of  tne  act  of  October  3,  1917,  are  not  8UbJ3ct  to  the  tax  imposed  by  that 
section,  if  the  purposes  and  practices  of  the  order  to  which  they  are  paia  are  reli^ous, 
benevolent,  or  educational,  and  any  social  activities  of  the  order  are  incidental  and 
subordinate;  where  the  purposes  or  practices  of  any  fraternal  ordw  are  primarily 
social  in  character,  dues  or  fees  paid  to  it  are  subject  to  the  tax.  (T.  D.  26S1;  Mar. 
26,1918.)- 

Fis(hiiig  clube. 

Pishing  clubs  are  included  within  the  term  '^athletic  and  sporting"  clubs,  as 
used  in  section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amounts  paid  as 
dues  or  membership  fees,  to  any  athletic  or  sporting  club.  (T.  D.  2681;  Mar.  26, 
191o.) 

Foreis^n  clubs. 

Dues  and  fees  paid  by  residents  of  United  States  to  clubs  located  in  foreign 
country  and  having  no  branches  or  oiganizations  here,  are  not  subject  to  tax  im- 
posed by  section  701  of  act  of  October  3,  1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Fraternal  ordem. 

Dues  or  fees  paid  to  fraternal  orders  not  falling  within  the  express  exemption  of 
section  701  of  the  act  of  October  3j  1917,  are  not  subject  to  the  tax  imposed  oy  that 
section,  if  the  purposes  and  practices  of  the  order  to  which  they  are  paid  are  reli- 
gious, benevolent,  or  educational,  and  any  social  activities  of  the  order  are  inci- 
dental and  subordinate;  where  the  purposes  or  practices  of  any  fraternal  order  are 
primarily  social  in  character,  dues  or  fees  paid  to  it  are  subject  to  the  tax.  (T.  D. 
2681;  Mar.  26,  1918.) 

Golf  clube. 

Golf  clubs  are  included  within  the  term  "athletic  and  sporting'*  clubs,  as  used 
in  section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amoimts  paid  as  dues 
or  membership  fees,  to  any  athletic  or  sporting  club.    (T,  D.  2681;  Mar.  26,  1918.) 

Golf  chib  dues  for  which  the  member  receives  as  one  of  the  privileges  of  member- 
ship a  season  ticket  for  a  municipal  golf  course  are  subject  to  tax  without  deducting 
part  paid  by  club  to  city  for  the  season  ticket.    (T.  D.  2782;  Dec.  24, 1918.) 

The  dues  taxable  include  a  sum  paid  by  a  member  in  addition  to  his  regular  dues 
to  obtain  privileges  of  the  club  grounds  for  members  of  his  family.  (T.  D.  2795; 
Feb.  26, 1919.) 

Hunting  clubs. 

Hunting  clubs  are  located  within  the  term  '^athletic  and  sporting"  clubs,  aa 
used  in  section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amounts  paid 
as  dues  or  membership  fees,  to  any  athletic  or  sporting  ^ub.  (T.  D.  2681;  Mar. 
26,  1918.) 

Initiation  fees* 

Where  dues,  exclusive  of  initiation  fee,  are  not  in  excess  of  $12  a  year,  no  tax  is 
payable  except  from  membere  paying  such  fee;  daily  records  req^uired  to  be  kept 
oy  clubs  or  oiganizations  showing  number  of  members  paying  initiation  fees,  and 
the  amount  of  such  feea  each  day,  together  with  amount  of  tax;  monthly  return, 
which  shall  be  recapitulation  of  daily  records,  required  to  be  made  in  duplicate  on 
Form  729  and  to  be  transmitted  to  office  of  collector,  with  amount  of  tax.  on  or  bo- 
fore  last  day  of  month  following  that  for  which  return  is  made.  (T.  D.  2081;  Mar. 
20,  1918.J 
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Initiation  fees — ^Continued. 

The  rale  of  T.  D.  £646  that »  flhrn  of  stock  lequired  «s  oeadkion  <rf  becoming 
member  of  dub  is  r^saided  as  an  initiation  fee  aiiftlies  te  a  club  oigaoized  as  a 
business  corpomtian  and  having  atockholdera  who  are  not  membem.  <T.  D.  2795; 
Feb.  26,  1919.) 

liif e  membexBhip  fees. 

Tax  imposed  by  section  701  of  act  of  October  .3, 1917,  is  payable  on  life  membership 
fees  when  paid;  tax  must  be  paid  upon  all  dues  representing  membership  privileges 
for  any  time  elapsing  after  October  31,  1917,  regardless  of  tmie  of  pa«kent«  exci^t 
in  case  of  life  membership  fees  paid  before  November  1, 1917.  (T,  D.  26&1;  Mar. 
26,  1918.) 

Payment  of  tax. 

Where  dues  are  paid  in  advance  lor  calendar  year  1917,  tax  is  payable  on  one- 
sixth  of  full  amount  paid  for  auch  calendar  year,  and  should  be  collected  at  time  of 
first  payment  of  dues  for  1918.    (T.  D.  2681;  Mar.  26,  1918.) 

Penalties. 

In  addition  to  penalties  pro^'ided  by  section  1004  of  the  act  of  October  3,  1917, 
for  failure  to  make  the  return,  other  punishment  for  iailure  to  comply  with  law  and 
KegulatlofDS  is  prescribed  by  section  3176,  Kevised  Statutes,  as  amended,  and  by 
other  sections  of  internal-revenue  laws.    (T.  D.  2681;  Mar.  26,  1918.) 

Records. 

Baily  records  sliall  be  kept  by  clubs  or  or^niaations  showing  classes  of  member- 
sliips,  number  of  members  paying  dues  or  initiation  fees,  and  amount  of  such  duos 
or  initiation  fees  each  day  under  oach  classification^  tojgether  with  amount  of  tax, 
which  daily  record  shall  remain  on  file  for  two  years,  m  such  manner  as  to  be  readily 
accessible  to  internal-revenue  officers.     (T.  D.  2681;  Mar.  26,  1918.) 

Returns— Monthly  returns. 

Monthly  returns^  which  shall  be  a  recapitulation  of  daily  records,  kept  by  clubs  or 
organizatisDS  required  to  be  made  in  duplicate  on  Form  729,  and  to  be  transmitted 
to  office  of  collector,  with  amount  of  tax,  on  or  before  last  day  of  month  following 
that  for  whicli  return  is  made;  copies  of  returns  shall  remaLn  on  file  for  two  years, 
in  such  manner  as  to  be  readily  accessible  to  internal-revenue  ^cers.  (T.  D. 
2681;  Mar.  26,  1918.) 

Penalties  for  failure  to  make. 

In  addition  to  penalties  provided  by  section  1004  of  the  act  of  October  3, 1917,  for 
failure  to  make  the  return,  other  punishment  for  failure  to  comply  with  law  and 
Regulations  is  prescribed  by  section  3176,  Revised  Statutes.,  as  amended,  and  by 
other  sections  of  internal -revenue  laws.    (T.  D.  2681;  Mar.  26,  1918.) 

Persons  reqnxrod  to  make. 

Every  person,  corporation,  ]>artiker8hip,  or  association,  receiving  aoy  |>aymenta 
for  dues  or  fees  must,  at  the  time,  collect  the  tax  from  ijbe  persons  making  ssch 
payments,  including  in  such  collection  the  amount  of  unpaid  tax,  if  any,  on  dues, 
or  fees  received  prior  thereto,  covering  any  period  since  October  31, 1917,  and  make 
montlily  return  and  payment  of  collections,  to  collector  of  district,  as  pro\'idcd  in 
section  503  of  the  act  of  October  3, 1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Social  daba. 

Any  organization  which  maintains  quarters  or  arranges  periodical  dinners  or 
meetings  forpurpose  of  affording  its  members  opportunity  of  congregating  lor  social 
intercourse,  is  a  social  club  within  the  meaning  of  section  701  of  the  act  of  October 
3,  1917,  unless  its  social  features  are  subordinated  and  merely  incidental  to  the 
ftirtherance  of  business  orother  special  interests;  Commissiower  of  Internal  Revenue  • 
shall  determine  whether  club  or  organization  <iomeB  within  words  '^social,  athletic, 
or  sporting/*  upon  being  furnished  charter  or  constitution  and  by-laws  of  organi- 
zation, statement  as  to  its  actual  activities  and  practices,  and  such  draier  information 
as  he  may  deem  pertinent.    (T.  D.  2681;  Mar.  26,  B18.) 

Bues  or  fees  paid  to  fraternal  orders  not  falling  within  the  express  exemption  of 
section  701  of  the  act  of  October  3,  1917,  are  not  subject  to  the  tax  imposed  oy  that 
section,  if  the  purposes  and  practices  of  the  order  to  which  they  are  paid  are 
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Social  dubs— Continued, 
rdi^poos,  beaevelenty  or  educatioDal,  a&d  and  social  activities  of  the  order  aro 
incidftotal  and  •ubordinate;  wbae  the  purpofles  or  practices  of  any  fraternal  order 
are  primarily  aodaL  in  character^  dues  or  tees  paid  to  it  are  subject  to  the  tax. 
(T.  D.  2681;  Mar.  26,  191&.} 

Those  social  iacilkies  afforded  by  a  comaneicial  dab  which  aos  kept  opea  &eely 
to  the  poblic  and  not  limited  to  membeis  are  not  sufficient  to  constitute  the  club  a 
social  chib  for  poiposes  of  the  dues  tax.    (T.  J>,  2782;  Dec.  24,  1918.) 

Tennis  clubs. 

Tennis  clubs  are  included  within  the  term  ''athletic  and  sporting'*  dubs,  as 
used  uiaectian  701  d  the  act  of  October  3, 1917,  imposiBg  a  lax  on  amoonts  paid  as 
dues  or  membership  fees,  to  any  athletic  or  ifwcting  dub.  (T.  D.  2681;  Mar.  26, 
1918.) 

DTTTOfi  AI>MmiSTBATI011'  OTFfCBB, 

Income  taxes. 

Dutch  administration  offices  as  the  registered,  but  not  the  actual,  owners  oC  stock 
of  domestic  or  other  resident  corporations  in  the  United  States,  required  to  dis- 
close identity  of  actual  owners  of  said  stock  for  purposes  of  the  withholding  provi- 
sions of  section  13  (0  of  act  of  September  8,  1916,  as  amended  by  act  of  Octooer  3, 
1917;  returns;  forms;  certificates;  T.  D.  2386,  revised.    (T.  D.  2609;  Biar.  9,  1918.) 

BBUCATIOKAL  INSTITiniONS. 

AdxnisaionB  to  entertainments  for. 

Where  proceeds  of  adxaiesiaBs  inure  excUtsively  to  benefit  ol  educational  insti- 
tutions, societies  or  orgauizations,  admissions  are  not  taxable;  character  of  or^ni- 
zation  for  which  benefit  is  given  and  not  purpose  of  particular  benefit  is  controlling; 
admissions  to  any  entertainment  for  charity  are  taxable  if  funds  are  adniinistere<l 
by  any  persons  or  oiganization  other  than  religious,  educational,  or  charitahlo 
institutions,  societies,  or  organizations;  admissions  to  school  or  college  athletic 
contests  and  other  college  entertainments  are  not  taxable  if  proceeds  go  to  the  stchooi 
or  to  the  college.    (T.  D.  2681;  Mar.  26,  1918.) 

Every  institution,  society,  or  organization  claiming  exemption  from  collecting 
tax  on  admissions  by  reason  of  being  educational,  required  to  file  with  collector  or 
district  affidavit  upon  stated  form,  prior  to  conducting  any  entertainment  of 
amusement  or  permitting  either  to  be  conducted  for  its  benefit;  unless  affidavit 
shall  be  filed  sufficiently  before  date  of  entertainment  to  permit  of  full  advance  in- 
vestigation of  circumstances  and  a  decision  thereon,  roanagers  of  entertainmeiH  shall 
keep  and  exhibit  to  internal -revenue  officers  complete  record  of  admissions  to  each 
performance,  and  will  be  held  responBible  for  coltection  of  tax  in  case  claim  for  ex- 
emption is  not  allowed.     (T.  D.  2681;  Mar.  26,  1918.) 

Alcohol  withdrawn  for  use  in. 
See  **Alcohol." 

Capital  8to<^  tax. 

Corporation  or  association  organized  and  operated  cxchisrvel^r  for  educational 
purposes,  no  part  of  net  income  of  which  inures  to  benefit  of  any  private  stockholder 
or  individual,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8, 
1916.    (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1913.) 

Income  tax— Exemptions. 

Corpoiatio^s  or  asBociatuu»  organized  and  operated  exclusively  for  educational 
purposes  are  not,  as  such»  exempt  from  tax;  exemption  is  conditional  on  filing  with 
coUector  affidavit,  setting  out  character  and  purpose  of  organization,  and  showing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individ- 
ual, and  that  such  income  is  used  exclusively  to  promote  purposes  for  which  organ- 
ized aaiiuUcatod  in  particular  paragraph  under  which  exemption  is  claimed .  (T.  D . 
2690;  art.  67.) 

SjDcmption  from  filing  returns  and  paying  income  tax  of  corporations  or  associa- 
tions oiganised  and  of>erating  exchisxvehr  kft  educational  purposes  is  conditional 

.    upensuch  an  oqiiBiiaation  filing  affidavit  skMring  character  and  purpose  of  organiza- 
tion, source  of  income  and  disposition  of  same,  whether  or  not  any  ol  its  income  is 
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Incozae  tax— Exemptions — Continued, 
credited  to  surplua  or  inures  to  benefit  of  -any  prii'ate  stockholder  or  individual^  to 
which  affidavii  should  be  attached  copy  of  charter  or  articles  of  incorporation  and 
by-laws;  where  collector  is  in  doubt  as  to  taxable  status  of  organiftation,  upon  rc^ 
ceipt  of  affidavit,  etc.,  he  will  refer  affidavit  and  accompanying  papers  to  Commis- 
sioner of  Internal  Revenue  for  dedsion;  if  it  is  held  that  corporation  itself  is  etempt 
from  income  and  excess-profits  taxes  it  is  not,  however,  exempt  from  the  the  with- 
holding requirements  norfrom  furnishing  information  in  accordance  with  provisions 
of  act  of  October  3,  1917.    (T.  D.  2693;  Apr.  8,  1918.) 

Net  income. 

Donations  made  for  purposes  connected  with  operation  of  property  when  limited 
to  charitable  institutions^  hospitals,  or  educational  institutions,  conducted  for 
benefit  of  employees  or  their  dependents,  may  be  deducted  as  ordinary  and  necessary 
expense;  such  deduction  should,  however,  be  reduced  by  any  amount  repaid  to 
corporation  by  the  employees.    (T.  D.  2690;  art.  134.) 

Salaries  under  Smith-Lever  Act. 

Where  employees  of  universities  receiving  salaries  paid  in  part  or  in  whole  from 
funds  received  under  the  Smith-Lever  Act  of  Ma^  8,  1914,  are  officers  or  employees 
of  a  State,  they  are  not  required  to  include  in  their  income  tax  returns  as  taxable  in- 
come the  salaries  so  received;  if  organization  of  college  is  one  which  belongs  to 
State  and  which  State  governs,  legislature  may  vacate  offices,  elect  new  professors, 
and  do  whatever  it  thinks  necessary  in  management  of  the  college,  but  if  colleges 
are  governed  by  trustees  not  directly  responsible  to  State  legislatures,  employees 
receiving  salaries  paid  in  part  from  Smith-Lever  funds  are  not  employees  of  the 
State,  and  are  not  exempt  from  tax  on  that  ground.    (T.  D.  2668;  Mar.  9.  1918.) 

EDTTCATIOKAL  PTTRPOSES. 

Movingr-pictore  films— Excise  taxes. 

There  is  no  exemption  from  tax  imposed  by  section  600  of  the  act  of  October  3, 
1917,  in  the  case  of  films  used  exclusively  for  educational,  charitable,  or  religious 
purposes.    (T.  D.  2719;  Art.  XII.) 

ELECTIONS. 

Canxpaign  contributions — Income  tax. 

Contributions  by  corporations  for  campaign  expenses  are  not  an  ordinary  and 
necessary  expense  in  the  operation  and  maintenance  of  the  business,  and  are  there- 
fore not  deductible.    (T.  D.  2690;  art.  143.) 

EMBEZZLEMENT. 

Income  taxes — Deduction  of  losses. 

Losses  of  insurance  companies  other  than  mutuals,  but  including  mutual  life  and 
mutual  marine,  for  agency  balances  or  other  amounts  charged  off  as  worthless,  and 
losses  by  defalcation,  premium  notes  voided  by  lapse,  provided  such  notes  have  at 
some  time  been  included  in  gross  income  for  income  tax  purposes,  may  be  deducted. 
(T.  D.  2690;  art.  240.) 

EMPLOYEES. 

Admissions. 

Bona  fide  cmployeco  when  admitted  free  are  not  taxable  under  section  700  of  act 
of  October  3,  1917;  employees  include  persons  necessary  to  the  production  of  the 
performance  or  entertainment  who  are  not  admitted  as  spectators  and  who  do  not 
occupy  seats  or  space  intended  for  the  use  of  spectators,  except  where  such  occu- 
pancy is  necessary  to  the  performance  of  duties  of  such  persons;  baseball  reporters 
and  tele^^phers  are  exempt,  as  are  employees  of  management  or  of  concessionaires 
selling  refreshments  to  patrons,  and  newsboys  selling  newspapers;  persons  recover- 
ing or  aiding  in  custody  of  property  necessary  to  performance  may  oe  admitted  tax 
free,  but  newspapers  critics  and  reporters  occupying  space  in  audience  must  pay 
tax;  doctors  and  attorneys  for  theaters  are  exempt  when  entering  theater  in  courw 
of  employment.    (T.  D.  2681;  Mar.  26,  1918.) 
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Contracts  for  sdrTices — Stamp  tax. 

OoQtracta  for  performance  of  services  are  not  subject  to  stamp  lax.  (T.  D.  2599; 
Dec.  3,  1917.) 

Fidelity  iiiBTiTaiiee. 

See  "Insurance.* ' 

OovdrnTiieatal— Sxemption  of  charges  for  services  f araialxed  by  carriers. 
8ee  "Transportation  Tax.' ' 

Income  tax — Accident  compensation. 

Payments  made  to  injured  employee  by  corporation  under  the  accident  com- 
pensation laws  of  the  several  States  constitute  taxable  income  of  the  employee, 
fr.  D.  2570;  Nov.  6,  1917.) 

Amount  received  by  individual  as  result  of  suit  or  compromise  for  personal 
injuries  sustained  by  him  through  accident  is  not  income  taxable  under  Title  I 
of  act  September  8.  1916,  as  amended  by  Title  XII  of  act  October  3,  1917,  and  of 
Title  I  of  act  October  3,  1917.    (T.  D.  2747;  July  12,  1918.) 

Proceeds  of  accident  insurance  policy  received  by  individual  on  account  of 
personal  injuries  s'lstained  through  accident  are  not  income  taxable  under  Title  I 
of  act  September  8,  1916,  as  amended  by  Title  XII  of  act  October  3,  1917,  and  of 
Title  I  of  act  October  3,  1917.    (T.  D.  2747;  July  12,  1918.) 

Compensation  for  services. 

Compensation  for  service  paid  for  on  percentage  of  net  profits  is  income  to  em- 
ployee and  must  be  accounted  for  as  sucn;  where  service  is  rendered  for  stipulated 
price,  wage,  or  salary,  aod  paid  with  something  other  than  money ,  stipulated  value 
of  service  in  terms  of  money  is  value  at  which  thing  taken  in  payment  is  to  be  con- 
sidered for  purpose  of  tax;  m  absence  of  stipulation  as  to  value  of  service,  payment 
being  made  with  something  other  than  money,  market  or  reasonable  value  of  thing 
taken  in  payment  is  amount  to  be  included  as  income.    (T.  D.  2690;  art.  4.) 

In  case  of  compensation  for  service,  where  no  determination  of  compensation  is 
had  until  completion  of  service,  amount  received  is  income  to  be  accounted  for 
as  for  calendar  year  of  receipt;  where  service  and  ])ayment  period  is  divided  by 
end  of  taxable  year,  compensation  for  period  so  divided  will  be  accounted  for  as 
income  for  year  in  which  payment  is  actually  received;  where  compensation  is  by 
fee,  oris  of  such  nature  that  no  part  of  fee  or  compensation  becomes  due  until  com- 
pletion of  service,  entire  amount  received  should  be  accounted  for  as  for  year  of 
receipt;  persons  having  salary  by  the  year  and  in  addition  commissions  on  sales, 
salary  to  be  paid  at  time  commissions  are  determined,  and  determination  thereof 
is  in  succeedmg  calendar  year,  entire  amount  should  oe  accounted  for  as  income 
of  calendar  year  of  receipt.    (T.  D.  2690;  art.  4.) 

Deductions. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engao;ed  in 
business,  in  paying  all  or  portions  of  regular  compensation  of  officers  or  employees, 
who  have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  military  forces 
of  the  United  States,  or  have  undertaken  services  for  the  Government  at  reduced 
or  nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1,  1918.) 

Amounts  paid  from  salary  received  from  all  services  rendered  are  deductible  as 
busineae  expense  when  expenditures  are  occasioned  by  the  service  in  respect  of 
which  salary  is  paid.    (T.  D.  2690;  art.  8.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in  good 
faith  and  as  additonal  compensation  for  services  actually  rendered;  if,  when  addod 
to  salaries,  tbey  do  not  exceed  reasonable  compensation  for  services,  they  will  bo 
regarded  as  part  of  the  wage  or  hire,  and  therefore  an  ordinary  and  noccssar>'  ex- 
pense of  operation  and  maintenance,  and  as  such,  will  be  deductible.  (T.  D.  '2690; 
art.  8.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships,  to  nonresident  alien  employees  for  services  rendered  entirely  in  a 
foreign  country,  and  for  property  loi-ated  in  a  foreign  country,  are  not  subjoct  to 
deduction  and  withholding  of  the  normal  tax,  and  such  payments  of  inconiu  v/ill 
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Income  tax— Continued. 

D^edttctions — Continued. 

not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art.  32.) 

Donations  made  for  purposes  connected  with  operation  of  property^  Tduui  limited 
to  charitable  institutions,  hospitals,  or  educational  instittttums^  cosclucted  for 
benefit  of  employees  or  their  dependents,  may  be  deducted  as  ordinary  and  nec- 
essary expense;  suck  deduction  should,  however,  b«  reduced  by  any  ajfiouat 
repaid  to  corporation  by  the  employees.    (T.  D.  2690^  ait.  134.) 

Donations  made  to  employees  and  others,  and  which  do  not  have  in  them  the 
element  of  compensation,  are  considered  gratuities  and  are  not  allowable dediictione 
from  gross  incozne  m  expensee  of  <^ratioa  or  maintenance  or  under  any  other  item . 
(T.  D.  2690;  art.  135.) 

Amounts  paid  for  pensions  to  retired  employees  or  to  their  fanialies  or  other  de- 
pendent on  theoi,  or  on  account  of  iniuriee  received  by  em|3^yee»^  or  lump-sum 
amouats  paid  aa  compensation  lor  isjmies,  ace  proper  deduetioaa  a9  efdinary  aaid 
necessary  expenees;  such  deduction  abaU  be  linuted  to  amount  net  compenfiatod 
for  by  insurance  or  otherwise;  no  deduction  shall  be  made  for  coiatributioBs.  to 
peooiea  iwad  resources  ol  which  are  h^ld  by  corporation,  amount  deductible  in 
such  ewe  beKPg  amount  actually  paid  to  employee.    (T.  D.  2690;  art.  136.) 

When  amouat  ol  salary  of  officmr  or  eaipioyee  is  paid  for  limited  i>e»odi  after  his 
death  to  his  ^ndow  or  heirs  in  recoenitioa  of  services  rendered  by  individual,  no 
service  being  rendered  by  widow  or  neirs,  such  payment  is  not  ordinary  and  neces- 
sary expense  of  transacting  business  and  may  not  be  deducted.  (T.  1>.  2690;  art. 
137.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in 
good  faith  and  as  additional  compensation  for  services  actually  rendefed  by  em- 
ployees; if  J  when  added  to  stipulated  salaries,  they  do  not  exceed  a  reasonable 
compensation  for  services  rendered,  they  will  be  regarded  as  a  part  of  the  wage  or 
hire  ol  the  employee  and  are  deductible  a^  an  ordinary  and  necessary  expense  of 
operation  and  maintenance.    (T.  D.  2600;  art.  138.) 

Where  salaries  of  officers  or  employees  who  are  stockholders  ar  kmad  to  bo  out  of 
proportion  to  volume  of  business  transacted  or  excessive  when  compared  mth 
salaries  of  like  officers  or  employees  of  other  corporations  doing  simitar  kind  or 
volume  of  business,  amount  so  piad  in  excess  of  reasonable  comp^Mmtioa  lor  serv- 
ices will  not  be  deductible,  but  will  be  treated  as  distributioob  ol  x»rofita.  (T.  D. 
2690;  art.  188.) 

Special  payments  made  to  officers  or  employees  who  are  stockholders,  in  guise 
of  additional  salaries  or  compensation,  amount  of  which  is  based  upon  or  bears 
close  relationship  to  stockholcfings  of  such  officers  or  employees,  or  capital  invested 
by  them  in  business  of  company,  will  be  regarded  as  special  distribution  of  profits 
or  compensation  for  capital  invested,  and  not  pa3rment  for  services  rwadered;  pay- 
ments under  such  latter  conditions,  being  in  nature  of  dividendis,  will  not  be  de- 
ductible.   (T.  D.  2690;  art.  138.) 

Compensation  paid  emplovee  in  capital  stock  of  corporation  may  be  deducted  as 
expense  if  so  cjiarged  on  books  at  actual  value  of  such  stoc k.    (T,  f) .  2690;  art.  240. ) 

Premiums  paid  on  life  insurance  policies  covering  lives  of  officers »  employees, 
or  those  financially  interested  in  any  trade  or  business,  condiictcd  by  an  individual, 
partnership,  corporation,  ioint-stock  company  or  association,  or  insurance  com- 
pany, shall  not  be  deducted  in  computing  net  income  of  insuranxie  cpmpanieA  oUier 
than  mutuals^  but  including  mutual  life  and  mutual  marine.  (T.  D,  2690;  art. 
240.) 

Information  at  source. 

Bills  paid  to  employees  for  board  atod  lodging  while  traveling  under  orders  or 
when  employee  is  employed  on  a  salary  basis  do  not  require  reports  ol  information. 
(T.  D.  2670;  Mar.  11,  1918.) 

Payments  made  hy  branches  of  bnainess  houses  located  in  foreign  eotintries  to 
alien  employees  serving  in  fore^  countries  need  not  be  reported.  (T.  D.  2670; 
Mar.  11,  1918.) 

Payments  made  to  employeee  in  factories  where  the  brass  check  or  number  system 
was  in  use  in  1917  and  a  record  of  sufficient  detail  does  net  exist  and  can  not  be 
obtained  because  employees  are  not  longer  in  the  employ  <d  the  company  do  not 
require  reports  of  information:  in  all  such  caMS  an  accounting  system  must  bo 
installed  that  will  enable  such  employers  to  keep  an  accurate  dieck  so  that  fall 
information  can  be  given  in  the  future.    (T.  D.  2670;  Mar.  11,  1918.) 
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Information  at  source— Continued. 

Retoms  of  infonnation  will  not  be  required  fpeoi^  diabiitaiog  oAoefB.  of  panrment 
made  to  civilian  employees  of  the  United  States  Government.    (T.  D^  2670;  Amut.  11, 

i9iao 

H^B  o£  hfttuch  oS^eA  aad  subconiraictors  emplo)dng  \9h0v.  aed.kae^g  tjie  only 
compete  i^coid}  iA  myasKHits  ahauM  file  retvfaa  o£  iQfionnali0u  dicect  with  Com- 
miaaiCMBer  of-  Ia;terfii^  Bievemie>  Sorting  Divisiqn,  Waahiogton,  D.  C;  whea  record 
18  kept  ol  paymfifitaat  botJ^i;  Jsuun  office  and  bmnek  oi&ce  return  should  be  fUed  by 
fionneE;  w£ea  xia  addross  iftayailahle,  la^-koowu^  poat-office  addr<28a  must  be  g^van, 
aft  well  as  atceet  aod  numbec  vitLeB.  poasibJa;  iniormalAen  as  to  uybetlier  employee 
is  siagje^head  olariamily,  or  married  ahaidd  be  g^venr\fthau  pioaalble.  (T.  D.  2()70; 
.     Mar.  11. 1918.) 

When  living  quarters,  suieh.  m  csmpsv.  are  furnished  for  the  convenience  of  the 
3mployer  only,  the  cost  need  not  be  added  to  the  compensation  of  the  employee; 
-  'living  quarters''  referred  to  in  paragraph.  ^9^Beg^J&tidn0  No.  3^,  revised,  are  quar- 
ters furnished  for  the  benefit  and  convenience  of  employesa  only.  (T.  D.  2670: 
tfar.  11, 1918.) 

In  case  of  employer  having  lai^ge  number  of  employees  who  are  meved  Iroa 
place,  to.  place  and  who  consequently  has  no^  complete  record  oi  annual  payments 
to  them,  at  any  oac  place,  salary  of  two  reproaeatativo  months  may  be  taken,  to 
ostaJiliiahi  a  iair  monthly  wagc>  and  unless  yearly  payment  based  oa  this  cetimate 
in  the  cast  ot  aa  employee  amuounte  to.  $800  or  more  no  retuxn  of  payments  to  such 
employee  jb  reqiiirea  for  1917.    (T.  D.  2670;  Mar.  H,.  1918.) 

SaJaiy,  wa^^o,.  aadt  ethes  oompeiisft^iioa  for  sendees  rendered  in  Deeemiber,  19)7, 
but  paid  in  191S,  need  ]iu:)t.be>repeorted,  unless^the  ajzu>iuxt  wae  ftdly  dii«eaxid  paaaed 
te  the-  credit  oi  the  iadiTddual  in  Deecmi)eD,  1917.    (T.  D.  2070;  M&i,  Uy  191i^0 

lEamry.  pesamt^  coFporatiooY  ote. ,  payis^  cdfiftpe&ffiMsioo,  wag^a^  etc. ,  o£  $800  or  aaere 
in  any  taoLaide  year,  oc,  in  case  oT  auclt  pagonent  made  by  the  United  States,  the 
officers  or  employees  of  the  United  States  having  information  as  to  such  payments, 
authorized  and  required  to  render  true  aad  accurate  return,  setting  forth  tne  amount 
of  such  compensation,  wages,  etc.,  and  the  name  and  addreea  of  the  recipients 
thereof,    (T.  D.  2690;  art.  34.) 

Where  a  person  receives  a  cash  compensation  for  services  rendered  a»d  in  addition 
thsneta  Ihang-  qtiafftansv.  ^^  value  to  msdn  person  o£  the  qouEtere  fmsdahied  con- 
8tiiiiteaiiM«ite)8nb)ec1ito  tax^.  and  return  under  section  28'  is  sequjaedineach  cose 
where  cash  compensation  receijinodtrfus  the.  value  of  living  quaz;tei»ih»nished  equals 
or  exceeds  $800  for  a  tax  year.     (T.  D.  2690;  art.  34.) 

ICutual  protective  asoociations. 

Aasociatioxw  composed  of  employed  or  others  who  band  themsclves-together  for 
mmtual  protection  iii  issuing  life  and  casualty  insurance  are  subject  to  tax  under 
paragrapti  (c)  of  section  504.  of  act  of  October  3,.  1917,  unless  exempted  under  para- 
gjapSTcd)  of  such  sectjou.    (T.  I>.  2588;  Nov.  21,.  19X7.) 

Treasury  Department. 

Collection  of  money  from  officers  and  employees  e£  Tjoeaaury  Department  in  field 
service  f  01  giving,  of  personal  gifts  to  officers  and  employees  helding  office,  or  to  in- 
coming or  retiring:  officials,  prokibi  t^ ;  decision  as  to  whether  subscription  lists  may 
be  circulated  for  worthy  natioeal  institutions  readeiiiig  service  to  military  and 
navaf  forces  of  Government,  such  aa  Red'  Croaa^  reata  with  nead  of  each. office  in  field 
service.    (T.  D.  2862;  June  12,  1919.). 

Wines  fomsdled  ranelfc  handle. 

Wines  furnished  ranch  hands  or  boarders  are  not  exemp*  from  tax  under  section 
-102(b)  of  act  September  8, 1916,  as  being  for  family  use.    (T.  D.  270^;  Oct.  21, 19184 

Theie  aliould  be  repestod  a8;paya»nts  en  policiee  by  iasaiaace  oosipKBieat  other 
than  mutuals,  but  inducfibg  naitual  lUetSod  mntiud  mamtte,  aili  deatlv  disaiiilitjr, 
or  other  policy  claims,  (other  than  dividends)  paid  wiUttn  yeaf,  including  fire,,  acci- 
dent and  liahdity  losses,  matojed  endowments  and  annuities,  payments  on  install- 
ment policies,  surrender  values,  and  all  daims  actually  paid  under  the  tcrmft  of 
policy  contracts.    (T.  D.  2690;  art.  240.) 
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ENBlEiBS  OF  TTKITBD  BTATBS. 

See  "Alien  Property  Custodian." 
Income-tax  returns. 

Extension  of  time  granted  for  siich  period  as  may  be  necessary,  not  exceeding 
90  days  after  proclamation  by  President  of  end  of  war  with  Germany,  for  filing 
returns  of  income  for  1917  and  subsequent  years,  under  sections  6  (c),  8  (b)  (c),  and 
13  (b)  (c)  of  act  of  September  8,  1916,  as  amended,  and  under  war  income-tax  act 
of  October  3,  1917,  by  or  for  enemies  or  allies  of  enemies,  as  defined  by  section  2  of 
the  trading- with-the-enemy  act  of  October  6, 1917,  not  holding  license  ^nted  Under 
such  act;  return  of  information  required;  duties  of  persons  controlling  money  or 
property  for  any  such  enemy  or  ally  of  enemy.    (T.  D.  2073;  Mar.  18, 1918.)  > 

^ENTERTAINMENTS. 

See  ** Admissions";  "Occupational  Taxes.** 

ENTIRETIES. 

Estate  tax. 

If  property  conveyed  to  husband  and  wife  is  taken  by  each  in  entirety  and  in 
such  manner  that  each  was  owner  of  all,  and  upon  death  of  either  no  new  interest 
or  title  vested  in  survivor,  one-half  of  property  tiius  jointly  owned  should  be  returned 
as  portion  of  gross  estate  of  decedent  husband  or  wife  as  case  might  bej  wherever 
puolic  records  show  property  in  name  of  decedent,  presumption  is  that  it  was  sole 
property  of  decedent,  and  burden  of  showing  that  surviving  spouse  owned  any 
interest  therein  is  upon  such  spouse.    (T.  D.  2450;  Feb.  14,  1917.) 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  bv  fiauciaries  holding  property  of  any  kind,  jointly  or  in 
entirety,  for  decedent  and  another  or  others.    (T.  D.  2464;  Feb.  28,  1917.) 

ESSENCES. 

Soe**Extract8." 

Excise  taxes. 

Ooncentrated  essences  sold  to  druggists  and  manufacturers  for  making  toilet 
articles,  but  not  for  use  as  such,  are  not  subiect  to  tax  imposed  by  section  600  (g) 
of  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XVIII.) 

ESTATES. 
Income  taxes— Claim. 

Claim  for  refund  of  assessed  tax  and  penalties  should  be  made  in  name  of  party 
assessed,  if  living^  but  if  dead,  claim  should  be  made  in  name  of  executor  or  aomin- 
istrator,  and  certified  copies  of  letters  of  administration  or  letters  testamentary  or 
other  similar  evidence  should  be  affixed  to  claim  to  show  that  claimant  is  adminis- 
trator, etc.    (T.  D.  2690;  arts.  265,  266.) 

• Collection  and  payment. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  than  June  15;  as  to  tax  unpaid  on  June  15  and  for 
10  days  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amount  of  tax  unpaid 
and  interest  at  rate  of  1  per  cent  per  month  upon  such  tax  from  time  same  became 
due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collectors  should 
issue  Form  17  for  purpose  of  fixing  definitely  date  when  penalty  accrues  and  interest 
begins  to  run,  and  copy  of  notice  should  be  filed.    (T.  D.  2690;  arts.  39,  41.) 

ExemptionB. 

Where  husband  or  wife  having  taxable  income  dies  within  calendar  year,  and 
full  exemption  for  year  is  used  by  personal  representative  in  making  return,  if  sur- 
vivor is  also  required  to  make  return  at  close  of  year  for  income  received  within  that 
year,  the  full  personal  exemption,  according  to  marital  status  of  survivor  at  close  of 
year,  may  be  claimed  in  return  of  income.    (T.  D.  2690;  art.  14.) 

Where  person  having  taxable  income  dies  within  calendar  year,  his  personal 
representatives  in  making  return  for  him  may  claim  full  exemption  granted  by 
statutes  for  calendar  year.    (T.  D.  2690;  art.  14.) 
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In«ome  tasesr— Contimi^d. 
Gross  income. 

AdministratonB  or  executors  may,  upon  final  accounting,  file  return  for  income 
of  estate  for  calendar  year  in  which  administration  was  closed,  attachinj^  thereto 
ropy  of  certificate,  under  seal,  setting  forth  fact  of  final  accounting  and  mschai^e; 
liaoility  for  return  is  fixed  as  of  December  31,  and  return  will  ho  required  in  ac- 
cordance with  provisions  of  law  existing  on  that  date.    (T.  D.  2690;  art.  26.) 

Administrators  or  executors  should  pay  tax  found  by  return  for  calendar  year  in 
which  administration  was  closed  to  be  due  immediately  upon  receipt  of  notice 
and  demand  for  payment  of  such  tax.    (T.  D.  2690;  art.  26.) 

Where,  during  period  of  administration,  executor  converts  estate  into  money  to 
settle  estate  and  close  administration,  realizing  a  prafit  which  with  other  income 
exceeds  $1,000,  return  should  be  made  covering  period  of  administration,  in  which 
should  be  included  all  gains,  profits,  and  income  during  such  period.  (T.  D.  2690; 
art.  29.) 

Liability  for  tax  due  from  deceased  person,  or  from  his  estate,  attaches  to  estate 
itself,  and  when  by  reason  of  distribution  ojf  estate  and  dischai^e  of  executor  or 
administrator  it  shall  appear  that  collection  of  tax  can  not  be  made  from  exec-utor 
or  administrator,  collector  will  make  demand  on  distributees  for  their  proportionate 
share  of  tax  due  and  unpaid.    (T.  D.  2690;  art.  29.) 

Where  income  under  the  provisions  of  section  2  (b)  of  the  act  of  September  8, 
1916,  is  accounted  for  in  return  by  the  executor,  administrator,  or  trustee,  and  the 
tax  shall  have  been  assessed  and  paid,  income  is  thereby  freed  of  all  ta:^  liability; 
return  on  Form  1040  or  1040A,  subject  to  all  deductions  and  exemj^tipns,  shall  be 
made  by  executor  or  administrator  for  estate  during  period  of  administration,  and 
entire  tax  paid  thereon.    (T.  D.  2690;  art.  29.) 

Liability  for  payment  of  income  tax  attaches  to  the  person  of  an  executor  or  ad- 
ministrator up  to  and  including  date  of  discharge,  regardless  of  fact  that  time  in 
which  claim  is  made  and  filed  against  estate  has  expired,  or  where,  prior  to  distri- 
bution and  discharge,  executor  or  administrator  had  notice  of  obligations  to  Federal 
Government,  or  where  he  failed  to  exercise  due  diligence  in  determining  whether 
er  not  such  obligations  existed.    (T.  D.  2690;  art.  29.) 

Proceeds  of  life  insurance  policies  payable  to  estate  of  decedent,  when  received 
by  executor  or  administrator  are,  in  amount  by  which  they  exceed  the  premium 
or  premiums  paid  by  decedent,  income  of  the  estate  to  be  accounted  for  under  sec- 
tion 2  (b)  of  Uie  act  of  September  8,  1916;  return  should  be  made  on  Form  1040  or 
1040A.    (T.  D.  2690;  art.  29.) 

Net  income. 

Appraised  value  at  time  of  death  of  testator  is  basis  for  determining  gain  or  profit 
upon  sale  subsequent  to  death  after  March  1, 1913.    (T.  D.  2690;  art.  4.) 

Expenses  of  administration  of  estate,  such  as  court  costs,  attorneys'  fees,  execu- 
tor's commissions,  etc.,  are  chargeable  against  corpus  of  estate  and  are  not  allowable 
deductions.    (T.  D.  2690;  art.  8.) 

Bate. 

Income  of  estates,  in  process  of  administration,  or  in  trust  for  accumulation  of 
income,  is  taxed  as  for  an  unmarried  person.    (T.  D.  2690;  art.  3.) 

Returns. 

Where  net  income  of  decedent  from  January  1  to  date  of  death  within  year  was 
$1,000  or  over,  if  unmarried,  or  $2,000  or  over,  if  married,  return  miist  be  made  bv 
executor  or  administrator,  who  may  claim  all  deductions  and  exemptions  to  which 
decedent  would  have  been  entitled;  executors  and  administrators  whose  duty  con- 
sists of  administering  on  estate  for  purposes  of  its  distribution  stand,  during  period 
of  administration,  in  stead  of  their  principal  and  must  make  returns  of  income  for 
estate  and  pay  tax  due.    (T.  D.  2690;  art.  4.) 

Ancillary  administrator  is  merely  an  agent  of  the  domiciliary  administrator  and 
should  transmit  to  him  all  information  as  to  income  of  estate  received  b>r  ancillary 
administrator,  so  that  original  administrator  may  make  return  covering  entire 
income  of  esUte.    (T.  D.  2690;  art.  26.) 

Returns  of  individuals  can  not  be  accepted  prior  to  close  of  calendar  year;  excep- 
tion in  cases  of  closed  administration  is  matter  of  convenience  to  those  concerned 
and  is  granted  because  period  to  be  covered  by  return  has  completely  elapsed. 
(T.  D.  2690;  art.  26.) 
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Income  taxes — Continued. 

— -  KetunuH-Oontinued. 

Inspectloa. 

An  executor  acts  for  his  puncipal  and  not  for  the  beneficiaries  of  the  estate  of  his 
principal,  and  beneficiaries  are  not  entitled,  as  such,  to  inspect  zetums  filed  by 
such  executor.    (T.  D.  2680;  art.  26.) 

Return  of  individual  is  open  to  inspection  by  administrator,  executor,  or  trustee 
of  taxpayer's  estate,  or  by  duly  constituted  att<»ney  in  fact  of  such  administrator, 
executor,  or  trustee,  wh^  maker  of  return  has  died;  and,  in  discretion  of  Com- 
missioner, by  one  of  the  heirs  at  lav  or  next  of  kin  of  deceased  person  upon  showuig 
that  he  lias  a  materisi  interest  which  will  be  aftected  by  information  contained  in 
Uie  return.    (T.  D.  2961;  Jan.  7, 1920.) 

.  Copy  of  income  return  may  be  fumislied  by  the  Commissioner  to  person  who 
makes  the  return  or  to  his  duly  constituted  attorney,  or  if  p^trson  is  deceaaed,  to 
his  executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bank- 
ruptcy, yiardian,  or  similar  legal  custooiau,  to  the  receiYer  or  other  custodian 
upon  wntten  application  for  same,  accompanied  by  satisfactory  evidence  that 
applicant  comes  within  this  provision;  "person  who  made  the  return,"  as  herein 
iised,  refers  in  case  of  an  inoiyidual  rctiun  to  the  individual  whose  return  is  de- 
sired, and  in  case  of  return  of  corporation,  etc.,  or  fiduciary,  to  the  corpw^on,  etc., 
or  fiduciary,  a  copy  of  whose  return  is  desired;  corporation  may  also  designate 
officer  or  individual  to  whom  copy  made  by  corporation  may  be  furnished,  and 
upon  sufficient  evidence  of  such  action  and  of  identity  of  officer  or  individual, 
copy  may  be  fimiishcd  to  such  person;  copy  of  partnership  return  will  be  furnished 
to  partners  only  in  case  all  the  partners  join  in  the  request  therefor,  and  if  partner- 
ship has  been  dissolved  the  members  surviving  may  be  furnished  a  copy  ii  all  the 
members  surviving  join  in  the  request.    (T.  D.  296!?;  Jan.  7,  1920.) 

Znliexitancey  eto.^  taxes. 
Sea  '^Inheritance  Taxes." 

ESTATE  TAX. 

Act  pttbHahed. 

Sections  200  to  212  of  act  of  September  8,  1916,  relating  to  tax  on  estates,  pub- 
lished for  information  of  internal  revenue  officers  and  otners  concerned.  (T.  D. 
2361;  Sept.  11,  1916.) 

Adxauiiatcator  or  Qzeoutor,  absenoe  of. 

Where  the  circumstances  are  such  that  Government  can  not  proceed  against 
administrator  or  executor  for  satisfaction  of  requirements  of  act  of  September  8, 
1916,  there  shall  be  no  failure,  because  of  inability  to  hold  others  in  possession 
reaponedble,  to  collect  whole  tax  due;  if,  after  expiration  of  year  from  decedent's 
death ,  it  has  not  been  ascertained  that  administrator  or  executor  has  been  apx>ointed , 
collector  will  proceed  to  secure  return  and  tax  payment  from  beneficiary  or  bene- 
ficiaries, in  accordance  with  Articles  XVI  and  XTVII  of  Regulations  No.  37.  (T.  D. 
^454;  Feb.  28,  1917.) 

Banks — Release  of  property. 

Banking  institutions  holding  money  of  nonresident  decedents  on  deposit  or  for 
any  BpcciHc  purpose,  so  long  as  title  rests  in  nonresident  decedent,  his  estate,  or  his 
heirs,  may  not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary 
such  money  until  either  tax  due  has  been  paid  or  ancillary  letters  have  been  taken 
out  or  otherwise  pro\dsion  has  been  made  by  estate  for  satisfaction  of  tax  lien. 
(T.  D.  24M;  Feb.  28, 1917.) 

BroShers— JEtelecwe  of  prc^arty. 

Brokers  holding  as  collateral  securities  belonging  to  nonresident  decedent  may 
not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary  such  securities 
until  either  tax  due  has  been  paid  or  ancillary  letters  have  been  taken  out  or  other- 
wise provision  has  been  made  by  estate  for  satisfactiMi  of  tax  lien.  (T.  D.  2454; 
Feb.  28,  1917.) 

Carriers— Release  of  property. 

Ruling  that  local  agent,  representative,  etc.,  may  not  release  to  foieign  adminis- 
trator or  executor  or  foreign  ooneficiary  any  j^K^eity  within  this  country  at  time 
of  decedent's  death  until  cither  tax  due  has  been  paid  or  ancillary  letters  liave 
been  taken  out  or  otherwise  provision  has  been  made  for  satisfaction  of  tax  lien 
does  not  apply  to  carriers  of  property  of  nonresident  decedent  while  such  property 
is  in  their  charge  for  purpose  of  transit.    (T.  D.  2454;  Feb.  28,  1917.) 
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Collection. 

RegulatioBB  No.  1  made  to  Apply  to  xoaUiods  iA  aaseafiinaat  ^ad  collectioii  of  tax 
imposed  by  act  of  September  8,  lOKi,  £or  time  being  -and  uotal  expcrieiioe  snall 
have  demoQBtrated  wnaUier  Bpecific  rules  for  aaBeasment  aud  odlcction  of  tax  arc 
required.    (T.  D.  2378;  Art.  XXIX.) 

Under  the  act  of  Septemi>er  8,  1916,  wiiieiB  delay  in  x>Aiymeat  of  tax  exceeds 
GO  days  beyond  due  date,  if  ooUACstcr  has  reaKm  to  bedieve  payment  is  being  arbi- 
trarily \vithheld,  or  the  Government  is  in  danger  of  leas  thereby,  be  shall  report 
facts  to  Commissioner,  and  DPith  approval  of  latter,  he  ahall  then  proceed  in  accord- 
ance >nrith  section  208  to  report  facts  to  United  Stales  attorney,  in  order  that  action 
may  be  bnxaght  to  subject  property  of  decedent  to  be  sold  under  judgment  of  Uoiited 
States  court.    (T.  D.  2378;  Art.  XXIII.) 

Cozninuiiity  property. 

If  property  conveyed  to  busband  and  wife  is  taken  by  each  in  entirety  and  in 
such  maxuxer  that  eich  was  owner  of  all,  and  upon  death  of  either  no  new  interost 
or  title  vested  in  aiirvivor,  one-half  of  property  thus  jointly  owned  should  be  re- 
turned as  portion  of  gross  estate  of  decedent  husband  or  wife,  as  case  may  be; 
wherever  public  records  show  propertv  in  name  of  decedent,  presuxnption  is  that 
it  was  sole  property  of  decedent,  and  burden  of  showing  tnat  surviving  spouse 
owned  any  interest  dierein  is  upon  such  apeusc.    (T.  D.  2450;  Feb.  14, 1917.) 

Thirty-day  notice  (Form  705)  must  be  filed  within  30  dajrs  after  death  of  decedent 
whose  estate  is  taxable,  by  surviving  husband  or  wife,  as  case  may  be,  for  one-half 
the  value,  at  decedent^s  death,  of  community  property.  (T.  I>.  2454;  Feb.  28, 
m7.) 

HigbeBt  selling  price  ef  fl"bof*s  and  bonde  on  day  of  death  fixed  as  -vadue  to  bo 
Tetumed,  or,  if  no  sale,  then  highest  bid  prine;  if  stocks  or  bonds  afe  not  Hated  on 
the  market  <tie  executor  may  set  up  value  that  he  deems  true  value  as  of  day  of 
decedent*s  death;  if  bulk  of  estate  *«  •oonimnnity  property  its  value  sheitid  mot  foe 
shown  under  item  4  of  Form  706,  but  decedent's  legal  share  shotild  be  returned 
under  the  several  items.    (T.  D.  2513;  July  16,  1917.) 

Conatitutionality  of  Act. 

Title  II,  act  of  September  8.  1916.  is  constitutional.  (T.  D.  2976;  Fd).  11,  1920. 
Ot.  Dec.) 

There  is  no  distinction  between  the  power  of  Congress  to  tax  the  right  to  transfer 
pr(^>erty  at  death  and  the  power  to  tax  the  rirfit  to  receive  property  from  a  dectedent, 
^v1llch  x)ower  was  upheld  m  Knowlton  v.  Moore,  178  U.  S.  41.  (T.  D.  2970;  Feb. 
11,  1920.     Ct.  Dec.) 

OocpoxwtioiiB — Dutiee  of  transfer  agents ,  etc. 

Transfer  agents  of  corporate  stock  or  bonds,  recei-ving  into  po8S388ton  for  transfer 
purposes  such  personalty  of  nonresident  decedent,  may  not  releasa  to  foreign 
administrator  or  exeaitor  or  foreign  beneficiary  any  property  within  this  country 
at  time  of  decedent's  death  until  after  tax  due  has  been  paid  or  ancillary  letters 
have  been  taken  out  or  otherwise  provision  has  been  made  by  estate  for  eatisfaction 
of  tax  lien.     (T.  D.  2454;  Feb.  28,  1917.) 

Where  transfer  of  stock  or  bonds  or  payment  of  di-vidends  or  interest  theretnfnro 
legti  property  of  decedent,  whether  resident  or  nonresident,  is  made  to  or  i:po'i 
Older  of  an  executor  or  administrator,  acting  under  letters  granted  in  the  Unit<"l 
States,  Hawaii,  or  Alaska,  the  corporate  agent  or  cffioer  will  not  be  required  to  filo 
the  80-d»y  notice,  make  return,  or  pay  tax.     (T.  I).  2490;  May  14,  1917.) 

The  30-day  notice  must  be  filed  when  the  corporation,  its  transfer  agent,  regiR'.or, 
or  paying  agent  is  called  upon  to  make  tranai'er  of  stock  or  bonds,  or  to  pay  interest 
or  dividends  to  any  person  succeeding  in  rviiht  thereto  a  stockliolder  or  bondhol.l'T 
who,  since  September  8, 1916,  has  died  dcminlcd  outside  the  United  States,  Hawiiii, 
or  Alaska,  umess  such  successor  in  intercs:  is  an  executor  or  administrator  of  ~li(» 
nonresident  decedent,  acting  under  letters  granted  within  the  United  Stales. 
Hawaii,  or  Alaska.    (T.  D.  2490;  May  14,  1917.) 

The  30-day  notice  will  show  the  name  and  address  at  time  of  death  of  the  non- 
resident decedent,  and  description  and  \'aluation  of  the  property  to  be  transferred 
or  paid,  and  the  name,  desi^aation,  and  address  of  the  persMi  to  whom  transfer  or 
payment  is  made,  and  wiH  be  signed  by  the  proper  officer  or  agent  of  the  corporation. 
(T.  D.  2490;  May  14,  1917.) 
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Corporatioiis —Duties  of  transfer  agents,  etc.— Contimied. 

The  30-clay  notice  imist  be  filed  for  dividends  declared  prior  to  the  day  of  death,  and 
for  interest  payable  af  t«r  death  to  the  extent  of  the  portion  accrued  to  the  day  of  death, 
and  if  notice  be  filed  either  within  30  days  from  aeath  or  immediately  upon  receipt 
of  order  for  transfer  or  payment,  transfer  or  payment  need  not  be  postponed;  ii  tax 
is  not  paid  within  legal  period,  proceedings  will  be  instituted  under  section  208 
of  the  act  of  September  8,  1916^  for  the  sale  of  the  property  and  the  payment  of  the 
tax.     (T.  D.  2490;  May  14,  1917.) 

Transfer  agents  who  have  orders  for  transfer  of  stock,  standing  in  name  of  non- 
resident decedent  may,  instead  of  following  procedure  prescribed  in  T.  D.  2490, 
forward  Form  706  to  its  foreign  office  or  to  its  representative  in  foreign  countries, 
with  instructions  that  foreign  executor,  administrator,  or  beneficiary  of  estate  shall 
execute  complete  return  on  such  Form  706  of  all  property  belonging  to  decedent, 
situate  in  United  States,  including  shares  of  stock  in  domestic  corporation;  such 
return  to  be  subscribed  and  sworn  to;  personal  representative  must  forward  inven- 
tory filed  in  foreign  country,  and  transfer  agent  will  check  return  against  inventory 
and  send  return  to  Commissioner  of  Internal  Revenue  with  certificate  that  prop- 
erty disclosed  by  inventory  to  be  situated  in  United  States  has  been  included  in 
return;  two  copies  of  return  will  be  forwarded  to  coUect-or  who  will  make  assess- 
ment, and  upon  payment  will  send  certified  and  receipted  copy  of  return  to  transfer 
agent;  notice  on  Form  704  and  Form  714  must  be  filed  with  collector  as  heretofore. 
(T.  D.  2708;  Apr.  25,  1918.) 

Debtors— Release  of  property. 

Debtors  in  this  country  of  nonresident  decedents  may  not  release  to  forei^ 
administrator  or  executor  or  foreign  beneficiary  of  decedent  any  property  within 
this  coimtry  at  time  of  decedent's  death  until  either  tax  due  has  been  paid  or  ancil- 
lary letters  have  been  taken  out  or  otherwise  provision  has  been  made  by  estate 
for  satisfaction  of  tax  lien.    (T.  D.  2464;  Feb.  28, 1917.) 

Deductions  from  gross  estate. 

See**Nete8Ute,->05^ 

Bxamiuation  of  papers,  etc. 

Under  section  210  of  the  act  of  September  8,  1916,  the  Commissioner,  or  any 
collector  or  law  officer,  or  his  authorized  deputy  or  agent,  has  authority  to  examine 
any -record,  file,  or  paper  containing,  or  supposed  by  the  official  to  contain,  any 
information  concerning  the  estate  of  a  decedent;  refusal  to  exhibit,  upon  official  s 
reouest,  any  such  record,  file,  or  paper  renders  person  having  custody  of  same 
liaole  to  penalty  not  exceeding  1500,  recoverable,  with  costs,  in  civil  action  in 
name  of  United  States:  before  reporting  any  such  case  to  United  States  attorney, 
<  ollector  or  agent  should  submit  the  facts  to  the  Commissioner  for  advice.  (T.  D. 
2378;  Art.  XXVIII.) 

Exemptions. 

See"NetesUte,''po«^ 

United  States  bonds  can  not  be  excluded  from  gross  or  net  estate  in  determining 
estate  tax  due.    (T.  D.  2449;  Feb.  13,  1917.) 

hi  the  case  of  estates  of  all  residents  an  exemption  of  150,000  is  allowed  by  the 
act  of  September  8,  1916,  in  determining  value  of  net  estate;  in  case  of  estates 
of  nonresidents,  no  exemption  is  allowed,  the  only  deductions  from  gross  estate 
being  certain  proportion  of  such  charges  and  losses  as  are  allowed  estates  of  resi- 
dents.    (T.  D.  2378;  Art.  III.) 

Gross  estate. 

Actual  interest  on  bonds  owned  by  decedent  accrued  to  day  of  death  must  be 
returned  as  a  portion  of  the  gross  estate.     (T.  D.  2483;  Apr.  20,  1917.) 

There  should  be  included  in  gross  estate  the  entire  dividend  declared  prior  to 
day  of  death  on  stock  owned  by  decedent  at  time  of  death,  whether  received  before 
or  after  that  day;  no  part  of  dividend  declared  after  death  should  be  includechin 
the  gross  estate.    (T.  D.  2483;  Apr.  20,  1917.) 

Under  section  202  of  act  of  September  8,  1916,  bonds,  both  foreign  and  domestic, 
owned  by  nonresident  decedents,  which  bonds  are  physically  situate  in  the  I'nit'ed 
States,  Hawaii,  or  Alaska  at  the  time  of  the  owner  s  deatJi,  must  be  returned  as  a 
portion  of  the  gross  estate;  where  bonds  are  phj'sically  situate  outside  of  the  United 
States,  Hawaii,  or  Alaska,  they  need  not  be  soreturned;  bonds  owned  by  residents 
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Gross  estate— Continued, 
are  taxable,  regardless  of  where  situate  at  time  of  owner*8  death.    (T.  D.  2530; 
Oct.  4,  1917.) 

Vahie  of  real  estate  belonging  to  decedent  resident  within  the  United  States  at 
time  of  death,  located  outside  of  ths  United  States,  meaning  thereby  the  States, 
Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia,  should  not  be 
included  in  determining  value  of  gross  estate  of  decedent  for  purposes  of  estate  tax. 
(T.  D.  2735;  June  17, 1918.) 

•Securitiea,  such  as  shares  of  stock  in  domestic  corporations  which  are  property 
witliin  the  United  States  within  the  meaning  of  Title  II  of  the  act  of  September  8, 
1916,  deposited  by  an  individual  not  resident  within  the  United  States  with  the 
British  Treasury,  for  which  certificates  of  deposit  were  issued,  are  at  the  death  of 
such  nonresident,  if  such  certificates  have  not  been  transferred,  a  part  of  his  gross 
estate  and  subject  to  estate  tax.     (T.  D.  2772;  Nov.  8,  1918.) 

Grose  estate  of  a  decedent,  as  defined  in  section  202  of  the  act  of  September  8, 
1916,  includes  insurance,  not  payable  directly  to  a  beneficiary  named  in  the 
insurance  contract,  but  passing  as  part  of  the  administered  estate;  it  includes  also 
good  will  of  claimant's  ouainess,  if  such  good  will  possessed  an  actual  monetary 
value.    (T.  D.  2378;  Art.  IV  (1).) 

Gross  estate  of  .decedent,  as  defined  in  section  202  of  the  act  of  September  8, 
1916,  includes  not  only  property  transferred  by  instrument  effecting  nnal  dispo- 
sition at  transferor's  death,  but  transfers  of  any  kind,  including  gifts  and  sales 
that  were  not  bona  fide,  where  it  can  be  established  that  such  transfers  were  made 
in  contemplation  of  death;  wherever  collector  or  agent  shall  have  knowledge  of 
gift,  sale,  or  other  transfer  by  decedent  within  two  years  prior  to  death  he  shall 
require  that  it  be  returned  as  part  of  decedent's  gross  estate;  executors  and  admin- 
istrators having  knowledge  of  such  transfers  are  required  to  set  forth  the  facts  upon 
their  return  of  the  estate.    (T.  D.  2378;  Art.  IV  (2).) 

Only  such  part  of  joint  bank  accounts  or  other  property  owned  by  decedent 
jointly  with  another  or  with  others  as  tenants  in  entirety  as  can  be  shown  never 
to  have  been  owned  by  decedent  can  be  excluded  from  his  gross  .estate.  (T.  I). 
2378;  Art.  IV  (3).) 

In  case  of  property  of  decedent  whose  estate  has  no  executor  or  administrator^ 
all  the  property  and  interests  of  decedent,  including  property  transferred* in  con- 
templation of,  or  intended  to  take  effect  at,  his  death,  ana  his  share  in  joint  bank 
accounts  or  any  other  property  owned  by  him  jointly  with  another  or  with  others 
as  tenants  in  entirety,  will  be  aggregated  to  determine  the  gross  estate.  (T.  D. 
2378;  Art.  V.) 

Income  earned  during  settlement  of  estate  (in  case  of  nonresidents,  income 
earned  on  property  situated  in  United  States,  Hawaii,  and  Alaska)  is  to  be  treated 
as  part  of  groiss  estate;  also,  any  appreciation  in  values  after  death  of  decedent 
and  prior  to  distribution  of  net  estate  is  to  be  included  in  gross  estate  on  the  return, 
since  tax  attaches  upon  transfer  of  net  estate  and  losses  sustained  during  admin- 
istration are  deductible.    (T.  D.  2378;  Art.  VII.) 

Where  decedent  exercises  general  power  of  appointment  as  donee  under  will  of 
prior  decedent,  property  so  passing  is  portion  of  gross  estate  of  decedent  appointor; 
when  property  is  transferrea  by  special  or  limited  power  of  appointment,  question 
of  taxability  will  depend  upon  terms  of  instrument  by  which  donee  of  the  power 
acts,  and  facts  in  any  such  case  should  be  reported  fully  to  Commissioner.  (T.  D. 
2477;  Apr.  7,  1917.) 

Property  passing  under  general  power  of  appointment,  where  the  construction 
and  enect  of  the  p<jwer  and  the  rights  of  the  parties  thereimder  are  governed  by 
the  laws  of  Pennsylvania,  should  not  be  included  in  the  gross  estate  of  the  decedent 
exercising  the  power  in  a  case  arising  under  Title  II  of  the  revenue  act  of  1916. 
(T.  D.  3088;  Oct.  30,  1920.     Ct.  Dec.) 

Imposition  of  tax. 

Title  II  of  the  act  of  September  8,  1916,  levies  tax  upon  transfer  of  net  estates 
of  decedents  dying  on  or  after  September  9,  1916,  whether  decedent  be  resident 
or  nonresident  of  the  United  States.    (T.  D.  2378;  Art.  I.) 

Local  agent,  etc.— Release  of  property. 

LfOcal  agent,  representative,  etc.,  may  not  release  to  foreign  administrator  or 
executor  or  foreign  beneficiary,  property  within  this  country  at  time  of  decedent's 
death  until  either  tax  due  has  been  paid  or  ancillary  letters  have  been  taken  out 
or  otherwise  provision  has  been  made  for  satisfaction  of  tax  lien;  foreign  adminis- 
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Local  agent,  etc.— Belease  of  property— Continuod. 
tcator  or  €acecutor  wil  not  be  recogolzed  as  relicying  others  in  charge  of  decedent's 
property  from  responsibility  for  satisfying  TeqniTements  of  act  unless  and  ttntil  he 
lias  made  return  and  tendered  payment  of  tax  due;  application  of  riding  to  other 
custodians  of  property  in  this  country.    (T.  D.  :2454;  Feb.  28,  iH7.) 

Nature  of  tsuc. 

The  e^ate  lax  is  impassd  not  upon  property  hut  upon  the  ri^ht  oLthe  decedent 
to  have  his  estate  pass  by  will  or  intestacy.    (T.  D.  2976;  Feb.  11, 1920.    Ot.  Dec.) 

Net  estate. 

Limitation  set  up  in  concluding  part  of  para^aph  1  of  ssction  203  of  the  act  of 
September  8, 1916,  applies  to  all  items  enumeratocl  in  paragraph;  there  can  not  be 
deducted  from  gross  eatate  in  determining  net  estate  liable  to  tax  any  funeral  or 
other  expenses  or  any  losses  and  charges  in  excess  of  amounts  allowable  under  laws 
of  local  jurisdiction  as  credits  to  adminieftrators  or  executors  in  their  accounts  in 
prdbate  courts.    (T.  D.  2458;  Mar.  7, 1917.) 

Where  administrator  or  executor  of  nonresident  decedent  fails  to  file  return  as 
provided  in  section  203,  paragrph  (b),  of  act  of  September  8,  1916,  and  pay  tax  due 
no  decdutions  whatever  from  gross  estate  wiU  be  allowed  unless  aJl  property  of 
nonresident  decedent  is  shown  to  be  located  in  this  countnr  and  it  is  establisned  that 
all  has  been  returned  for  estate  tax.    (T.  D.  2454;  Feb.  28, 1917.) 

No  item  of  deductions  can  be  taken  in  excess  of  an  amount  actually  expended,  or 
if  expended,  in  excess  of  the  limit,  if  any,  set  upon  such  expenditure,  by  the  local 
law ;  mor^ages  resting  on  decedents'  property  should  be  shown  under  "  Deductions, ' ' 
and  full  value  of  mor^aged  realty  should  be  shown  under  item  1  of  "Oross  estate" ; 
similar  rule  must  be  applied  with  regard  to  hypothecated  personalty;  losses  are 
strictly  limited  to  thoso  arising  from  fires,  storms,  or  other  casualty,  and  theft,  when 
not  compensated  for  by  insurance  or  otherwise.     (T.  D.  2513;    July  1<J,  1917.) 

Amounts  paid  to  States  on  account  of  inheritance,  succession,  or  legacy  taxes,  are 
not  **such  other  charges  against  the  estate  as  are  lulowed  by  the  laws  of  the  juris- 
diction'',  and  are  not  deductible  in  arriving  at  amount  of  Federal  estate  lax. 
(T.  D.  2524;  Sept.  10, 1917.) 

Under  section  203  (a)  (1)  of  the  act  of  September  8, 1916,  in  order  that  there  may  be 
deduction  from  gross  estate  of  amoimts  which  have  been  expended  for  '* supper; 
during  the  settlement  of  the  estate  of  those  dependent  upon  the  descendent,"  there 
must  first  be  shown  a  bona  fide  disbursement  by  the  executor,  for  the  support  of 
those  actually  dependent  upon  the  decedent,  and  in  an  amount  authorized  oy  the 
local  law  for  that  specific  purpose.     (T.  D.  2531;  Oct.  4,  1917.) 

Where  the  State  statute  makes  the  tax  a  lien  against  property  it  is  deductible 
as  a  "charge  against  the  estate";  where  it  is  a  personal  ooligation  of  the  taxpayer 
it  is  deductible  as  a  "claim  a<?ainst  the  estate";  taxes  are  never  deductible  as 
** administration  expenses."     (T.  D.  2771;  Nov.  8,  1918.) 

Wliere  tax  liability  is  created  as  of  a  date  in  the  lifetime  of  the  decedent,  the  whole 
tax  is  deductible,  although  the  entire  period  for  which  the  tax  is  kid  has  not  elapsed, 
its  exact  amount  is  not  then  ascertamable,  and  pavment  is  not  required  until  a 
later  date;  if  tax  liability  is  created  as  of  a  date  subsequent  to  decedent's  death, 
no  part  of  it  is  deductible,  although  part  of  the  period  for  which  tax  is  laid  elapsed 
in  decedent's  lifetime.    (T.  D.  2771;  Nov.  8,  1918.) 

Where  State  statute  or  act  of  Congress,  imposing  tax  on  income,  creates  either  a 
lien  or  a  personal  obli^tion,  as  of  a  date  in  the  decedent's  lifetime,  the  tax  is  de- 
ductible, and  where  lien  or  obligation  is  created  as  of  a  date  subsequent  to  the 
dccedent*s  death  the  tax  is  not  deductible;  the  income  and  excess  profits  taxes 
imposed  by  acts  of  September  8,  1916,  and  October  3,  1D17,  constitute  personal 
obligation  of  the  taxpayer,  and  are  deductible  in  accordance  with  these  rules; 
the  unpaid  taxes  for  years  prior  to  that  in  which  decedent  died  are  deductible; 
for  the  year  in  which  decedent  died,  the  tax  upon  income  up  to  the  date  of  death 
is  deductible.     (T.  D.  2771;  Nov.  8,  1918.) 

Under  the  act  of  September  6,  1916,  there  naay  be  deducted  from  groas  estate, 
in  cases  of  estates  ef  residents  (1)  funeral  expenses;  (2)  legitimate  administration 
expense;  (3)  valid  claims  against  the  estate;  (4)  such  mort^es  a^jainst  decedent's 
property  as  were  existent  and  unpaid  at  time  of  decedent's  deaUi;  (5)  net  losses, 
after  all  compensations  from  insurance  or  otherwise  have  been  credited,  arising 
during  legal  period  of  adminifftmtion  and  caused  by  fires,  storms,  shipwreck,  or 
other  unavoidable  accident  or  by  theft;  (6)  support  of  decedent's  dependents  dur- 
ing legal  period  of  administration,  which  must  be  limited  to  amount  actually  paid 
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Net  estate — ^Continued. 
to  such  persons  as  were  dependent  upon  decedent  for  stipport  at  the  time  of  dece- 
dent's death;  (7)  such  other  legal  chaiges  against  gross  estate  as  may  be  allowed  in 
court  of  competent  jurisdiction;  and  (8)  specific  exemption  of  $50,000.    (T.  D .  2378 ; 
Alt.  VIII.) 

Und(^  the  act  of  September  S,  1916,  there  may  be  deducted  from  oross  estate,  in 
case  of  esttttes  ei  nonreeideats,  where  estate  is  situate  in.  the  United  btatc«,  Alaska, 
and  Hawaii,  the  |>roportionate  share  of  all  funeral  expenses^  administTation  expense, 
valid  claims  against  estate,  mortgages  a^yiiiist  decedent  s  property,  losses  during 
leoal  period  of  administration  caused  by  unavoidable  accident,  etc.,  not  compen- 
sated for  by  insurance,  support  of  decedent  s  dependents  during  l^al  period  of 
a  Iministration,  and  such  other  legal  charges  as  may  be  allowed  in  coiut  of  com- 
petent jurisdiction,  equal  to  the  share  the  whole  gross  estate  in  the  United  States, 
Alaska,  and  Hawaii  is  of  the  entire  gross  estate  wherever  situated;  return  filed  by 
executor  or  administrator  must  show  not  only  the  value  of  the  groaa  estate  situated 
in  the  United  States,  Hawaii,  and  Alaska,  but  also  the  value  of  ^1  property  and 
interests,  wherever  situated,  of  decedent.    (T.  D.  2378;  Art.  IX.) 

Inheritance  tax  imposed  by  laws  of  Pennsylvania  is  estate  tax  assessed  against 
transfer  of  estate  as  a  whole,  and  not  legacy  tax  imposed  on  transfer  of  any  particular 
interest;  it  is,  therefore,  a  charge  against  the  estate  of  a  decedent  in  that  jurisdic- 
tion within  the  meaning  of  section  203  of  the  act  of  September  8,  Idlfi,  and  is  de- 
ductible from  gross  estate  in  computing  value  of  net  estate  subject  to  tax.  (T.  D. 
3027;  June  2, 1920.    Ct.  Dec.) 

State  inheritance  tax,  paid  the  State  of  New  York,  which  reduced  not  the  estate 
but  the  legatee's  share,  is  not  a  ''charge  against  the  estate' '  allowed  by  the  juris- 
diction, and  is  not  deductible  in  determining  amount  ol  estate  for  purposes  of  the 
Federal  estate  tax.    (T.  D.  2976;  Feb.  11.  1920.    Ct.  Deo.) 

NoBTestdeat  daoddents. 

SectioD  20O  of  the  act  of  September  8, 1916,  defines  the  United  States  as  including 
continental  United  States,  Alaska,  and  Hawaii;  under  this  definition  property  in 
the  United  States  of  deceased  resident*  of  Porto  Rico  or  the  Philippine  Islands 
is  taxable  as  the  property  of  nonresidents,  though  the  tax  is  not  imposed  in  Porto 
Rico  or  the  Philippine  Islands.    (T,  D.  2378;  Art.  II.) 

In  cas98  of  nonresident  decedents,  stock  owned  in  domestic  corporation  is  ta  be 
treated  as  i>art  of  gross  estate  in  United  States.  Hawaii,  and  Alaska;  also  propert^'^ 
tranjrferred  in  contemplation  of,  or  intended  to  take  effect  at,  death,  and  decedent's, 
share  in  property  owned  jointly  are  to  be  treated  aspart  of  gross  estate  in  the  United 
States,  Hawaii,  and  Alaska,  if  their  situs  was  the  United  States,  Hawaii,  or  Alaska, 
either  at  time  of  making  transfer  thereof  or  at  time  of  decedent 'b  death.  (T.  D. 
2378;  Art.  VI.) 

KatiiBe — ^BeneAcuurieB. 

Timty-day  notice  (Form  70&>  must  be  filed,  within  SOda^^s  after  death  ol  decedent 
whose  estate  is  taxable,  by  donees  who  have  received  within  two  years  prior  to  de- 
cedent's deaih  any  gift  of  material  \'ahie  from  decedent,  or  who  have  recnved  at  any 
time  whatevm*  gifts  made  by  decedent  in  contemplation  of,  or  intended  to  take  legal 
effect  at,  death.    (T.  D.  2464;   Feb.  28,  1917.) 

Whenever  collector  receives  notice  from  beneficiary  and  there  are  executors  or 
administrators  acting,  he  shall  promptly  inform  executors  or  administrators  of  the 
beneficiary *s  name  and  address,  in  order  that  executor  or  administrator,  in  com- 
pliance with  section  205  of  the  act  of  September  8,  lOlfi,  may  ascertain  such  fttcts 
with  regard  to  property  possessed  by  beneficiary  as  the  executor  or  adminuitrator 
is  required  to  show  upon  his  retuni;  executors  or  administrators  will  render  this 
notice  an  Form  704;  beneficis^es  will  render  notice  on  Fftrm  705.  (T.  D.  2378; 
Art.  XII.) 

Fidufiiaries. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  by  fiduciaries  holding  property  of  any  kind,  jointly  or  in 
entirety,  for  decedent  and  another  or  others.     (T.  U.  2454;  Feb.  28,  1917.) 

Heirs. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  by  fu-st  taker  after  decedent  of  any  of  decedent^s  real  prop- 
erty, w^ere  this  passes,  in  accordance  with  local  law,  directly  to  heirs  of  decedent. 
(T.  D.  2454;  Feb.  28,  19X7.) 
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Notice — Continued. 

Nonresident  decedents. 

Thirty-day  notice  (Form  705)  mnet  be  filed,  within  30  dayfl  after  death  of  decedent 
whose  estate  is  taxable,  for  all  property  of  any  kind  located  or  legally  situate  in  this 
country,  by  agents  or  representatives,  donees,  transferees,  tnisteee,  or  fiduciaries  of 
decedent  aying  domiciled  abroad,  whether  alien  or  citizen  of  United  States;  with 
what  collector  notice  must  be  filed;  extension  of  time  for  filing  notice;  noti<x»  to 
Commissioner  of  filing  of  notice.     (T.  D.  2454;  Feb.  28,  1917.) 

In  casos  of  estates  of  nonresidente,  the  requirements  set  forth  in  the  last  preceding 
paraf^raph  apply  fully,  except  that  the  collector  with  i^'hom  any  notice  is  to  be  filed 
IS  the  collector  in  whose  district  the  property  liable  for  the  tax  is  situated;  if  such 
property  is  located  in  more  than  one  district  the  notice  is  to  be  filed  with  the  col- 
lector at  Baltimore,  Md.    (T.  D.  2378;  Art.  XI.) 

Resident  decedent. 

Persons  who  come  into  possession  of  property  of  decedent  prior  to  appointment  of 
executors  or  administrators  recjuired  to  give  due  and  proper  notice  to  collector  of  such 
fact;  when  executors  or  adrainistratxjrs  are  appointed  they  supersede  all  other  per- 
sons in  control  of  property  whether  such  persons  are  in  possession  or  not,  and  duty 
of  giving  notice  and  making  returns  for  entire  estate  immediately  devolves  upon  such 
executors  or  administrators.    (T.  D.  2372;  Sept.  25,  1916.) 

Regulation  pres?ribing  when  30-day  notice  (Form  705)  must  be  filed  by  others 
than  executors  or  administrators;  surviving  husband  or  wife;  heirs;  donees;  trus- 
tees; fiduciaries;  others  holding  at,  or  taking  immediately  upon,  decedent's  death, 
property  inclusive  injross  estate  under  definition  of  section  202  of  act  of  September  8, 
1916.     (T.  D.  2454;   Feb.  28,  1917.) 

In  cases  of  estates  in  hands  of  executors  and  administrators,  the  act  of  September 
8,  1916,  requires  that  within  30  days  after  issuance  by  the  court  of  letters  testa- 
mentary or  letters  of  administration,  a  formal  notice  of  such  issuance  be  filed  by  the 
executors  or  administrators  with  the  collector  of  the  district  in  which  dec^ent  was 
a  resident  at  the  time  of  his  death ;  the  act  also  requires  that  SLny  person  coming 
into  possession,  prior  to  issuance  of  letters  to  executors  or  administrators,  of  any 
property  of  decedent,  shall,  within  30  days  from  dav  of  acquiring  possession,  file  a 
similar  notice  with  the  collector;  the  law  contemplates  also  that  all  persons  who 
shall  have  received  within  two  years  prior  to  death  of  decedent  any  material  part 
of  decedent's  property  should  file  similar  notice  with  collector  within  30  days  after 
death  of  decedent;  where  no  executors  or  administrators  come  into  chaise  of  pit>p- 
erty,  burden  of  filing  the  30-day  notice  is  upon  the  individual  beneficiaries.  (T.  D. 
2378;  Art.  X.) 

Trustees. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  by  trustees  holding  property  conveyed  during  lifetime  by 
decedent  in  contemplation  of  death  or  with  intent  to  provide  for  others  than  dece- 
dent at  or  after  decedent's  death,  regardless  of  date  of  instrument  making  convey- 
ance, or  date  of  possession  by  trustee,  or  date  of  vesting  of  right  of  survivors  to  pos- 
session or  enjoyment  at  or  after  decedent's  death.    (T.  D.  2454;  Feb.  28»  1917.) 

Owner  of  property — Presiunption. 

Whenever  public  records  show  property  in  name  of  decedent,  presumption  is  that 
it  was  sole  property  of  decedent,  and  burden  of  proving  that  another  person  owned, 
prior  to  dece  lent's  death,  any  interest  therein,  is  upon  the  estate.  (T.  D.  2450; 
Feb.  14,  1917.) 

Hoi:Bchold  goods  and  other  chattels  used  by  husband  and  wife  in  marriage  relation 
are  presumed  to  be  property  of  husband,  and,  if  widow  of  deceased  claims  same  as 
her  separate  property,  she  has  burden  of  establishing  claim,  failure  to  do  which 
necessitates  return  of  such  goods  as  portion  of  deceased's  gross  estate.  (T.  D.  2529; 
Oct.  4,  1917.) 

Payment — ^Discount. 

Instructions,  with  tables,  relating  to  computation  of  the  5  per  cent  discount  to  be 
allowed  on  estate  tax  when  paid  before  one  year  after  deatn  of  decedent;  partial 
payments;  report,  on  Form  22,  of  total  amount  collected.     (T.  D.  2497;  June  4, 1917.) 

Discount  allowed  on  original  payment  of  tax  not  allowed  on  payment  of  additioniJ 
assessment.    (T.  D.  2570;  Nov.  6,  1917.) 
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Payin  «n  t^Bueoant^-Oeniinuecl . 

Section  207,  act  September  8,  1J>16,  relates  to  time  when  tax  is  due,  and  collector 
<   ifl  not  required  to  exerrise  his  discretion  as-  to  what  amount  will  satisfy  tax  untD 
•    duo  datxs'  ther«of ;  no  discount  is  allowable  upon  such  payment,  as  necessarily  pay- 
ment can  not  be  made  before  expimtion.  of  year  following  decedent's  death.    *(T.  u. 
2756:  »Sept.  5,  1918.) 

Section  204.  act  September  8,  1916.  does  not  contemplate  that  immediately  after 
decedent's  death,  or  at  any  time  before  expiration  of  year  executor  may  make  par- 
tial payment  on  account  of  tax  and  receive  credit  for  discount  because  of  advance 
.  payment;  if  advance  payment  is  to  be  made  before  due  date,  estate  must  be  in 
poftition  to  file  final  return  on  Form  706,  showing  certain  data:  final  return  must  be 
nled  wherever  advance  payment  is  desired,  and  amount  paid  should  be  entered 
upon  collector's  assessment  list  for  month  in  which  paid  as  advance  collection. 
(T.  D.  2756;  Bept.  5,  1918.) 

flection  204  of  the  act  of  September  8,  1916,  provides  that  the  tax  is  due  and 
payable  one  year  from  date  of  decedent's  death,  and  discount  at  the  rate  of  5  per 
cent  per  annum  is  allowed  for  payment  in  advance;  thus,  if  tax  is  paid  two  months 
l»efore  due  date,  a  discount  of  one-sixth  of  5  per  cent  of  the  total  tax  shown  by  the 
return  as  due  i» allowed.    (T.  D.  2378;  Art.  XXII.) 

Excessive  payment — Interest. 

"Time  of  notification,"  within  section  207  of  the  estate  tax  law,  Title  IT,  act  of 
Fe|  lomber  8.  1916,  is  the  date  on  which  notice  of  the  amount  of  such  "excess  part 
of  the  tax"  is  received  by  tlie  executor^  whether  such  notice  is  given  by  mau  or 
otherwise.     (T.  D.  2770;  Nov.  6,  1918.) 

Interest. 

The  act  of  September  8,  1916,  provides  that  where  tax  is  delayed  in  payment 
more  than  90  days  after  due  date,  interest  begins  to  run  at  rate  of*  10  per  cent  per 
annum  and  ia  computed  trom  date  of  decedent's  death  to  day  of  payment;  provision 
is  made,  however,  that  if  after  investigation  the  collector  determines  the  cause  of 
tlie  delay  to  be  unavoidable,  either  because  of  necessary  litigation  or  other  cqndi- 
tion,  beyond  control  of  those  responsible  for  payment  of  tax,  and  the  true  tax  can 
not  be  oetermined,  interest  shall  be  at  rate  of  6  per  cent,  running  from  diate  of 
decedent's  death.    (T.  D.  2378;  Art.  XXIII.) 

Where  prior  to  final  settlement  of  estate  collector  has  accepted  tax  payment 
which  he  deems  sufficient  fully  to  cover  estate's  liability,  such  payment  shall 
relieve  from  the  accruing  of  further  interest  until  such  time,  if  ever,  as  it  may  be 
determined  that  the  payment  was  insufficient;  collector  shall  then  notify  persons 
liable  for  additional  tax,  and  interest  at  10  per  cent  per  annum  shall  run  upon 
due  tax  from  date  of  col1e:'tor's  notice  and  demand  until  date  of  payment  of  entire 
additional  tax  due,    (T.  D.  2378;  Art.  XXV.) 

Lien. 

Any  unpaid  amount  of  tax  due  is  a  lien  for  10  years  upon  all  property  of  the 
decedent;  under  certain  conditions  outlined  in  section  209  of  the  act  of  September 
8,  1916,  a  lien  may  attach  to  the  property  of  a  trustee  or  transferee  of  decedent 
(T.  D.  2378;  Art.  XXVII.) 

Time. 

Section  208  of  the  act  of  September  8.  1916,  provides  that  in  every  case,  except 
where  a  valid  will  provider  otnerwise,  tlie  tax  shall  be  paid  from  the  corpus  of  the 
estate  by  the  executors  or  administrators  before  distribution  to  beneficiaries  is  made. 
(T.  D.  2378;  Art.  XXVI.) 

To  whom  made. 

Tax  imponed  by  act  of  September  8,  1916,  may  be  paid  to  the  collector  or  his 
deputy;  collector  will  issue  receipt  in  duplicate.     (T.  I).  2378;  Art.  XXIV.) 

United  States  bonds. 

Unit<'d  States  bonds,  bearing  interest  at  a  higher  rate  than  4  per  cent  and  which 
have  been  owned  by  decedent  continuously  for  at  least  six  months  prior  to  his  death, 
will  be  ai'cepted  at  par  and  accrued  interest  in  pa>'ment  of  estate  tax ;  reckoning  of 
required  period  of  ownership  may  begin  on  date'  when  decedent  acquired  bonds, 
bearing  interest  at  higher  rate  than  4  per  cent,  by  purchase,  by  conversion  of  other 
bonds,  or  otherwise;  entire  tax  may  be  paid  in  bonds,  or  tiix  may  be  paid  partially 
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XJnitied  Statcwi  hondfr— Coi^uued. 

in  bo&ds  or  partially  by  cash  or  €]ieek^  but  coU«cfeor»]i^3r  ftot  acceyt  b<»idfl,  paur  vahio 

and  accruee  interest  on  vJiiek  aggregates  greater  aouiunt  tkAxt  the  tax.    (T.  D .  2705; 

Apr.  23,  IWa.) 
Circular  No.  132,  issued  under  date  of  January  30,  1919,  with  refevenee  to  recmpt 

o£  Liberty  bondd  in  pa^nnest  oC  estate-or  imhentwice  taxtts^  publislied.    (T.  I>.  2802 ; 

Mar.  12, 1919.    See  ako  T.  Bs.  2S78,  2898,  290i,  290&.) 

Bates  of  tax. 

The  initial  rates  o£  tax  apply  if  decedent  diel  betwean  September  9,  1916,  and 
Mai'ch  2, 1917,  inclusive;  the  rates  50  per  cent  higher  apply  il  decedent  died  on  or 
after  March  3, 1917.    (T.  D.  2513;  July  16,  1917.) 

Increase  in  rates  of  taxation  upon  edtates  of  decedents  dying  on  or  alter  October 
4,  1917,.  does  not  apply  t9  estates,  of  decedents  dying*  while  serving  ia  militacy  or 
naval  forces,  etc.;  net  eatates  of  such  decedents  are  taxable  at  rates  imposed  in  act 
of  March  3,  1917.    (T.  D.  2535;  Oct.  9, 1917.) 

Refund. 

Under  section  207,  act  September  8,  1W6,  if  amount  of  tax  as  finally  determined 
is  leas  than  amoimt  paid  upon  basis  of  tentative  return,  Commissioner  will,  upon 
filing  claim  on  Form  46,  make  refund  of  excess  payment;  if  amount  of  tax  as  finally 
determined  exceeds  amount  so  paid,  CommisBioner  will  notify  executor  of  such 
excess;  from  time  of  such  notification  to  time  of  final  payment  of  such  excess  part 
of  the  tax  interest  will  be  added  at  rate  of  10  per  cent  per  annum.  (T.  D.  2756; 
Sept.  5,  1918.) 

The  provision  of  section  207  of  the  act  of  September  8, 1916,  that  where  tentative 
payment  of  tax  is  made,  sufficient  in  judgment  of  collector  at  thab  time  to  cover 
all  tax  liability,  and  later  it  is  found  that  there  has  been  an  overpayment,  refund 
of  tax  shall  be  made,  applies  regardless  of  whether  it  was  filed  within  two  years  of 
date  of  tax  payment.    (T.  D.  2378;  Art.  XXX.) 

Retitn2»— Adnranee  payment. 

Final  return  on  Form  706,  showing  value  of  all  assets  as  of  date  of  decedent's 
death  and  the  allowable  deductions  to  which  estate  is  entitled,  value  of  net  estate, 
and  determined  tax  because  of  transfer  of  net  estate,  must  be  filed  wherever  advanco 
payment  is  desired.     (T.  D.  2756;  Sept.  5,  1^18.) 

Ben^eficiaries. 

Where  estates  liave  no  ex.ecuto!s  or  adoalui^itrators,  or  where  anv  part  of  gross 
e^sUie  passes  other  than  in  charge  of  exocutora  or  adminislxators,  the  act  of  Sep- 
tember 8,  1916,  i^a£ea  upon  the  sepamte  beneficiaries  the  duties  with  regard  to 
filing  30-day  notice  and  return  and  the  payment  of  taxiss  that  are  otherwise  imposed 
on  executors  and  administrators;  each  such  beneficiary  is  as  fully  liable  to  penalties 
provided  as  is  executor  or  administrator;  where  property  is  hela  for  beneficiary  by 
giwdiaos,  trustees,  or  fldiicianes.  30-day  notice  and  return  may  be  executed  by 
such  representative.!  of  the  beneficiary.    (T.  D.  2378;  Art.  XVI.) 

Each  benefidary  making  return  for  any  part  of  esftate  is  required  by  act  of  Sep- 
tember 8,  1916,  to  give  all  information  possible  regarding  any  pNwrt  of  estate;  final 
and  complete  return ,  where  no  executor  or  administrator  acts,  will  be  compiled  by 
collector  from  the  several  returns  of  the  individual  beneficiaries;  after  determining 
total  gross  and  net  estate,  rate  of  tax,  and  proportionate  amount  due  from  each 
beneficiary,  collector  slialt  notify  each  beneficiaary  accordingly  and  will  enter  upon 
awessment  list  the^  amount  of  tax  apportionable  to  each.     (T.  D.  2378;  Art.  XV li.) 

Cash. 

If  accrued  income  has  been  reduced  to  cash  prior  to  death  and  ifr included  in  "cash 
in  bank,/^  or  otherwise  accounted  for  on  the  return,  it  should  not  be  set  up  in  the 
income  column.    (T.  D.  2513;  July  16, 1917.) 

Coltoctora'  duties. 

Wiicro  return  is  materially  ftdse  or  incorrect,  or  whero  no  retium  is  filed,  col- 
lector or  his  deputy,  after  invesdgatioa,  shall  make  return  and  the  Commissdoaer 
shall  assess  the  tax  thereupon.    (T.  D.  2378;  Art,  XVIII.) 

Desoxlption  of  realty. 

In  describing  realty  it  may  not  be  necessary  to  recite  whole  description  on  tho 
deed,  but  sufficient  data  should  be  given  in  eacn  case  to  permit  immediate  and  exact 
location  by  a  Government  oflicer.    (T.  D.  2513;  July  16,  1917.) 
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Extenaion  of  time  for  filing. 

RegulationB  No«  a7,  Article  XXIX^  amended,,  so  that  where  executor  has  been 
granted  extenmon  of  time  not  to  exceed  90  days  for  filing  return,  collector  nrny  ex- 
tend time  until,,  in  his  judgimeBt^  reasonable  ground  for  delay  has  been  removed; 
interest  attaches  from  close  of  original  extension;  collector  to  promptly  report  fact? 
to  Commissioner's  office.    (T.  D.  2637;  Jan.  24,  1918.) 

At  time  teDtative  return  is  filed  extenaicm  no4  at  exceed  9d  days  may  be  granted 
by  collector  in  which  to  file  final  return;  if  aftM  ex|^tioii  ol  extei^en  granted 
executor  refvesenta  that  he  is  still  unable  to  determine  tax  and  file  fi^nal  return, 
detailed  Btatement  as  to  reasons  preventing  determination  of  tax  should  be  trans- 
mitted to  bureau  for  consideration  as  to  whether  an  additkmal  estension  should 
be  planted;  in  every  case  wh^re  tentative  return  is  filed,  it  should  be  plainly  bo 
designated  and  duplicate  transmitted  to  bureau  \vith  statement  by  collector  as 
to  period  of  extension  granted.     (T.  D.  2756;  Sept.  5,  1918.) 

Oifts  or  transfers. 

Every  gift  or  transfer  of  material  value  made  or  effected  by  docedeut  within  two 
years  prior  to  day  of  death  must  be  shown  under  item  2  in  executing  Form  706; 
ovidence  showing  whether  ^t  or  transfer  was  made  in  contemplation  ^  death  may 
bo  submitted  with  tJtie  return,  and  question  of  taxability  will  be  ruled  upon  before 
assessment  is  confirmed;  every  gift  or  transfer  made  in  contemplation  of  or  intended 
to  take  effect  after  death  must  be  returned.    (T.  D.  2513;  July  16, 1917.) 

If,  in  case  of  transfers  made  more  than  two  years  prior  to  decedent's  death,  the 
executors  or  adminifltratora  shaU  not  include  the  value  of  the  transfers  upon  tbe 
return  of  the  estate,  coJlectora  shall  not  add  such  value  to  the  gross  estate  until 
thoroufi:h  investigation  has  been  made,  all  the  facts  have  been  ascertained,  and 
the  collector  shall  have  satisfied  himself  tbat  the  transfers  were  actually  made 
with  view  of  providing  for  beneficiary  after  or  because  of  decedent's  death.  (T.  D. 
2378;  Art.  IV  (2).) 

Where  executor  has  made  return  and  cdllector  finds  that  transfers  of  material 
value  made  within  two  years  pnop  to  decedent's  deatli  have  been  omitted,  col- 
lector shall  require  execHitor  to  amend  return  by  including  such  translers  in  the 
gross  estate,  unkss  executor  sluill  file  condusiyo  evidence  that  transfers  were  not 
mafie  in  ewktemplatioB  ol  death.    (T.  D.  2378;  Art.  IV  (2).) 

Qxoas  eatateu 

Nonresident  estate  will  show  under  items  of  the  ''Gross  estate^'  only  the  gross 
estate  withia  the  United  States,  but  wiU  ^ow  under  "  Dedu€ti<»s' '  the  entire  legal 
deductions  wherever  incurred;  it  will  then  shew  in  the  space  subjoined  to  ^'Becap- 
itttlation''  the  whole  gross  estate  wherever  situated  and  compute  in  accordance 
with  Article  XXIIX,  ol  Kegukitions  No.  37,  revised  May,  1917,  the  allowable  share 
of  to4al  deductions.    (T.  I>.  2513;  July  16,  1^7.) 

in  case  of  estates  o(  residents  neither  the  3C>>day  notice  nor  the  return  can  be 
reqxcired,  except  where  gross  estate  exceeds  $6dy000  or  net  estate  exceeds  $50,000; 
wherever  eith^  of  these  conditions  exists  the  30-dav  notice  and  the  return  must  be 
filed.    (T.  D.  2378;  Art.  XIV.) 

• Nonresident  decedents. 

Where  administrator  or  executor  fails  to  file  return  as  provided  in  section  203, 
paragraph  (b),  of  act  of  September  8,  1916,  and  pay  tax  due,  collector  shall  require 
such  return  and  tax  jyayment  from  local  agent,  representative,  etc. ;  where  there  is 
more  than  one  holder  in  this  country  of  decedent's  property,  collector  will  aggre^^to 
the  separate  returns,  proceeding  in  accordance  with  Article  XVII  of  Regulations 
No.  37.     (T.  D.  2454;  Feb.  28, 1917.) 

Returns  on  Form  706  required  to  be  forwarded  (in  duplicate)  by  executor  direct  to 
Commissioner  of  Internal  Revenue,  Treasury  Department,  Washington,  D.  C, 
who  win,  after  reviewing  the  returns^  transmit  them  to  proper  collector;  date  on 
which  return  is  received  by  Commissioner  will  be  considered  date  of  original 
filing  with  collector  for  purpose  of  determining  whether  or  not  return  is  filed  within 
period  prescribed  by  law.     (T.  D.  26dl;  Apr.  8,  X918u> 

Return  is  required  of  estate  of  every  wuu'esident  Icaviog  property  within  the 
UnitM  States,  Alaska,  or  Hawaii,  regardless  of  amount  of  property  soleft.  (T.  D. 
237a;  Art.  XV.) 

Reqiiirements  with  relation  to  filing  of  returns  in  cases  of  estates  of  residents 
apply  fiilly  to  cases  of  estates  of  nonresident?,  except  that  collector  with  whom 
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Returns— Coiiii  imed . 

Nonresident  decedents — Continued. 

notice  or  return  is  to  be  filed  ip  the  colle<'tor  in  whose  difitrict  the  prcxicrty  liable 
ff)r  tax  is  situated:  if  such  projwrty  is  located  in  more  than  one  distiit^.  notice  or 
return  is  to  be  filed  with  collecU>r  at  Baltimore,  Md.     (T.  D.  2378;  Art.  XX.) 

Penalties. 

The  art  of  September  8,  1916,  provides  two  sepamte  penaKies  in  connection  with 
the  30-day  notice  and  the  return:  (1)  For  falee  statement  knowingly  made  on 
notice  or  return  there  is  imposed  a  fine  not  to  exceed  $5,000,  or  imprisonment  not 
exceeding  one  year,  or  both;  (2)  for  failure,  whether  through  neglect  or  otherwise, 
to  (ile  notice  or  return  at  times  required,  penalty  of  not  exceeding  $500,  to  be  re- 
covered with  costs  of  suit,  in  civil  action  in  name  of  United  States.  (T.  D.  2378; 
Art.  XXI.) 
Place  of  filing. 

If  decedent  maintained  more  than  one  residence,  his  principal  residence  (actual 
domicile)  determines  internal  revenue  district  in  which  return  must  be  filed  and 
tax  paid;  if  decedent  was  nonresident  and  his  sole  property  within  United  Stxttos. 
Hawaii,  or  Alaska  was  stock  or  bonds  of  an  American  corporation,  returns  should 
be  filed  with  collector  in  whose  district  head  office  of  cornoration  is  located,  unless 
CHtate  has  representative  in  this  country  in  charge  of  stocts  or  bonds,  in  which  case 
nHum  may  oe  filed  with  collector  in  whose  district  representative  has  his  office. 
(T.  D.  2513;  July  16.  1917.) 

Whenever  beneficiary  files  with  collector  notice  of  receipt  of  property  which  dis- 
closes that  decedent  was  resident  at  time  of  death  in  another  collection  district, 
.    collector  receiving  notice  shall  forward  it  to  proper  collector  and  shall  ])romptly 
inform  beneficiary  as  to  collection  distiict  in  which  return  is  required  to  be  made 
and  tAX  paid.    (T.  D.  2378;  Art.  XIX.) 

Tentative  return. 

Section  207,  act  September  8.  1916.  rdates  to  time  when  tax  is  dne  and  if  st'end 
•of  year  following  decedent's  death,  executor  represents  and  collector  is  satisfied 
that  amount  of  tax  cannot  be  determined,  return  may  be  filed  by  executor,  setting 
forth  the  tiien  known  assets  and  actual  value  as  of  date  of  decedent  s  death,  deter- 
mined and  allowable  deductions  to  which  estate  is  entitled,  value  of  net  estate 
and  tax  due  thereon,  which  return  will  be  designated  "tentative."  and  tax  shown 
to  be  due  should  be  paid  and  entered  upon  collector's  assessment  list  for  month  in 
which  paid.     (T.  D.  2756;  Sept,  5,  1918.) 

Return  of  gross  and  net  estate  must  be  filed  with  collector  by  executor  or  ad- 
ministrator within  one  year  after  decedent's  death  and  before  distribution  or  tax 
payment  is  made:  where  administration  of  estate  is  in  such  incomplete  condition 
that  correct  information  can  not  be  given,  tentative  return  may  be  filed  and  esti- 
mated tax  may  be  paid  at  time  return  is  filed :  return  must  be  in  duplicate,  one  copy 
to  be  retained  by  collector  and  one  forwarded  by  him  to  Commissioner:  where  tenta- 
tive return  is  filed,  complete  return  must  be  made  on  or  before  date  of  final  payment 
of  tax  in  full ;  in  case  of  partial  pavment  of  tax  in  advance  tentative  return  must  be 
filed  before  collector  will  accept  partial  payment.    (T.  D.  2378;  Art.  XIII.) 

- —  Value  of  stocks  and  bonds. 

Highest  selling  price  of  stocks  and  bonds  on  day  of  death  fixed  as  value  to  be 
returned,  or,  if  no  sale,  then  highest  bid  price;  if  stocks  or  bonds  are  not  listed  on 
the  market  the  executor  may  set  up  value  that  he  deems  true  value  as  of  day  of 
decedent's  death;  ii  bulk  of  estate  is  community  property  its  value  should  not  be 
shown  under  item  4  of  Form  706,  but  decedent's  legal  share  should  be  returned 
under  the  several  items.    (T.  D.  2513;  July  16, 1917.) 

Bale-deposit  companies— Release  of  property. 

Safe-deposit  companies  having  property. in  this  country  of  nonresident  decedent 
may  not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary  any 
property  within  this  country  at  time  of  decedent's  death  until  after  tax  due  has  been 
paid  or  ancillary  letters  have  been  taken  out  or  otherwise  provision  has  been  made  by 
estate  for  satisfaction  of  tax  lien.    (T.  D.  2454;  Feb.  28,  1917.) 

Table  used  in  determining  value  of  life  estate. 

In  determining  present  net  worth  of  a  vested  estate  of  decedent,  which  is  subject 
vo  the  usufruct  or  life  estate  of  another,  the  value  of  the  life  interest  U  deductible; 
in  arriving  at  such  value,  specified  table  should  be  used.    (T.  D.  2626;  Dec.  6, 1917.) 
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Warehousemen— Release  of  property. 

Warehousemen  having  property  in  this  country  of  nonresident  decedent  may  not 
release  to  foreign  administrator  or  executor  or  foreign  beneficiary  any  proi)erty 
within  this  country  at  time  of  decedent's  death  until  after  tax  due  has  been  paid  or 
ancillary  letters  have  been  taken  out  or  otherwise  provision  has  been  made  by 
estate  for  satisfaction  of  tax  lien.     (T.  D.  2454;  Feb.  28, 1917.) 


See  *^Alcohol." 
See  "Narcotics.*' 
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Act  published. 

War  excess  profits  tax  provisions  of  act  of  October  3,  1917,  published.  (T.  D. 
2550;  Oct.  20,  1917.) 

Advance  payments. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole  of  income  and  excess  profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to  tax- 
payer; refund  of  excess  payment;  entries  to  be  made  on  specified  forma;  interest 
table.  (T.  D.  2622;  Dec.  26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695;  Apr. 
11,  1918.) 

Assessment  and  collection. 

All  excess  profits  taxes  to  which  any  taxpayer  is  subject  shall  be  assessed  and 
collected  at  same  time  and  in  same  manner  as  provided  with  respect  to  income 
taxes,  in  Regulations  No.  33,  revised,  in  so  far  as  same  are  applicable.  (T.  D.  2694; 
art.  79.) 

Certificates  of  indebtedness-- Acceptance. 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  maturing 
June  25, 1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess  profits 
taxes,  when  payaole  at  or  before  maturity  of  certificates;  amount  of  such  certificates 
must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to  be  made  in 
Federal  reserve  banks  of  districts  in  which  collectors'  ofllces  are  located;  insurance, 
where  amounts  are  transmitted  by  registered  mail;  until  certificates  of  deposits  are 
received  from  banks  amounts  must  be  carried  as  "cash  on  hand; "  schedule  showing 
amount  of  accrued  interest  payable  per  certificate  of  each  issue  on  any  date  from 
January  2  to  June  25. 1918.    (T.  D.  2639;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from 
February  15, 1918,  to  June  25,  1918.    (T.  D.  2656;  Feb.  15,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
March  15, 1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15,  to  June  25,  1918.    (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
April  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  on  any  day  from  April  15  to 
June  25,  1918.    (T.  D.  2703;  Apr.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
May  15,  1918,  and  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment 
of  income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedules  showing  the  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25, 1918.    (T.  D.  2718;  May  28, 1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of  in- 
debte<lnes8of  Tax  Series  of  1919,  dated  August  20, 1918,  and  maturing  July  15, 1919, 
and  of  Series  T,  dated  November  7,.  1918.  and  maturing  March  15, 1919,  in  payment 
of  income  and  profits  taxes  when  payable  at  or  before  maturity  of  certificates;  de- 
posits of  certificates  must  be  made  with  Federal  reserve  banks  of  districts  in  which 
respective  collectors'  offices  are  located  and  must  be  forwarded  by  registered  mail; 
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Certificates  of  indebtedness — Acceptance — Continued, 
until  certificates  of  deposit  are  received  from  banks,  amounts  must  be  carried  as  cash 
on  hand;  schedules  ot  certificates  required  to  be  kept  bv  collectors;  deposit  of  cer- 
tificates in  banks  by  taxpayers  permitted  under  stated  conditions.    (T.  D.  2778; 
Dec.  11, 1918.) 

Unmatured  coupons  attached  to  certificates  of  indebtedness  of  Tax  Series  of  1919, 
dated  August  20, 1913,  and  maturing  July  15, 1919,  and  of  Series  T,  dated  November 
7, 1918,  and  maturing  March  15, 1919,  must  be  stamped  *'Paid;"  coupons  maturing 
on  or  before  date  tax  is  due  must  be  detached  by  taxpayer  and  collected,  but  all 
otlier  coupons  must  be  attached  to  certificate  and  forwarded  to  Federal  reserve 
banks;  accrued  interest  to  date  income  or  profits  taxes  are  due  not  covered  by 
coupons  attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay  interest  on 
such  certificates  nor  accept  them  for  an  amount  other  or  greater  than  their  face  value. 
(T.  D.  2778;  Dec.  11,  1918.) 

Computation. 

Partnership  whose  fiscal  year  ended  with  last  day  of  any  month  in  1917  other  than 
December,  may,  not  later  than  30  days  before  March  1,  1918,  give  to  collector  of 
district  in  which  its  principal  place  of  business  is  located,  notice  in  writing  of  date 
thusfixed  as  closing  of  fiscal  year;  unless  such  notice  is  given,  income  tax  return  for 
purposes  of  excess  profits  tax  shall  be  filed  upon  basis  of  calendar  year  1917.  (T.  D. 
2632;Jan.  21,  1918.) 

Where  partnership  keeps  its  books  upon  basis  of  fiscal  year  ending  on  last  day 
of  any  month  other  than  December  31^  and  it  is  impracticable  to  make  satisfactory 
return  upon  basis  of  calendar  year,  collector  may  accept  return  upon  basis  of  its 
fiscal  year,  even  though  notice  was  not  given  not  later  than  30  days  before  March 
1,  1918,  as  prescribed  by  T.  D.  2632;  if  partnership  has  already  filed  return  upon 
basis  of  calendar  year,  collector  may  accept  amended  return  upon  basis  of  fiscal 
year.    (T.  D.  2677;  Mar.  23, 1918.) 

All  trades  and  businesses  in  which  corporation  ag  partner^ip  is  ongaged  will  be 
treated  as  single  trade  or  business  (as  provided  in  section  201  of  the  act  of  October 
3,  1917,  and  all  its  income  from  whatever  source  derived  shall  be  deemed  to  be  re- 
ceived from  such  trade  or  business,  and  if  in  such  trade  or  business,  considered  as 
a  unit,  such  corporation  or  partnership  employs  more  than  a  nominal  capital 
(whether  invcstea,  borrowed,  or  of  any  other  character)  it  will  not  be  entitled  to  bo 
assessed  under  the  provisions  of  section  209.  (T.  D.  3017;  May  3, 1920.  Amending 
art.  14,  T.  D.  2694.) 

Inasmuch  as  all  the  trades  or  businesses  in  which  a  corporation  or  partnership  is 
engaged  are  treated  as  one,  a  corporation  or  a  partnership  snail  be  allowed  either  the 
deduction  pro^'ided  for  in  section  203  or  the  deduction  provided  for  in  section  209 
(depending  on  the  character  of  its  trade  or  business),  but  not  both.    (Id.) 

In  the  case  of  an  individual  each  trade  or  business  in  which  he  is  engaged,  the  net 
income  from  which  is  subject  to  the  excess  profits  tax,  shall  be  classified  as  pro^^ded 
in  article  14,  Regulations  No.  41.  Each  trade  or  business  having  no  invested  capi- 
tal or  not  more  than  nominal  "Capital,  etc.,  shall  be  taxed  as  pro\ddwl  in  article  15,  and 
each  trade  or  business  having  more  than  a  nominal  capital  chall  be  taxed  as  provided 
in  article  16.  If  an  individual  is  engaged  in  two  or  more  trades  or  businesses,  in  one 
of  which  he  employs  more  than  a  nominal  capital  (whether  inveeted,  borrowed,  or 
of  any  other  character),  he  will  be  aesc?scd  under  section  209,  act  of  October  3, 1917, 
only  as  to  those  trades  or  businesses  in  which  he  employs  no  invested  capital  or  not 
more  than  a  nominal  capital;  and  as  to  all  others,  he  will  be  assessed  under  section 
201.    (Id.) 

If  an  indi\'idual  has  more  than  one  business  with  invested  capital,  tliey  will  all 
be  regarded  as  one,  and  (under  sec.  203,  act  of  Oct.  3,  1917)  only  one  deduction 
will  be  allowed ;  if  he  has  more  than  one  business  with  not  more  tlian  a  nominal 
capital,  they  will  be  regarded  as  one,  and  (under  the  pro\Taionfl  of  sec.  209)  only 
one  deduction  will  be  allowed.  If  he  has  both  kinds  of  businesses  he  will  be  re- 
garded as  having  two  businesses  and  there  will  be  two  deductions,  but  not  more 
than  two.    (Id.    See  arts.  35  and  36,  Regulations  No.  41.) 

\'^Tiere  taxpayer  who  is  engaged  in  a  trad*  or  business,  net  income  from  which  is 
subject  to  taxation  at  rate  of  8  per  cent  imposed  by  section  209  of  the  act  of  October 
3,  1917,  makes  return  for  period  of  less  than  12  months,  the  deduction  of  $3,000  or 
$6,000  allowed  under  that  section  will  be  reduced  to  an  amount  which  bears  tlie 
same  ratio  to  such  full  deduction  as  the  number  of  months  in  the  period  bears  to  12 
months;  this  ruling  applies  only  in  case  of  taxpayer  who  is  entitl^  to  make  return 
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Computation — Continuod . 

•    fpr  period  ol  less  than  a  full  year,  and  is  not  to  be  construed  as  authorizinfr  a  cor- 

E oration  or  partnership  which  has  already  established  fiscal  year  ending  in  1917, 
ut  part  of  which  falls  within  1916,  to  compute  its  tax  in  any  other  manner  than  as 
prescribed  in  article  19  of  Reg:ulations  41.    (T.  D.  2689;  Apr.  1, 1918.) 

Where  taxpayer  who  ia  engaged  in  trade  or  bu^inesa,  net  Jhcome  from  which  is 
subject  to  taxation  at  rates  imposed  by  section  201  of  the  act  of  October  3, 1917, 
makes  return  for  period  of  less  than  12  months,  the  invested  capital  used  in  applying 
the  rates  of  tax  will  be  an  amount  which  bears  the  same  ratio  to  such  full  averaffo 
invested  capital  as  the  number  of  months  in  the  period  for  which  the  return  is  maac 
bears  to  12  months;  this  ruling  applies  only  in  case  of  taxpayer  who  (because  of 
ha\'ing  just  established  a  fiscal  year,  or  of  having  just  organized  or  engaged  in  busi- 
ness, or  for  other  like  reasons)  is  entitled  to  make  return  for  period  of  less  than  full 
vear,  and  is  not  to  be  construed  as  authorizing  a  corporation  or  partnership  which 
has  already  established  a  fiscal  year  ending  in  1917,  but  part  of  which  falls  within 
1916,  to  compute  its  tax  in  any  other  maimer  than  as  prescribed  in  article  19  of 
Regulations  41.    (T.  D.  2689;  Apr  1,  1918.) 

TVTiere  deduction  as  provided  in  articles  21,  23,  and  24  ia  greater  than  15  per  cent 
of  invested  capital  and  therefore  can  not  be  fully  allowed  under  the  first  rate  or 
bracket  of  article  16,  then  any  remaining  portion  of  such  deduction  will  bo  allowed 
under  the  second  bracket  and  continued  if  necessary  into  succeeding  bracket  or 
brackets  until  entire  deduction  is  allowed.    (T.  1).  2694;  art.  17.) 

Where  trade  or  business  was  formally  organized  or  reorganized  on  or  after  January 
2,  1913,  but  ia  substantially  continuation  of  trade  or  business  carried  on  prior  to 
such  date,  such  corporation  or  partnership  is  deemed  to  have  been  in  existence,  or 
individual  is  deemed  to  have  been  engaged  in  trade  or  business,  prior  to  such  date, 
and  for  purpose  of  computing  deduction  net  income  and  invested  capital  of  pre- 
decessor is  deemed  to  have  been  net  income  and  invested  capital  of  present  owner 
for  prewar  period.    (T.  D.  2694;  art.  22.) 

Method  of  determining  deduction  when  income  for  prewar  period  can  not  be 
satisfactorily  determined,  or  when  net  income  was  low  during  prewar  period,  or 
when  there  was  no  net  income  during  such  period  stated.    (T.  D.  2694;  art.  23.) 

Deduction  used  in  coropufing  rates  of  tax  under  article  16  is,  except  in  cases  coming 
within  conditions  specified  in  articles  23  and  24,  in  case  of  domestic  corporation  the 
sum  of  (1)  an  amount  equal  to  same  percentage  of  invested  capital  for  taxable  year 
which  average  amount  of  annual  net  income  of  trade  or  business  during  prewar 
period  was  of  the  invested  capital  for  such  period  (except  that  7  per  cent  shall  be 
used  if  such  percentage  was  less  than  7  per  cent,  and  9  per  cent  shall  be  used  if  such 
percentile  was  more  than  9  per  cent,  and  8  per  cent  shall  be  used  if  corporation  was 
not  in  existenco  during  whole  of  at  least  one  calendar  year  during  prewar  period), 
and  (2)  $3,000.    (T.  D.  2694;  art.  21.) 

Deduction  used  in  computing  rates  of  tax  under  article  16,  except  in  cases  coming 
within  conditions  specified  in  articks  23  and  24  is  in  case  of  domestic  partnership 
or  of  citizen  or  resident  of  the  Ignited  States  the  sum  of  (1)  an  amount  equal  to  same 
percentivte  of  invested  capital  for  taxable  year  which  average  amount  or  annual  net 
income  of  trade  or  business  during  prewar  period  was  of  invested  capital  for  prewar 
period  (except  that  7  per  cent  shall  be  used  if  such  percentage  was  lees  than  7  per 
cent,  and  9  per  cent  shall  be  used  if  such  percentage  was  more  than  9  per  cent,  and 

8  per  cent  snail  be  use^  if  partnership  was  not  in  existence  or  individual  was  not 
engaged  in  trade  or  business  during  whole  of  at  least  one  calendar  year  during  pro- 
war  period),  and  (2)  $6,000.    (T.  D.  2694;  art.  21.) 

Deduction  used  in  computing  rates  of  tax  under  article  16,  except  in  cases  coming 
within  conditions  specified  in  articles  23  and  24  is  in  case  of  foreign  corporation  or 
partnership  or  of  nonresident  alien  individual,  an  amount  equal  to  same  percentage 
of  investea  capital  for  taxable  year  which  average  amount  of  annual  net  income  of 
trade  or  business  during  prewar  period  wds  of  invested  capital  for  such  period 
(except  that  7  per  cent  shall  be  used  if  such  percentage  was  less  than  7   per  cent  and 

9  per  cent  shaU  be  used  if  such  percentage  was  more  than  9  per  cent,  and  8  per  cent 
shall  be  used  if  corporation  or  partnership  was  not  in  existence  or  indi\'idual  was 
not  engaged  in  trade  or  business  during  whole  of  at  least  one  calendar  year  during 
prewar  period).    (T.  D.  2694;  art  21.) 

Amount  of  deduction  in  cases  where  Secretary  of  the  Treasury  ia  unable  satis- 
factorily to  determine  the  invested  capital  stated.    (T.  D.  2694;  art.  24.) 

\\Tiere  corporation  or  partnership  prior  to  March  1,  1918,  made  return  for  fiscal 
year,  part  of  which  fell  within  calendar  year  1916,  tax  for  first  taxable  year  is  that 
proportion  of  tax  computed  on  net  income  for  such  fiscal  year  which  number  of 
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months  from  January  1,  1917,  to  end  of  such  fisr!al  year  beara  to  entire  number  of 
months  in  such  fiscal  year.    (T.  D.  2694;  art.  19.) 

Where  corporation  or  partnership  at  any  time,  either  because  it  has  just  designated 
fiflcai  year  as  provided  in  sections  8  or  13  of  the  act  of  September  8,  1916,  or  for  any 
other  reason,  makes  return  for  period  of  less  than  12  months,  deduction  will  be  the 
amount  which  bears  same  ratio  to  deduction  allowable  for  full  year  as  number  of 
months  in  such  period  bears  to  12  months.    (T.  D.  2694;  art.  20.) 

If  excessive  payments  by  corporations  represent  appropriation  of  assets  by  officers 
who  control  it  and  fix  their  compensation  in  violation  of  rights  of  corporation, 
amount  of  excess  should  be  treated  as  compensation  of  individualfi  subject  to  normal 
and  excess-profits  taxes;  or  if  such  payments  constitute  in  part  payment  for  property 
amount  of  excess  should  be  treated  by  corporation  as  capital  expenditure  and  by 
recipient  as  part  of  purchase  price.    (T.  D.  2696;  Apr.  10,  1918.) 

Consolidated  returns  of  affiliated  corporations—' 'Affiliated"  defined. 

Two  or  more  corporations  are  not  "affiliated  "  merely  because  all  or  substantially 
all  of  the  stock  therein  is  owned  by  the  same  corporation,  individual,  or  partnership; 
they  must  also  be  engaged  in  the  same  or  a  closely  related  business.  (T.  D.  2662; 
Mar.  6, 1918.) 

"All  or  substantially  all  of  the  stock"  defined. 

The  words  "all  or  substantially  all  of  the  stock"  as  used  in  the  definition  of  an 
affiliated  corporation  in  Regulations  No.  41,  article  77,  interpreted  as  meaning  an 
ownership  of  95  per  cent  or  more  of  such  stock  by  the  same  taxpayer  during  th-a 
taxable  year.    (T.  D.  2662;  Mar.  6,  1918.) 

Contents  of  return. 

Owner  shall  include  specific  statement  of  number  or  proportion  of  shares  in  affili- 
ated corporations  held  by  parent  corporation  during  taxable  year  and  a  schedule 
showing  proportionate  amount  of  total  tax  which  it  is  agreed  among  them  is  to  bo 
assessed  upon  each  affiliated  corporation;  affiliated  corporation  to  file  return  show- 
ing that  corporation  is  affiliated  with  parent  corporation,  that  its  return  is  included 
in  consolidated  return  of  such  parent  corporation,  and  district  in  which  consoli- 
dated return  is  filed.    (T.  D.  2662;  Mar.  6,  1918.) 

Corporations  must  describe  in  returns  all  intercorporate  relationships  with  other 
corporations  with  which  affiliated  and  must  furnish  such  information  in  relation 
thereto  as  will  enable  Commissioner  of  Internal  Revenue  to  compute  amount  of 
tax  properly  due  from  each  corporation  on  basis  of  equitable  and  lawful  accounting; 
circumstances  under  which  two  or  more  corporations  will  be  deemed  to  be  affiliated 
stated.    (T.  D.  2694;  art.  77.) 

Date  as  of  which  valuation  made. 

Wlien  all,  or  susbtantially  all,  of  stock  of  subsidiary  corporation  was  acquired  for 
cash,  cash  so  paid  shall  be  basis  to  be  used  in  determining  value  of  property  acquired; 
where  stock  of  subsidiary  company  was  acquired  witli  stock  of  parent  company, 
amount  to  be  included  in  consolidated  invested  capital  in  respect  of  company 
acquired  shall  be  computed  in  same  manner  as  if  net  tangible  assets  and  intan^ble 
assets  had  been  acquired  instead  of  the  stock;  if  in  accordance  with  such  acquisition 
a  paid-in  surplus  is  claimed,  such  claim  shall  be  subject  to  provisions  of  articles  55 
and  63  of  Regulations  41.    (T.  D.  2901;  July  29,  1919.) 

Invested  capital,  etc.,  determining  amount  of. 

Consolidated  return  will  be  required  in  case  of  affiliated  corporations  among  which 
there  exist  contracts  or  trade  or  financial  practices  which  arbitrarily  or  beneficially 
influence  or  determine  the  amount  of  the  invested  capital  or  net  income  of  one  or 
more  of  the  corporations  so  affiliated  and  where  95  per  cent  or  more  of  the  stock  of 
the  subsidiary  affiliated  corporations  is  owned  by  a  parent  or  controlling  corpora- 
tion or  by  an  indi\ddual  or  partnership.    (T.  D.  2662;  Mar.  6, 1918.) 

Place  of  filing  returns. 

Returns  shall  be  filed  by  parent  or  principal  corporation  in  office  of  collector  of 
district  in  which  it  has  its  principal  office;  each  of  other  affiliated  corporations 
shall  file  return  in  office  of  collector  of  its  respective  district;  contents  of  return 
stated.    (T.  D.  2662;  Mar.  6,  1918.) 
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Public  service  corporations. 

Railroads,  gns,  electric,  water,  or  other  public  service  corDorations  when  oper- 
ated independently  and  not  physically  connected  or  meiged — particularly  wnen 
situated  in  different  jurisdictions  and  subject  to  regulation  oy  public  service  com- 
missions—will not  be  required  or  permitted  without  special  permission  obtained  in 
advance,  to  make  a  consolidated  return;  when  public  utility  ia  owned  bv  indus- 
trial corporation  and  is  operated  as  a  plant  facility,  or  as  an  integral  part  or  a  group 
organization  of  affiliated  corporations  and  such  corporations  are  required  to  file 
consolidated  return,  return  of  such  public  utility  shall  be  included  therein.  (T.  D. 
2662;  Mar,  6,  19i8.) 

Bequirement. 

Whenever  necessary  to  more  equitably  determine  the  invested  capital  or  taxable 
income,  Commissioner  of  Internal  Revenue  may  roquire  affiliated  corporations  to 
furnish  consolidated  return  of  net  income  and  invested  capital;  such  return  may  be 
made  by  any  one  or  more  of  such  corporations  or  by  all  acting  jointly;  in  case  of 
neglect  or  refusal  to  furnish  return,  Commissioner  mav  cause  examination  of  books 
of  all  such  corporations  to  be  made,  and  consolidated  statement  to  be  made  from 
such  examination;  where  returns  are  accepted,  total  tax  will  be  computed  in  first 
instance  as  unit  on  basis  of  consolidated  return  and  will  be  assessed  upon  respective 
affiliated  corporations  in  such  proportions  as  may  be  agreed  amonjg  them;  but  if  no 
such  agreement  is  made  tax  will  oe  assessed'  upon  each  corporation  in  accordance 
with  net  income  and  invested  capital  properly  assignable  to  it.  (T.  D.  2694; 
art.  78.) 

Separate  returns,  when. 

If  Commissioner  of  Internal  Revenue,  upon  examination  of  anv  consolidated 
return,  finds  that  tax  can  not,  in  his  judgment,  be  properly  assessed  upon  basis  of 
such  return,  affiliated  corporations  covered  by  such  consolidated  return,  shall, 
upon  notice  from  the  Commissioner,  file  separate  returns.  (T.  D.  2662;  Mar. 
6.  1918.) 

Definitions—' '  Business. ' ' 

In  case  of  corporation  or  partnership  all  income  from  whatever  source  derived  is 
deemed  to  be  from  its  trade  or  business,  and  the  terms  "trade,"  **busine88,"  and 
** trade  or  business"  include  all  sources  of  income,  and  unless  otherwise  indicated 
by  the  context  the  terms  will  be  deemed  to  be  used  only  with  this  scope  or  meaning. 
(T.  D.  2694;  arts.  1,  7.) 

In  case  of  an  individual,  the  terms  "trade,"  '^business,"  and  *' trade  or  business  *! 
comprehend  all  his  activities  for  eain,  profit,  or  livelihood  entered  into  with  suffi- 
cient frequency  or  occupying  sucn  portion  of  his  time  or  attention  as  to  constitute 
a  vocation,  including  occupations  and  professions;  when  such  activities  constitute 
a  vocation,  the^  shall  be  construed  to  be  a  trade  or  business,  whether  continuously 
carried  on  during  taxable  year  or  not;  unless  otherwise  indicated  by  the  context, 
terms  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D.  2694; 
arts.  1,  8.) 

''Corporations." 

The  term  "corporation"  includes  joint-stock  companies  or  associations,  no  matter 
how  created  or  organized,  insurance  companies,  and  limited  partnerships,  and 
unless  otherwise  indicated  by  the  context,  term  will  be  deemed  to  be  used  only 
with  this  scope  or  meaning.    (T.  D.  2694;  arts.  I,  2.) 

"Dividends." 

The  term  "dividend"  has  the  same  meaninc  as  in  section  31  of  the  act  of  Sep- 
tember 8,  1916,  as  amended  by  the  act  of  Octooer  3,  1917,  to  wit,  any  distribution 
made  or  ordered  to  be  made  by  a  corporation,  joint-stock  company,  association,  or 
insurance  company,  out  of  its  earnings  or  profits  accrued  since  March  1,  1913,  and 
payable  to  its  stocldiolders,  whether  in  cash  or  in  stock,  which  stock  dividends  shall 
oe  considered  income,  to  the  amount  of  earnings  or  profits  so  distributed;  unless 
odierwise  indicated  by  the  context,  term  will  be  deemed  to  be  used  only  with  this 
scope  or  meaning.    (T.  D.  2694;  arts.  1,  9.) 

— -  ''Domestic." 

The  term  "domestic  "  means  created  under  the  law  (statutory  or  other)  of  United 
States  or  any  State  thereof,  Alaska,  Hawaii,  or  the  District  of  Columbia,  and  unless 
otherwise  indicated  by  the  context,  term  will  be  deemed  to  be  used  only  with  this 
scope  or  meaning.    (T.  D.  2694;  arts.  1,  3.) 
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"Foreign." 

The  term  ** foreign"  means  created  under  the  law  (statutory  or  other)  of  any  pos- 
session of  the  United  States  other  than  Ahiska,  Hawaii,  or  the  District  of  Columoia, 
or  of  any  foreigji  country  or  Government,  and  unless  otherwise  indicated  bv  the 
context  term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D. 
2694;  arts.  1,  3.) 

"Intang:i1»l6  property." 

The  term  ** other  intangible  property,"  as  used  in  section  207  of  the  act  of  October 
3,  1917,  means  property  of  cnaracter  similar  to  good  will,  trade-marks,  and  the 
other  specific  kinds  of  property  enumerated  in  the  same  clause.  (T.  D.  2694;  art. 
47.) 

"Invested  capital." 

The  term  ''invested  capital"  means  the  invested  capital  of  the  present  owner. 
(T.  D.  2694;  art.  42.) 

The  term  "invested  capital,"  when  uaed  with  referezkce  to  a  foreign  corporation 
or  partnership  or  a  nonresident  ali^i  individual,  means  that  proportion  of  the 
entire  invested  capital  as  defined  and  limited  by  Regulations  No.  41  which  the 
net  income  from  sources  within  the  United  States  is  of  the  entire  net  income. 
(T.  D.  2694;  art.  48.) 

The  term  "invested  capital"  as  used  in  section  200  of  the  act  of  October  3,  1917, 
includes  all  working  capital  consisting  of  money  or  prt^rty  employed  in  the  busi- 
ness or  for  its  benefit,  and  furnished  or  paid  in  by  one  or  more  of  the  partners.  (T. 
D.  3080;  Oct.  19,  1920.     Ct.  Dec.) 

— —  "limited  partnership." 

Limited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for 
limiting  liability  of  all  the  members,  provide  for  transferability  of  partnership 
shares,  and  capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are 
corporations  or  joint-stock  companies;  limited  partnerships  of  New  York  type, 
which  can  not  limit  liability  of  general  partners,  althoi^  special  partners  cnioy 
limited  liability  so  long  as  thev  observe  statutory  conditions,  and  which  are  dis- 
solved by  deatn  or  attempted  transfer  of  interest  of  general  partner,  and  which 
can  not  take  real  estate  or  sue  in  partnership  name,  are  partnerships;  in  doubtful 
cases  limited  partnerships  will  be  treated  as  corporations  unless  they  submit 
satisfactory  proof  that  they  are  not  in  effect  so  organized.  (T.  D.  2711;  May  9, 
1918.) 

**  Honey  or  other  property  borrowed.'^ 

The  term  ''money  or  other  property  borrowed  "  as  used  in  section  207  of  the  act 
of  October  3, 1917,  and  Regulations  No.  41,  incluaes  not  only  cash  or  other  borrowed 
property  which  can  be  iaentified  as  such,  but  current  liabilities  and  temporary 
mdebteanesd  of  all  kinds,  and  any  permanent  indebtedness  upon  which  taxpayer 
is  entitled  to  an  interest  deduction  in  computing  net  income.     (T.  D.  2694;  art.  44.) 

'^Nominal  capital." 

The  term  *'  nominal  capital,"  as  used  in  section  209  of  the  act  of  October  3, 191T, 
means  in  general  a  small  or  negli^ble  capital  whose  use  in  a  particular  trade  or 
business  is  incidental ;  certain  busmesses  not  construed  as  having  nominal  capital 
for  purposes  of  excess  profits  tax,  named.    (T.  D.  2694;  art.  74.) 

■ "  Prewar  period. " 

The  term  "  prewar  period  "  means  the  calendar  years  1911,  1912,  and  1913,  or  if  a 
corporation  or  partnerdiip  was  not  in  existence  or  an  individual  was  not  engaged 
in  the  trade  or  ousiness  during  the  whole  of  such  three  years,  then  as  many  of  such 
years  during  the  whole  of  which  the  corporation  or  partnership  was  in  existence  or 
the  individual  was  engaged  in  the  trade  or  business,  and  unless  otherwise  indicated 
by  the  context,  term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning. 
(T.  D.  2694;  arts.  1,  6.) 

"  Tangible  property." 

Stocks,  bonds,  bills,  and  accounts  receivable,  notes  and  other  evidences  of  in- 
debtedness, construed  to  be  '' tangible  pr(H>erty"  within  meaning  of  section  207 
of  act  of  October  3,  1917.    (T.  D.  2610;  Dec.  20, 1917.) 
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^Taxable  year." 

The  term  * '  taxable  year ''  means  the  12  months  ending  December  31  d  each  year, 
except  in  case  of  corporation  or  partnership  which  has  fixed  its  own  fiscal  year,  in 
which  case  it  means  such  fiscal  year,  and  unless  otherwise  indicated  by  the  context, 
term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning;  first  taxable  year  is 
year  ending  December  31,  1917,  except  that  in  case  of  corporation  or  partnership 
which  has  fixed  its  own  fiscal  year,  first  taxable  year  is  fiscal  year  ending  during 
calendar  year  1917.    (T.  D.  2694;  arts.  1,  5.) 

"Trade." 

In  case  of  corporation  or  partnership  all  income  from  whatever  source  derived  Ls 
deemed  to  be  from  its  trade  or  business,  and  the  terms  *' trade,"  ** business."  and 
''trade  or  business"  include  all  sources  of  income,  and  unless  otherwise  indicated 
by  the  context,  the  terms  will  be  deemed  to  be  used  only  with  this  scope  or  meaning. 
(T.  D.  2694;  arts.  1,  7.) 

In  case  of  an  individual,  the  terms ''  trade,"  ''  business,"  and  ''trade  or  business' ' 
comprehend  all  his  activities  for  gain,  profit,  or  livelihood  entered  into  with  suffi- 
cient frequency  or  occupying  such  portion  of  his  time  or  attention  as  to  constitute 
a  vocation,  including  occupations  and  professions;  when  such  activities  consti- 
tute a  vocation  they  shall  be  construed  to  be  a  trade  or  business  whether  continu- 
ously carried  on  during  taxable  year  or  not;  unless  otherwise  indicated  by  the 
context,  terms  will  be  deemed  "to  be  used  only  with  this  scope  or  meaning.  (T.  D 
2694;  arts.  1,  8.) 

"  United  State*." 

The  term  **  United  States"  (when  used  in  a  geographical  sense)  means  only  the 
States  thereof,  Alaska,  Hawaii,  and  the  District  of  Columbia,  and  unless  otherwise 
indicated  by  the  context,  term  will  be  deemed  to  be  used  only  with  this  scope  or 
meaning.    (T.  D.  2694;  arts.  1,  4.) 

Estate  tax — Deductions. 

Where  State  statute  or  act  of  Congress,  imposing  tax  on  income,  creates  either  a 
lien  or  a  personal  obligation,  as  of  a  date  in  the  decedent's  lifetime,  the  tax  is  de- 
ductible, and  where  lien  or  obligation  is  created  as  of  a  date  subsequent  to  the  de- 
cedent's death  the  tax  is  not  deductible:  the  income  and  excess-profits  taxes  im- 
posed by  acts  of  September  8, 1916,  and  October  3, 1917,  constitute  personal  obliga- 
tion of  tne  taxpayer,  and  are  deductible  in  accordance  with  these  rules;  the  unpaid 
taxes  for  years  prior  to  that  in  which  decedent  died  are  deductible;  for  the  year  in 
which  decedent  died,  the  tax  upon  income  up  to  the  date  of  death  is  deductible. 
(T.  D.  2771;  Nov.  8,  1918.) 

Exemptions. 

Holders  of  Liberty  bonds.  Treasury  certificates  of  indebtedness,  and  war  savings 
certificates,  authorized  by  act  of  September  24,  1917,  are  entitled  to  exemption 
from  all  income  and  war  excees-pronts  taxes  upon  interest  received  on  principal 
amount,  not  to  exceed  $5,000  face  value  of  sucn  obligations;  immaterial  whether 
4  per  cent  Liberty  bonds  were  issued  to  holder  in  exchange  for  Liberty  bonds  of 
first  series,  or  Treasury  certificates  of  indebtedness,  or  whether  issued  upon  new 
subscription;  exemption  is  upon  income  from  $o,000,  face  value  of  obligations 
issued  by  authority  of  said  art  of  September  24,  1917.    (T.  D.  2585;  Nov.  8,  1917.) 

Corporations  exempt  under  section  11  of  Title  I  of  the  act  of  September  8,  1916, 
from  tax  imposed  by  such  title,  partnerships  carrying  on  or  doing  same  land  of 
business  or  coming  within  same  description,  and  individuals  to  extent  that  they 
carry  on  or  do  same  kind  of  business  or  come  within  same  description,  are  exempt 
from  tax,    (T.  D.  2694;  art.  13.) 

In  case  of  excessive  payments  by  individuals  or  partnerships  amounts  allowed 
should  ordinarily  be  treated  as  partnership  shares  and  would  thus  be  free  from 
excess-profits  tax  to  recipient.    (T.  D.  2696;  Apr.  10,  1918.) 

In  case  of  excess  payments  by  corporations,  if  such  payments  correspond  to  or 
bear  a  close  relationship  to  stock  holaings,  amount  of  excess  should  be  treated  as 
dividends  and  would  thus  be  exempted  from  normal  tax  and  from  excess-profits 
tax  in  hands  of  recipients.    (T.  D.  2696;  Apr.  10,  1918.) 

When  income  as  such  is  taxable  to  beneficiaries,  as  in  case,  under  present  income- 
tax  law,  of  trust  income  of  which  is  to  be  distributed  annually  or  regularly  between 
existing  beneficiaries,  each  beneficiary  is  regarded  as  owner  of  proportionate  part  of 
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bonds  held  in  trmt,  and  aubacription  by  trustee  for  bonds  of  Fourth  Liberty  Loan 
constitutes  each  beneficiary  an  original  subscriber  for  hU  proportionate  part  and 
entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  i^ues,  whether 
owned  by  beneficiary  or  by  trustee,  and  subscription  by  such  beneficiary  for  bonds 
of  Fourth  Liberty  Loan  entitles  hira  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues  held  by  trustee.    (T.  D.  2762;  Oct.  18,  1918.) 

When  income  is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law,  of  a 
trust  income  of  which  is  accumulated  for  benefit  of  unborn  or  unascertained  per- 
sons, trustee  is  regarded  as  owner  of  all  bonds  held  in  trust  and  the  trust  is  entitled 
to  exemption  on  account  of  such  ownership;  in  such  case  subscription  by  trustee 
for  bonds  of  Fourth  Liberty  Loan  constitutes  trustee  as  such  the  oriffnal  subscriber 
and  entitles  the  trust,  on  account  of  such  subscription,  to  collateral  exemption  of 
interest  on  bonds  of  previous  issues.    (T.  D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  individual  partners,  as  under  present 
income-tax  law,  each  partner  is  treated  as  owner  of  proportionate  part  of  libertv 
loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such 
ownership  as  if  such  partner  owned  such  proportionate  part  of  bonds  directly.  (T. 
D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess-profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  loan  bonds  held 
by  it  and  entitled  to  exemption  from  taxes  assessed  upon  income  of  partnership 
as  such.    (T.  D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  sasessed  upon  individual  partner  on  share  of  partnership 
income  such  partner,  if  partner  at  time  of  original  subscription  bv  partnership  for 
bonds  of  Fourth  Libert}^  Loan,  is  treated  as  original  subscriber  for  proportionate 
part  of  such>  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T. 
D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partnership  income  as  a  whole, 
such  partnership  is  original  subscriber  and  entitled  to  collateral  exemption  6i 
interest  on  Liberty  bonds  of  previous  issues  on  account  of  such  original  subscrip- 
tion for  bonds  of  Fourth  Liberty  Loan.    (T.  D.  2762;  Oct.  18,  1918.) 

Corporation,  and  not  stockholders,  ts  regarded  as  owner  of  Liberty  loan  bonds 
held  oy  a  corporation  and  entitled  to  exemption  on  account  of  sudi  ownership; 
when  bonds  of  Fourth  Libertjr  Loan  are  subscribed  for  by  corporation  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  of  "interest 
on  bonds  of  previous  issues  on  account  of  such  original  subscription.  (T.  D.  2762; 
Oct.  18,  1918.) 

Fiscal  year. 

See  **  Computation,"  ante. 
Income  taxes — Credits. 

After  net  income  shall  have  been  ascertained,  it  shall  be  credited  with  amount 
of  any  excess-profits  tax,  assessed  for  same  calendar  or  fiscal  year  upon  taxpayer, 
and,  in  case  of  member  of  partnership,  with  his  proportionate  share  of  the  excesa- 
profita  tax  imposed  upon  tne  partnership.    (T.  D.  2690;  art.  2.) 

Where  corporation  returns  as  income  interest  received  on  bonds,  interest  upon 
which  debtor  corporation  had  agreed  to  pay  without  deduction  of  income  taxes, 
and  debtor  corporation  actually  pays  income  tax  assessable  on  such  interest  income, 
corporation  receiving  such  interest  may  take  credit  against  tax  assessable  on  basis 
of  net  income  returned,  for  amount  of  tax  paid  thereon  by  debtor  corporation; 
when  net  income  has  been  ascertained  within  rules  set  out  in  section  12  (a)  of  the 
act  of  September  8,  1916,  as  amended,  it  shall  be  credited  with  amount  of  excess- 
profits  tax  assessed  or  to  be  assessed  for  same  year;  such  excess-profits  tax  allowance 
18  a  credit  against  the  net  income  for  purpose  of  taxes  imposed  by  both  the  act  of 
September  8, 1916,  and  act  of  October  3, 1917.    (T.  D.  2690;  art.  199.) 

Although  excess-profits  tax  payment  is  not  an  allowable  deduction  in  ascertain- 
ing net  income,  net  income  shown  on  any  return  will  be  credited  with  amount  of 
excess-profits  tax  for  which  taxpayer  will  be  liable  for  same  year.  (T,  D.  2690; 
art.  8.) 

Net  income  embraced  in  return  shall  be  credited  with  amount  of  any  excess- 
profits  tax  imposed  and  assessed  for  same  calendar  or  fiscal  year  upon  taxpayer, 
and  in  case  of  member  of  partnership  with  his  proportionate  share  of  such  excess- 
profits  tax;  applicable  to  nonresident  aliens.    (T.  V.  2690;  arts.  9,  11.) 
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Incoine  taxes — Continued. 
Deductions. 

Where  corporation  has  filed  return,  showing  liability  for  income  tax,  computed 
under  act  of  September  8, 1916,  as  originally  passed,  it  must  make  amended  return, 
and  take  credit  for  amount  of  excess-profits  tax  for  which  it  is  liable;  if  overpayment 
of  income  tax  at  2  per  cent  rate  is  shown,  amount  of  such  overpayment  may  be 
credited  against  the  war  income  tax  of  4  per  cent  for  which  liable,  to  ascertain  total 
amount  of  income  tax,  but  in  no  case  will  credit  for  overpayment  of  income  tax  be 
taken  against  the  excess-profits  tax  due.    (T.  D.  2663;  Mar.  8,  1918.) 

All  taxes  levied  by  general  taxing  authority,  includinjg  tax  imposed  and  paid 
under  act  of  October  3,  1917,  except  war  excess-profits,  income  taxes,  and  taxes 
assessed  against  local  benefits,  are  allowable  deductions.    (T.  D.  2690;  art.  8.) 

Inventories. 

Dealers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns  on 
basis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lower.  (T.  D.  2609; 
Dec.  19, 1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to  legality 
of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  will  be  tenta- 
tively accepted.    (T.  D.  2649;  Jan.  30,  1918.) 

Dealer  in  securities,  for  purposes  of  T.  D.  2609,  is  a  merchant  of  securities  whether 
an  individual^  partnership,  or  corporation,  with  an  established  place  of  business, 
and  whose  principal  business  is  the  purchase  of  securities  and  their  resale  to  cus- 
tomers; one  who,  as  a  mer^-hant,  buys  securities  and  sells  them  to  customers  with  a 
view  to  the  gains  and  profits  that  may  be  derived  therefrom.  (T.  D.  2649:  Jan.  30, 
1918.) 

Invested  capital — Average  for  year. 

Invested  capital  for  any  prewar  or  taxable  year  (or  where  tax  is  computed  upon 
basis  of  period  less  than  a  vear,  for  such  period)  is  average  invested  capital  for  year 
or  period  averaged  monthly,  according  to  these  rules:  (a)  Add  capital  for  eacn  of 
several  months  during  which  no  change  occurs,  and  average  capital  for  each  month 
in  which  change  occurs  and  divide  total  by  number  of  months  in  year  or  period: 
(b)  to  ascertain  capital  lor  any  month  in  which  change  occurs  multiply  capital  as  of 
rirst  day  of  month  bv  number  of  days  it  remains  constant  and  capital  after  each 
change  by  number  of  days  (including  day  on  which  change  occurs)  during  which  it 
remains  constant,  add  products,  and  divide  sum  by  number  of  days  in  month. 
(T.  D.  2694;  art.  43.) 

Computation. 

Appreciation  of  capital  assets  not  realized  by  sale  can  not  be  included  in  the 
computation  of  invested  capital.     (T,  D.  3051;  July  27, 1920.    Ct.  Dec.) 

Act  of  October  3,  1917^  Title  II,  undertakes  to  define  "invested  capital,''  and  in 
computing  invested  capital  it  is  necessary  to  come  within  the  definition  contained 
in  such  act.    (T.  D.  3061;  July  27,  1920.    Ct.  Dec.) 

Corporations  and  partnerships— Copyrights. 

Copyrights  paid  in  for  stock  or  shares  must  be  valued  at  either  actual  cash  value  at 
the  time  of  payment  or  the  par  value  of  the  stock  or  shares  issued  therefor,  whiclicvcr 
is  lower,    (T.  D.  2694;  art.  56.) 

Foreign  corporations  or  partnerships. 

In  case  of  domestic  corporations  or  partnerships  and  of  citizens  or  residents  of 
United  States  holding  stocic  in  foreign  corporation  part  of  whose  net  income  is  sub- 
ject to  income  tax,  there  shall  be  included  in  invested  capital  such  proportion  of 
value  of  stock  in  such  foreign  corporation  as  net  income  of  foreign  corporation  from 
sources  outside  of  United  States  is  of  its  entire  net  income.  (T.  D.  2694;  art.  46.) 
The  term  "invested  capital,"  when  used  with  reference  to  foreign  corporation  or 
partnership,  means  that  proportion  of  entire  invested  capital  as  denned  and  limited 
Dy  Regulations  No.  41  whicn  net  income  from  sources  within  the  United  States  is  of 
the  entire  net  income.    (T.  D.  2694;  art.  48.) 

■ Insurance  companies. 

Invested  capital  of  mutual  insurance  company  will  be  deemed  to  consist  of  any 
surplus  or  contingent  reserves  maintained  for  general  use  of  business,  plus  any  legal 
reserves,  net  additions  to  which  are  included  in  net  income  subject  to  tax— subject 
to  restrictive  provisions  of  article  44  of  Reflations  No.  41,  requiring  exclusion  of 
tax-free  aasets  other  than  United  States  obligationsi  invested  capital  of  stock  insur- 
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ance  company  will  be  deemed  to  consist  of  its  capital  stock,  {Mtid-in  or  earned  sur- 
plus,  and  undivided  profits  (subject  to  same  provisions  of  article  44)  computed  in 
accordance  with  provisions  of  article  53.    (T.  D.  2694;  art.  65.) 

Intang^ible  property. 

If  good  will,  trade-marks,  trade  brands,  franchises  of  a  corporation  or  partner- 
ship, or  other  intangible  property  has  been  purchased  with  stock  or  shares  issued 
prior  to  March  3,  1917,  amount  that  may  be  included  in  invested  capital  must  nor 
exceed  20  per  cent  of  par  value  of  total  stock  or  shares  outstanding  on  that  date,  not 
ivctual  value  of  asset  at  dale  acquired,  nor  par  value  of  stock  issued  in  payment  for 
the  asset.    (T.  D.  2694;  art.  57.) 

Twenty  per  cent  limitation  upon  intangible  property  purchased  prior  to  March  3, 
1917,  for  or  with  stock  or  shares  of  corporation  or  partnership,  applies  not  to  each 
item  or  class  of  intangible  property  sejpatetely,  but  to  aggregate  amount  of  all  such 
property  so  purchasSi,  which  may  be  included  in  invested  capital  only  up  to 
amoimt  not  exceeding  20  per  cent  of  total  stock  or  shares  on  ^larch  3,  1917,  even 
though  aggregate  amoimt  of  such  intangible  property  be  greater  in  voXuc  than  such 
20  per  cent  of  par  value  of  total  stock  or  shares;  intangible  property  purchased  prior 
to  March  3,  1917,  with  stock  ha\ing  no  par  value  may  be  included  in  invested 
capital  at  value  not  exceeding  actual  cash  value  at  time  of  purchase  and  in  amount 
not  exceeding  20  per  cent  of  total  shares  of  stock  outstanding  on  March  3,  1917, 
measured  by  their  value  as  at  date  or  dates  of  issue.    (T.  D .  2694 ;  art.  58.) 

Good  will  and  other  similar  intangible  assets  purchased  with  cash  or  tan^ble 
property  must  be  taken  at  value  not  in  excess  of  the  cash  or  actual  cash  value  of  the 
tangible  property  specifically  paid  therefor.    (T.  D.  2694;  art.  60.) 

Kixed  aggregate  of  tangible  and  intangible  property. 

Rules  governing  cases  where  stock  or  sliares  (or  stock  or  shares  and  bonds  or  other 
obligations)  have,  prior  to  March  3,  1917,  been  issued  for  a  mixed  ag^g^r^ate  of 
tangible  property'-,  patents  and  copyrights,  and  good  will  or  other  intangible  prop- 
erty, stated.    (T.  D.  2694;  art.  59.) 

Objection  to  method  of  determining. 

A  partner^iip  which  had  invested  capital  more  than  nominal  in  amount  am  not 
complain  of  refjulations  promulgated  or  of  the  method  employed  in  determining 
the  amount  of  such  capital,  where  the  arbitrary  or  supi)osititious  invested  capital 
fixed  upon  was  larger  in  amount  than  the  invested  capital  actually  poBsessed  and 
employed,  and  the  taxes  imposed  were  correspondingly  diminished.  (T.  D.  3080; 
Oct.  19,  1920,  Ct.  Dec.) 

' Patents. 

Patents  paid  in  for  stock  or  shares  mu5t  be  valued  at  either  actual  cash  value  at  the 
time  of  payment  or  the  par  value  of  the  stock  or  shares  issued  therefor,  whichever  is 
lower.    (T.  D.  2694;  art.  56.) 

Rule  for  computing. 

Every  corporation  or  nartnership  paying  taxes  at  graduated  rates  prescribed  in 
section  201  of  the  act  of  October  3,  1917,  shall  add  together  its  paid-in  capital  and  its 
paid-in  or  earned  surplus  and  undivided  profits  as  shown  by  its  books  at  beginning 
of  taxible  year^  and  total  thus  obtained  shall  be  adjusted  for  any  asset  or  item  whicli 
it  covers  that  is  not  carried  on  the  books  at  the  valuation  prescribed  by  law  or  by 
Regulations  No.  41;  when  necessary,  certain  stated  adjustments  shall  be  made,  and 
adjusted  total  of  capital  and  surplus  account  will  represent  invested  capital  at  be- 
ginning of  taxable  year,  except  where  admissnble  assets  are  less  than  amount  of  such 
adjusted  total,  when  invested  capital  must  be  further  reduced  to  amount  equal  to 
sum  of  admissible  assets;  where  change  has  been  made  during  taxable  year  in  amoimt 
of  invested  capital,  monthly  average  may  be  taken,  but  in  no  caBo'may  invested 
capital  include  any  surplus  or  undivided  profits  earned  during  taxable  year;  witli 
respect  to  taxable  vear  1917,  balance  sheet  as  at  first  day  and  also  sheet  as  at  close  of 
taxable  year  must  be  submitted,  and  thereafter  balance  sheet  as  at  close  of  each  year 
must  be  submitted.    (T.  D.  2694;  art.  53.) 

Property  of  member  of  partnership  deposited  \nth  bank  and  pledged  as  collateral 
security  for  the  repayment  of  a  loan  by  or  for  the  benefit  of  the  partnerehip  in 
pursuance  of  the  articles  of  partnership  is  part  of  the  invested  capital  of  such  part- 
nerehip.   (T.  D.  3080;  Oct.  19,  1920,  Ct.  Dec.) 
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Stock  returned. 

Wh^Ei  stock  of  corporation  issued  or  exchanged  for  property  (tangible  (x  intangible) 
is  returned  to  corporation  as  gilt  or  ior  consideration  substantially  less  than  its  par 
value,  stodt  so  returned  shall  not  be  treated  as  part  of  stock  issued  or  exchanged  for 
such  property;  proceeds  derived  in  cash  or  its  equivalent  from  resale  of  stock  so  re- 
turned snail,  however,  be  included  in  invested  capital  if  retained  and  employed  in 
business.    (T.  D.  2694;  art.  54.) 

■ '■ —  Surplus  and  undivided  profits. 

Profits  earned  during  any  taxable  year  or  prewar  year  shall  not  bo  included  in 
computation  of  invested  capital  for  such  ymr,  even  though  set  up  as  ' 'surplus" 
upon  books  or  distributed  in  form  of  stock  dividends.    (T.  D.  2694;  art.  61.) 

Under  clause  (3)  of  subdivision  (a)  of  section  207  of  the  act  of  October  3,  1917, 
authorizing  inclusion  in  invested  capital  of  earned  surplus  and  undivided  profits 
used  or  employed  in  business,  all  surplus  and  undivided  profits  (inclusive  of  un- 
divided profits  earned  during  year)  from  whatever  source  derived,  will,  unless  in- 
vested in  stocks,  bonds  (other  than  obligations  of  the  United  States),  or  other  assets, 
income  from  which  is  not  subject  to  excess  profits  tax,  be  deemed  to  be  used  or  em- 
ployed in  business  and  may  be  included  in  invested  capital.     (T.  D.  2694;  art.  62.) 

Where  through  failure  to  provide  for  depletion,  depreciatiwj,  obsolescence,  or  other 
expenses  or  losses,  or  where  for  any  cause  books  of  account  of  taxpa^rer  do  not  show 
true  paid-in  or  earned  surplus  and  undivided  profits,  in  computation  oi  invested 
capital  such  adjustments  shall  be  made  as  are  necessary  to  arrive  at  ccnrect  amount; 
where  taxpayer  claims  additions  to  capital  account,  books  of  account  will  be  pre- 
sumed to  show  true  facts,  and  burden  of  proof  will  rest  upon  taxpayer,  and  such 
additions  will  be  accepted  only  to  extent  and  under  certain  specifically  stated  con- 
ditions.   (T.  D.  2694;  art.  64.) 

For  purpose  of  determining  invested  capital,  under  Title  II  of  the  act  of  October 
3,  1917,  income  and  excess  profits  taxes  shall  be  deemed  to  have  been  paid  out  of 
the  net  income  for  the  taxable  year  for  which  such  taxes  are  levied;  amounts  jpayable 
on  account  of  income  and  excess  profits  taxes  for  any  year  may  be  included  in  com- 
puting surplus  and  undivided  profits  for  succeeding  year  only  for  proportionate  part 
of  year  represented  by  period  of  time  between  close  of  taxable  year  and  the  date  or 
dates  upon  which  sucn  taxes  become  due  and  payable.    (T.  D.  2791 ;  Feb.  17, 1919.) 

When  aD,  or  substantially  all,  of  stock  of  subsidiary  corporation  was  acquired  for 
cash,  cash  so  paid  shall  be  basis  to  be  used  in  determining  value  of  property  acquired; 
where  stock  of  subsidiary  company  was  acquired  with  stock  of  parent  company, 
amount  to  bo  included  in  consolidated  invested  capital  in  respect  of  company 
acquired  shall  bo  computed  in  same  manner  as  if  net  tangible  assets  and  intan^^ible 
assets  had  been  acquired  instead  of  the  stock;  if  in  accordance  with  such  acquisition 
a  paid-in  surplus  is  claimed,  such  claim  shall  be  subject  to  provisions  of  articles  55 
and  63  ol  Emulations  41.    (T.  D.  2901;  July  29,  1919.) 

Tangible  property. 

Tangible  property  paid  in  for  stock  or  shares  ptior  to  January  1,  1914,  must  be 
valued  at  either  actual  cash  value  on  January  1, 1914,  or  par  value  of  stock  or  shares 
specifically  issued  for  such  property,  whichever  is  lower;  allowance  may  be  made 
lor  apprsGiatian  where  original  stock  or  shares  were  speciikaUy  issued  in  exchange 
for  such  tangible  property:  tangible  property  paid  in  for  stock  or  shares  on  or  after 
January  1, 1914,  will  be  taken  at  actual  cash  \'alue  of  such  property  at  time  of  pay- 
ment irrespective  of  par  value  of  stock  or  shares.    (T.  D .  2694 ;  art.  55.) 

Where  tangible  property  has  been  conveyed  to  corporation  or  partnership  by  gift 
or  at  a  vsdue  accurately  ascertainable  or  definitely  Known,  as  at  date  of  convey- 
ance, clearly  and  substantially  in  excess  of  cash  or  other  value  of  stock  or  shares 
paid  therefor,  amount  of  excess  shall  be  deemed  to  be  paid-in  surplus;  adopted 
value  shall  not  cover  mineral  deposits  or  other  property  discovered  or  developed  after 
conveyance,  but  shall  be  confined  to  \'alue  accurately  ascertainable  or  definitely 
known  at  that  time;  evidence  tending  to  support  claim  for  paid-in  surplus  must 
be  as  of  date  or  conveyance  and  may  consist  of  appraisal  of  property  by  disinter- 
ested authorities,  sale  value  in  excess  of  real  estate,  and  market  price  in  excess  of  par 
value  of  stock  or  shares.    (T.  D.  2694;  art.  63.) 

—  Befinition. 

The  term  ''invested  Cfq)itar'  means  the  invested  capital  of  the  present  owner. 


(T.  D.  2694;  art.  42.) 
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Invested  capital— Continued. 

Definition — Continued. 

Art  of  October  3,  1917,  Title  II,  undertakes  to  define  "invested  capital,"  and  in 
computing  invested  capital  it  is  necessary  to  come  within  the  definition  contained 
in  such  act.    (T.  D.  3051;  July  27,  1920.    Ct.  Dec.) 

The  term  "invested  capital,"  as  used  in  section  209  of  the  act  of  October  3, 1917, 
includes  all  working  capital  consisting  of  money  or  property  employed  in  the  busi- 
ness or  for  its  benent,  and  furnished  or  paid  m  by  one  or  more  of  the  partners. 
(T.  D.  3080;  Oct.  19,  1920.    Ct.  Dec.) 

Depletion,  etc.,  allowance. 

Basis  of  computation  of  invested  capital  is  found  in  amount  of  cash  and  other 
propertv  paid  in,  which  computation  must  take  properly  into  account  surplus  and 
undividea  profits;  in  computation  of  such  surplus  and  undivided  profits  reco^ition 
must  first  be  given  expenses  incurred  and  losses  sustained  from  original  organization 
of  business  conceni  down  to  taxable  year,  including  reasonable  allowance  for  deple- 
tion, depreciation,  or  obsolescence  of  property  originally  acquired;  if  value  appre- 
ciation of  kind  not  subject  to  income  tax  (other  than  that  allowed  under  article 
55  of  Regulations  No.  41)  has  been  taken  up  m  accounts,  deduction  must  be  made 
in  respect  of  such  appreciation;  in  computation  of  invested  capital  for  any  year  full 
effect  must  be  given  to  any  liquidation  of  original  capital.    (T.  D.  2694;  art.  42.) 

Individuals — Computation. 

Subject  to  limitations  stated  invested  capital  of  individual  is  measured  by  total 
of  actual  cash  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents  and  copyrights,  and  good  will,  trade-marks,  trade-brands,  franchises, 
and  other  tangible  property.    (T.  D.  2694;  art.  66.) 

Invested  capital  of  individual  keeping  books  of  account  will  be  found  in  his 
capital  account  after  making  therein  adjustments  or  corrections  required,  provided 
that  assets  other  than  those  not  allowed  to  be  included  equal  or  exceed  sucn  capital 
account;  otherwise  invested  capital  shall  be  amount  of  such  assets;  individual  not 
keeping  books  of  account  must  prepare  statement  showing  assets  valued  in  accord- 
ance with  Regulations  No.  41  and  all  liabilities  and  excess  of  assets  over  liabilities  at 
banning  of  year  and  gain  at  end  of  year  will  constitute  invested  capital  on  those 
dates,  provided  assets  other  than  those  not  allowed  to  be  included  ec^ual  or  exceed 
amount  of  such  excess;  amount  of  difference  between  capital  as  at  beginning  of  year 
and  at  end  of  year  will  be  deemed  to  have  arisen  ratably  throughout  the  year,  and 
capital  at  beginning  of  year  will  be  increased  or  decreased  by  such  amount  averaged 
monthly  over  year;  invested  capital  of  one  engaged  in  more  than  one  trade  or  busi- 
ness having  invested  capital  will,  for  purpose  of  computing  deduction  and  applying 
rates  of  taxation,  be  determined  by  taking  total  invested  capital  of  all  such  trades  or 
businesses.    (T.  D.  2694;  art.  70.) 

Intangible  property. 

Patents  and  copyrights,  and  good  will,  trade-marks,  trade-brands,  franchises,  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangible 
propert}^  paid  therefor,  but  only  if  bona  fide  payment  was  made  therefor  specifically 
as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

• Nonresident  aliens. 

The  term  ''invested  capital,"  when  used  with  reference  to  a  nonresident  alien 
individual,  means  that  proportion  of  entire  invested  capital  as  defined  and  limited 
by  Regulations  No.  41,  which  net  income  from  sources  within  the  United  States  is 
of  the  entire  net  income.    (T.  D.  2694;  art.  48.) 

Profits  earned. 

Restriction  in  respect  of  undivided  profits  earned  during  taxable  year  imposed 
upon  corporations  and  partnerships  does  not  apply  to  individuals,  and,  unless 
otherwise  shown,  profits  remaining  in  trade  or  business  will  be  deemed  to  have 
arisen  ratably  throughout  the  year,  and  capital  at  beginning  of  year  may  be  increased 
by  total  amount  of  such  profits  remaining  in  trade  or  business,  averaged  monthly 
over  the  year.    (T.  D.  2694;  art.  69.) 

Tangible  property. 

Rules  for  valuation  of  tangible  property,  subject  to  requirements  of  article  42  of 
Regulations  No.  41  as  to  allowance  for  depletion,  depreciation,  and  obsolescencet 
stated;  presumed  that  tangible  assets  were  acquired  with  cash  either  paid  in  di- 
rectly or  derived  from  trade  or  business,  but  taxpayer  entitled  to  show  that  such 
assets  were  paid  in  as  tangible  property.    (T.  D.  2694;  art.  67.) 
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Invested  capital— Continued. 

Intangible  property. 

The  term  ** other  intangible  property,"  as  used  in  section  207  of  the  act  of  October 
3,  1917,  construed  to  mean  property  of  character  similar  to  good  will,  trade-marks, 
and  the  other  specific  kinds  of  property  enumerat  xi  in  same  clause;  stocks,  bonds, 
bills,  and  accounts  receivable,  notes  and  other  evidences  of  indebtedness,  and  lease- 
holds, when  paid  in  for  stock  or  shares  in  corporation  or  partnership,  will  be  regarded 
as  tangible  property  so  paid  in,  but  when  corporation  pays  for  intan^ble  property 
by  the  issuance  of  its  own  stock  or  bonds,  this  will  not  be  r^rded  as  being  a  payment 
bona  fide  made  in  cash  or  tangible  property  within  meaning  of  section  207.  (T.  D. 
2694;  art.  47.) 

Honey  or  other  property  borrowed. 

Term  "money  or  other  property  borrowed,"  as  used  in  section  207  of  act  of  October 
3,  1917,  and  Regulations  No.  41,  includes  not  only  cash  or  other  borrowed  property 
which  can  be  identified  as  such,  but  curront  liabilities  and  temporary  indeotedness 
of  all  kinds,  and  any  permanent  indebtedness  upon  which  taxpayer  is  entitled  to 
interest  deduction  in  computing  net  income;  corporation  whicn  under  income-tax 
law  may  deduct  only  part  of  entire  interest  paid  upon  indebtedness,  may  include 
in  invested  capital  sucn  proportion  of  permanent  indebtedness  as  amount  of  interest 
upon  such  indebtedness  which  corporation  is  not  allowed  to  deduct  is  of  total  amount 
of  interest  paid  upon  such  indebtedness  during  taxable  year.    (T.  D.  2694;  art.  44.) 

Prewar  period. 

Invested  capital  for  prewar  period  shall,  in  general,  be  determined  in  same  manner 
as  for  taxable  year,  except  that  valuation  as  of  January  1,  1914,  shall  not  apply  to 
tangible  property  paid  in  for  stock  or  shares.    (T.  D.  2694;  art.l.) 

—  Reorganization  of  trade  or  business. 

Trade  or  business  which  has  been  formally  organized  or  reorganized  on  or  after 
January  2,  1913,  but  which  is  substantially  a  continuation  of  trade  or  business  car- 
ried on  prior  to  that  date,  shall  be  deemed  to  have  been  in  existence  prior  to  that 
date,  and  invested  capital  of  predecessor  prior  to  that  date  shall  be  deemed  to  have 
been  its  invested  capital;  this  relates  to  prewar  period  and  does  not  apply  to  invested 
capital  for  taxable  year.    (T.  D.  2694;  art.  49.) 

Where  trade  or  business  is  reorganized,  etc.,  after  March  3, 1917,  if  interest  or  con- 
trol of  50  per  cent  or  more  remains  in  control  of  same  persons,  etc.,  or  any  of  them, 
then  in  ascertaining  invested  capital  no  asset  transferred  or  receivea  from  prior  trade 
or  business  shall  be  allowed  greater  value  than  would  have  been  allow^  in  com- 
puting invested  capital  of  sucn  prior  trade  or  business  if  such  asset  had  not  been  so 
transferred  or  received,  unless  such  asset  was  paid  for  specifically  as  such,  in  cash  or 
tangible  property,  and  then  not  to  exceed  actual  cash  or  actual  cash  value  of  tangible 
property  paid  therefor  at  time  of  such  payment.    (T,  D.  2694;  art.  50.) 

Scope  of  section  210,  Act  October  3,  1917. 

Section  210  of  the  act  of  October  3,  1917,  provides  for  exceptional  cases  in  which 
invested  capital  can  not  be  satisfactorily  determined;  in  sucn  cases  taxpayer  may 
submit  to  Commissioner  of  Internal  Revenue  affidavits  in  support  ol  claim  for 
assessment  under  provisions  of  the  section;  of  what  such  exceptional  cases  may  con- 
sist stated.    (T.  D.  2694;  art.  52.) 

—  Tangible  property. 

Stocks,  bonds,  bills  and  accounts  receivable,  notes  and  other  evidences  of  in- 
debtedness, and  leaseholds,  when  paid  in  for  stock  or  shares  in  corporation  or  partner- 
ship, will  be  regarded  as  tangible  property  so  paid  in,  but  when  corporation  pays 
for  intangible  property  by  the  issuance  of  its  own  stock  or  bonds,  this  will  not  be 
regarded  as  being  a  payment  bona  fide  made  in  cash  or  tangible  property  within 
meaning  of  section  207.    (T.  D.  2694;  art.  47.) 

—  Tax-free  securitieB. 

Whenever  income  consists  partly  of  gains  or  profits  subject  to  excess  profits  tax 
arising  from  trading  in  stocks,  bonds,  etc.,  dividends  or  interest  on  which  are  not 
subject  to  such  tax,  and  partly  of  such  dividends  or  interest,  then,  subject  to 
limitations  as  to  borrowed  money,  there  shall  be  included  in  invested  capital  an 
amount  which  bears  same  ratio  to  total  amount  invested  in  such  stock  or  bonds  as 
amount  of  such  gains  or  profits  bears  to  total  amount  of  such  income.  (T.  D. 
2694;  art.  .45.) 
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Invested  capital— Continued. 

■ Trade  or  business. 

Gains  or  profits  from  transactions  entered  into  for  profit,  but  which  are  isolatod, 
incidental,  or  so  infrequent  as  not  to  constitute  an  occupation,  and  income  from 
property  arising  merely  from  its  ownership^  including  interest,  rent,  and  similar 
income  from  investments,  except  in  c&ses  in  which  management  of  invoatmenUM 
really  constitutes  a  trade  or  business,  are  not  subject  to  excess  profits  tax,  aiul 
capital  from  which  such  gains  or  income  is  derived  shall  not  be  included  in  invested 
capital.    (T.  D.  2694;  art.  8.) 

Net  income — Classification. 

Net  income  subject  to  tax  is  divided  into  two  classes:  (a)  Net  income  derived 
from  trade  or  business  having  no  invested  capital  or  not  more  than  a  nominal  capital 
including  in  case  of  an  individual,  salaries,  wages,  fees,  or  other  compensations, 
and  (6)  net  income  derived  from  trade  or  business  having  invested  capital.  (T.  D . 
2694;  art.  14.)    See  next  paragraph. 

Trades  or  businesses  which  are  subject  to  the  tax  divided  into  two  classes,  aa  fol- 
lows: (a)  Trades  or  businesses  having  no  invested  capital  or  not  more  than  a  nominal 
capital,  including,  in  the  C9tse  of  individual  occupations  in  which  they  receive 
salaries,  wages,  fees,  or  other  compensations;  and  (6)  trades  or  businesses  having 
more  than  a  nominal  capital.    (T.  D.  3017;  May  3, 1920.    T.  D.  2694  amended.) 

Corporations— Foreign. 

The  net  income  of  a  foreign  corporation  or  partnerahip  is  the  net  income  from 
sources  within  the  United  States.     (T .  D.  2694 ;  art.  26. ) 

In  case  of  income  derived  by  coiporation  or  partnership  from  dividends  upon 
stock  of  foreign  corporation,  part  of  whose  net  income  is  subject  to  income  tax,  there 
shall  be  deducted  only  that  proportion  of  dividends  received  imon  such  stock 
which  net  income  of  such  foreip;n  corporation  from  sources  within  United  States  is 
of  entire  net  income;  where  dividends  upon  stock  of  foreign  corporation  are  received 
by  individual  as  part  of  income  from  trade  or  business,  there  shall  be  included  in 
net  income  that  proportion  of  dividends  received  whicn  net  income  of  corporation 
from  sources  outside  the  United  States  is  of  its  entire  net  income.  (T.  I).  2694; 
art.  27.) 

,^_  Prewar  period. 

Net  income  of  corporation  for  calendar  year  1911  is  computed  by  adding  (1) 
amount  of  net  income  shown  in  item  9  of  return  made  under  section  38  of  the  act 
of  August  5,  1909,  for  calendar  year  1911,  and  (2)  amount  of  taxes  paid  to  United 
States  within  calendar  year  1911  under  section  38  of  such  act.    (T.  D.  2694;  art.  29.) 

Net  income  of  corporation  for  calendar  year  1912  is  computed  by  adding  (1) 
amount  of  net  income  shown  in  item  9  of  return  made  under  section  38  of  the  act  of 
August  5, 1909,  for  calendar  year  1912,  and  (2)  amount  of  taxes  paid  to  United  States 
within  calendar  year  1912  under  section  38  of  such  act.     (T.  D.  2694;  art.  29.) 

Nut  income  of  corporation  for  calendar  year  1913  is  computed  by  adding  (1) 
amount  of  entire  net  income  shown  in  item  8  of  return  made  under  Section  II  of 
the  act  of  October  3, 1913,  for  calendar  year  1913,  and  (2)  amount  of  taxes  paid  within 
calendar  year  1913  under  section  38  or  tlie  act  of  August  5,  1909,  and  Section  II  or 
IV  of  the  act  of  October  3, 1913,  and  deducting  from  total  the  amounts  received  dur- 
ing calendar  year  1913  as  di\'idend8  upon  stock  or  from  net  earnings  of  other  cor- 
porations,  etc.,  subject  to  income  tax  imposed  by  Section  11  of  the  act  of  October  3, 
1913.     (T.  D.  2694;  art.  29.) 

Salaries. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in 
business,  in  paving  all  or  portions  of  resular  compensation  of  officers  or  empK>yees, 
who  have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  military  forces 
of  the  United  States,  or  have  undertaken  services  for  the  Government  at  reduced 
or  nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1,  1918.) 

Taxable  year. 

Net  income  of  corporation  for  taxable  year  determined  by  adding  (1)  amount 

.    of  net  income  returned  for  income  year,  as  provided  in  Title  I  of  the  act  of  September 

8,  1916,  as  amended,  and  (2)  amount  received  as  interest  on  obligations  of  Ifnited 
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Net  income — Continued. 

Corporations — Continued. 

Taxable  year— Continued. 

States,  issued  after  September  2i,  1917  Tother  than  interest  received  on  amount 
of  such  obligations  aggregate  principal  of  wnich  does  not  exceed  $5,000),  and  deduct- 
ing from  total  the  amounts  received  during  year  as  dividends  upon  stock  or  from 
net  earnings  of  other  corporations,  etc.,  subject  to  income  tax  imposed  by  Title  I 
of  such  act  of  September  8^  1916,  as  amended,  except  as  otherwise  provided  in 
article  27.    (T.  D.  2894;  art.  28.)    But  see  T.  D.  2762;  Oct.  18,  1918. 

Bxemptionft. 

Incomes  exempt  from  taxation  under  section  4  of  the  act  of  September  8,  1916,  as 
amended,  incomes  derived  from  business  of  life,  heidth,  and  accident  insurance 
combined  in  one  policy  issued  on  weekly  premium  payment  plan  and  compensa- 
tion or  fees  received  by  officers  and  employees  imder  the  United  States,  or  any 
State,  Territory,  or  the  District  of  Columbia,  for  their  services  as  such,  are  exempt 
from  tax.    (T.  D.  2694;  art.  25.) 

Individuals — Contributions  for  religious,  etc.,  purposes. 

Contributions  or  ^fts  for  religious,  charitable,  etc.,  purposes  allowed  as  deduc- 
tion for  purposes  of  income  tax  under  paragraph  ninth  of  subdivision  (a)  of  section 
5  of  the  act  of  September  8,  1916,  as  amended,  may,  subject  to  limitations  therein 
contained,  be  deducted  in  computing  net  income  of  trade  or  business  only  when 
shown  to  satisfaction  of  Commissioner  of  Internal  Revenue  that  such  contributions 
or  gifts  are  made  by  trade  or  business  and  not  by  individual  in  his  personal  capacity. 
(T.  D.  2694;  art.  37.) 

Invested  capital. 

Article  18  of  Regulations  No.  41  applies  only  to  cases  in  which  Secretary  of  the 
Treasury  is  unable  satisfactorily  to  determine  invested  capital  for  the  taxable 
year  (includine  cases  arising  under  article  52  of  such  regulations);  if  deduction  is  so 
dotermined  only  upon  ^und  that  Secretary  is  unable  satisfactorily  to  determine 
amount  of  investea  capital  for  prewar  period,  but  invested  capital  for  taxable  year 
can  be  satisfactorily  determined,  the  graduated  rates  prescribed  by  section  201  of  the 
act  of  October  3, 1917,  will  be  applied  upon  the  basis  of  such  actual  invested  capital 
for  the  taxable  year  and  not  upon  basis  of  constructive  capital;  if  neither  income 
nor  invested  capital  for  prewar  period  can  be  satisfactorily  determined  by  tho 
Secretary,  deduction  will  be  computed  under  section  205  (article  23  of  such 'regu- 
lations) if  invested  omital  for  taxable  year  can  be  satisfactorily  determined,  but  if 
such  capital  can  not  be  satisfactorily  determined  deduction  will  be  computed  as 
pro\'ided  by  section  210  (article  24  of  such  regulations).     (T.  D.  2683;  Mar.  26, 1918. 

Net  income  derived  from  trade  or  business  having  invested  capital  (constituting 
net  income  of  class  B  as  defined  in  article  14  of  R«;u]ationB  No.  41)  determined  for 
taxable  year  by  adding  total  net  income  from  such  sources  (or  in  case  of  nonresi- 
dent alien  individual  total  net  income  from  such  sources  within  United  States)  as 
reported  for  income-tax  purposes  for  same  year  and  deducing  therefrom  deduction, 
if  any,  for  salary  allowed  oy  article  39,  if  such  deduction  has  not  already  been  made; 
amounts  received  upon  stock  or  from  net  earnings  of  corporations,  etc.,  subject  to 
income  tax,  shall  be  excluded;  amount  received  as  interest  on  obligations  of  I'uited 
States  issued  after  September  24,  1917  (other  tlian  interest  received  on  amount  of 
such  obligations  aggregate  principal  of  which  does  not  exceed  $5,000),  and  such 
proportion  of  dividends  received  upon  stock  of  foreign  corporations  as  is  required 
to  be  included  by  article  27  of  Regulations  No.  41,  shall  be  included  in  case  of 
indi\Hldual  dealing  in  securities  or  otherwise  usin/»  securities  in  trade  or  business. 
(T.  D.  2694;  art.  36.)    See  T.  D.  2762;  Oct.  18,  1918. 

Net  income  derived  from  trade  or  business  having  invested  capital  (constituting? 
net  income  of  class  B  as  defined  in  article  14  of  Regulations  No.  41),  shall  be  deter- 
mined for  each  of  the  calendar  years  1911,  1912,  and  1013,  upon  same  basis  and  in 
same  manner  as  is  provided  in  article  36.    (T.  D.  2694;  art.  38.) 

• Nominal  capital. 

Net  income  derived  from  trade  or  business  having  no  invested  capital  or  not 
more  than  nominal  capital,  including  salaries,  wages,  fees,  or  other  compensation 
(constituting  net  income  of  class  A  as  defined  in  article  14  of  Rc^gulations  41)  is 
determined  for  taxable  year  by  adding  total  net  income  from  all  such  sources  (or 
in  case  of  nonresident  alien  individual  total  net  income  from  all  such  sources  within 
United  States)  as  reported  for  income-tax  purposes  for  same  year.  (T.  D.  2694; 
art.  35.) 
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Net  income — Continued. 

IncUyidualfl — Continued. 

Nonresident  aliens. 

Net  income  of  nonresident  alien  individuals  is  the  net  income  from  sources  within 
United  States.    (T.  D.  2694;  art.  26.) 

Partners. 

Partner  in  individual  capacity  is  subject  to  tax,  if  any,  at  8  per  cent  rate  under 
article  15  of  Regulations  No.  41  with  respect  to  any  salary  or  compensation  from 
partnership  for  personal  ser\'ices  (including  any  amounts  allowed  to  partnership 
as  deduction  on  his  account  for  period  prior  to  March  1, 1918).    (T.  D.  2694;  art.  32.) 

Partner  in  individual  capacity  is  not  considered  to  be  engaged  in  trade  or  busi- 
ness with  respect  to  share  in  profits  of  partnership,  and  so  is  not  subject  to  excess 
profits  tax  thereon;  consequently,  in  computing  net  income  he  need  not  include 
nis  share  of  partnership  profits,  but  must,  in  computing  net  income  of  class  A  under 
article  35  of  Regulations  No.  41,  include  any  salary  or  compensation  from  partner- 
ship for  personal  8er\'ices  (including  any  amount  allowed  to  partnership  as  deduc- 
tion on  his  account  for  period  prior  to  March  1,  1918,  in  accordance  with  article  32). 
(T.  D.  2694;  art.  41.) 

Salaries. 

Amounts  expended  by  corporations,  partnerships,  or  indi\dduals  engaged  in 
business,  in  paving  all  or  portions  of  regular  compensation  of  oflScers  or  employees, 
who  have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  military  forces 
of  the  United  States,  or  have  undertaken  services  for  the  Government  at  reduced 
or  nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1,  1918.) 

Individual  carrying  on  trade  or  business  having  invested  capital  may  in  com- 
puting net  income  deduct  reasonable  amount  designated  by  him  as  salary  or  com- 
pensation for  personal  service  actuallv  rendered  in  conduct  of  such  trade  or  busi- 
ness, but  in  no  case  shall  amount  so  designated  be  in  excess  of  salaries  or  compen- 
sation customarily  paid  for  similar  service  by  corporations  or  partnerships  engaged 
in  similar  trades  or  businesses;  amount  deducted  in  case  of  nonresident  alien  limited 
to  that  portion  of  salary  or  compensation  which  is  for  service  rendered  with  respect 
to  trade  or  business  carried  on  in  United  States;  amount  so  designated  shall  be 
included  in  computing  net  income  of  class  A  under  article  35  of  Regulations  No. 
41  and  balance  of  income  shall  be  included  in  computing  net  income  of  class  B 
under  article  36.    (T,  D.  2694;  art.  39.) 

If,  in  computing  net  income,  individual  deducts  reasonable  amount  designated 
as  salary  or  compensation  for  personal  services  rendered  by  himself,  as  allowed  by 
article  39,  he  must  also,  in  computing  net  income  for  prewar  period,  make  corre- 
sponding deduction.    (T.  D,  2694;  art.  40.) 

Interest  on  United  States  bonds,  etc. 

Interest  received  on  all  United  States  bonds  and  certificates  exempt  from  normal 
income  tax  need  not  be  included  in  gross  income  in  return  made  for  purpose  of  the 
2  per  cent  tax  or  the  4  per  cent  tax,  but  interest  on  bonds  and  certificates  issued 
under  the  act  of  Septemoer  24,  1917,  in  excess  of  interest  on  $5,000  aggregate  prin- 
cipal amount  of  such  bonds  and  certificates  must  be  included  in  net  income  upon 
which  war  excess-profits  tax  is  computed.    (T.  D.  2690;  art.  100.) 

^—  Partnership — Foreigii. 

The  net  income  of  a  foreign  corporation  or  partnership  is  the  net  income  from 
sources  within  the  United  States.     (T.  D.  2694;  art.  26.) 

Interest  on  loans  by  partners. 

Partnership  may  deduct  amounts  paid  during  year  to  individual  partner  as 
interest  upon  any  bona  fide  loan,  but  no  deduction  for  so-called  interest  upon 
capital  will  be  aflowed.    (T.  D.  2694;  art.  33.) 

Where  partnership  makes  deduction  of  amounts  paid  to  individual  partner  as 
interest  on  loan,  it  must  also  in  computing  net  income  for  prewar  period,  make 
corresponding  deduction  for  any  such  interest  actually  paid  during  that  period. 
(T.  D.  2694;  art.  34.) 


Digitized  by  VjOOQIC 


EXCESS  PROFITS  TAX,  225 

Net  income— Gontiniied. 

Partnerahip — dontinued. 

Prewar  period. 

Net  income  for  each  of  calendar  years  1911,  1912,  and  X913,  determined  in  same 
manner  as  net  income  for  taxable  year,  except  that  dividends  upon  stock  or  from 
net  earnings  of  corporations,  etc.,  subject  to  tax  imposed  by  section  38  of  the  act 
of  August  5, 1909,  or  by  Section  II  of  the  act  of  Octooer  3, 1913,  shall  be  deducted. 
(T.  D.  2694;  art.  31.) 


-  Salaries. 


Partnership  may  deduct  as  expense  reasonable  salaries  or  compensation  paid 
partners  for  services  actually  rendered  during  taxable  year,  if  payments  are  made 
in  accordance  with  prior  agreements  and  are  properly  recorded  on  partnership 
books;  deduction  win  be  allowed  for  services  actually  rendered  in  period  prior  to 
March  1,  1918,  regardless  of  whether  previous  agreement  has  been  made  as  to  con^- 
pensation;  deduction  in  case  of  foreign  partnership  limited  to  portions  of  salaries 
or  compensation  paid  for  services  rendered  with  respect  to  trade  or  business  carried 
on  in  United  States.    (T.  D.  2694;  art.  32.) 

Where  partnership  makes  deduction  for  salaries  paid  to  partners  during  taxable 
year,  it  must  also,  in  computing  net  income  for  prewar  period,  make  corresponding 
deduction.    (T.  D.  2694;  art.  34.) 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in 
business,  in  paving  all  or  portions  of  regular  compensation  of  officers  or  employees, 
who  have  for  all  or  part  of  the  period  or  the  war  joined  the  naval  or  mOitary  forces 
of  the  United  States,  or  have  undertaken  services  for  the  Government  at  reduced 
or  nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  oif  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1,  1918.) 


-  Taxable  year. 


Net  income  determined  by  adding  amount  of  entire  net  income  ascertained  as 
provided  with  respect  to  individuals  for  income-tax  purposes  by  Title  I  of  the  act 
of  September  8,  1916,  as  amended,  including  amounts  received  during  year  as 
interest  on  obligations  of  United  States  issued  after  September  24,  1917  (other  than 
interest  on  obligations  aggregate  principal  of  which  does  not  exceed  $5,000)  and 
deducting  therefrom  (1)  amounts  received  during  taxable  year  as  dividends  upon 
stock  or  from  net  earnings  of  corporations,  etc.,  subject  to  income  tax  imposed 
by  said  Title  I,  except  as  otherwise  provided  in  article  27,  and  (2)  deductions,  if 
anv,  for  salaries  or  interest  allowed  by  articles  32  and  33,  if  such  deductions  have 
not  already  been  made.    (T.  D.  2694;  art.  30.)    See  T.  D.  2762;  Oct.  18,  1918. 

Nominal  capital— Agents  and  brokers. 

Agents  and  brokers  requiring  and  using  no  capital  or  merely  a  nominal  capital 
in  their  business  are  taxaole  under  article  15  of  regulations  No.  41,  but  commission 
houses  regularly  employing  substantial  amount  of  capital,  whether  to  lend  to 
principals  or  to  carry  goods  on  their  own  account,  are  not  deemed  to  be  agents  or 
orokers  and  are  taxable  under  provisions  of  article  16.    (T.  D.  2694;  art.  73.) 

Members  of  a  partnership  who  are  paid  neither  a  salary  nor  commissions  for  their 
services,  but  who  buy  and  sell  lumber  and  undertake  and  assume  all  the  risks  and 
enjoy  all  the  benefits  of  a  merchandising  business,  employing  a  large  amount  of 
capital,  are  not  brokers.    (T.  D.  3080;  Oct.  19,  1920.    Gt.  Dec.) 

Definition. 

The  term  * 'nominal  capital,''  as  used  in  section  209  of  the  act  of  October  3, 1917, 
means  in  general  a  small  or  negligible  capital  whose  use  in  a  particular  trade  or 
business  is  incidental;  certain  businesses  not  construed  as  having  nominal  capital 
for  purposes  of  excess  profits  tax,  named.    (T.  D.  2694;  art.  74.) 

Professional  or  personal  services. 

Section  209  of  the  act  of  October  3,  1917,  applies  primarily  to  occupations,  pro- 
fessions, trades,  and  businesses  engaged  principally  in  rendering  personal  service 
in  which  employment  of  capital  is  not  necessary,  and  earnings  of  which  are  to  be 
asCTibed  primarily  to  activities  of  owners;  in  determining  whether  trade  or  business 
is  taxable  under  article  15  of  Regulations  No.  41,  no  weight  will  be  given  to  fact 
that  it  is  carried  on  by  means  of  personal  ser\TLce  unless  principal  owners  i^re  regu- 
larly engaged  in  active  conduct  of  the  trade  or  business.    (T.  D.  2694;  art.  71.) 
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Nominal  capital— Continued. 

Professional  or  personal  services — Continued. 

Business  concerns  which  render  professional  or  personal  service  and  are  of  the  class 
normally  taxable  under  article  15  of  Regulations  No.  41,  shall  not  be  taken  out  of 
that  class  merely  because  of  size  of  capital  if  employment  of  such  capital  is  necessi- 
tated by  delay  and  irregularity  in  receipt  of  fees,  etc.,  or  if  such  capital  is  wholly 
or  mainly  used  as  fund  from  which  to  ad\*ancc  salaries,  wages,  etc.,  or  to  pro\'ide 
office  furniture,  accommodations,  and  equipment,  nor  becauBe  of  form  of  oiiganiza- 
tion,  whether  corporation  or  partnership,  nor  in  case  of  partnership,  because  of 
number  of  partners.     (T.  D.  2694;  art.  72.) 

In  determining  liability  under  section  209  of  the  act  October  3,  1917,  income 
derived  from  a  single  timber<land  deal  by  a  partnership,  whose  principal  business 
is  dealing  in  lumber,  can  not,  by  reason  of  section  201  of  the  act,  be  considered  and 
treated  separate  and  apart  from  other  partnership  income  or  profits.  (T.  D.  3C83; 
Oct.  19,  1920.    Ct.  Dec.) 

Payment  by  check — Collecting  taxes  for  which  bad  checks  tendered. 

Taxpayers  whose  checks  have  been  returned  uncollected  by  depositary  baiik 
should  be  immediately  notified  to  make  checks  good ;  if  taxpayer  fails  to  do  so, 
collector  should  proceed  to  collect  taxes  by  usual  methods,  aa  tnough  no  check  had 
been  given.    (T.  D.  2666;  Mar.  8,  1918.) 

Collection  at  par. 

All  checks  in  payment  of  excess-profits  tax  must  be  colloctiblo  at  par  (without 
any  deduction) ;  taxpayers  who  are  not  sure  that  their  checks  will  be  paid  at  par 
should  be  advised  to  write  beneath  the  amount  *"  without  deduction  for  exchange, ' ' 
or  "with  exchange'*;  collector  not  required  to  examine  all  checks  to  see  whether 
they  are  collectible  at  par;  if  bank  on  which  check  is  drawn  refuses  to  pay  it  at  par, 
it  will  be  returned  through  depositary  bank  and  should  be  treated  in  same  manner 
as  a  bad  check.    (T.  D.  2666;  Mar.  8,  1918.) 

• Correctin^^  assessment  list  in  case  of  bad  check. 

In  cases  where  checks  have  been  returned  uncollected  by  depositary  banks, 
if  recapitulati(m  of  assessment  list  for  the  month  has  not  yet  been  sent  to  the  C-om- 
missioner,  original  entry  of  payment  should  be  canceled,  and  at  the  same  time 
there  should  be  noted  in  the  '"Kemarks"  colunm  "Check  returned  unpaid;  trans- 
ferred to  p.  — ,  1  — ,"  with  the  date,  and  the  item  should  be  reentered  in  the  unpaid 
section  of  the  list,  with  the  notation  "  Transferred  from  p.  — ,  1  — . ' '  There  should 
be  submitted  in  support  of  the  new  entry  a  copy  of  the  collector's  letter  to  the  tax- 
payer with  regard  to  the  nonpayment  of  the  check;  if  monthly  recapitulation  has 
gone  forward,  note  should  be  made  in  the  "Remarks"  column,  opposite  the  origi- 
nal entry,  "Checks  returned  unpaid,"  with  the  date.     (T.  D.  2666;  Mar.  8,  1918.) 

— -  Out-of-town  check. 

All  out-of-town  checks  for  which  depositary  bank  is  unwilling  to  issue  immediate 
certificate  of  deposit  to  credit  of  Treasurer  of  United  States,  should  be  deposited 
separately  in  collection  account,  as  provided  in  T.  D.  2627;  collection  account  will 
be  charged  and  Treasurer's  general  account  credited  by  issuance  of  certificate  jof 
deposit  on  Form  15.    (T.  D.  2666;  Mar.  8,  1918.) 

- —  Bedenxption  of  bad  checks. 

Where  check  for  which  certificate  of  deposit  to  credit  of  Treasurer  of  the  United 
States  has  been  issued  is  retiu-ncd  to  depositary  bank  unpaid,  collector  will  bo 
promptly  notified  and  check  held  for  few  days,  diu-ing  which  time  collector  should 
make  effort  to  recover  amount  from  taxpayer;  if  amount  is  recovered,  collector 
should  immediately  turn  it  over  to  depositary  in  exchange  for  bad  check,  which 
should  be  returned  to  the  drawer,  but  it  amount  is  not  recovered  within  reasonable 
time,  depositary  will  return  check  with  letter  of  transmittal  and  ask  receipt  from 
collector,  which  receipt  should  be  given  in  duplicate,  and  depositary  will  chaige 
amount  to  Treasurer's  account  in  next  daily  transcript.    (T.  D.  2666;  Mar.  8,  1918.) 

Where  check  deposited  in  collection  account  is  returned  unpaid,  and  no  certi- 
ficate of  deposit  on  Form  15  covering  the  amount  thereof  has  been  issued,  amount 
of  check  will  bo  charged  by  depositary  to  the  collection  account,  after  being  held 
in  a  suspense  account  for  a  few  days  while  an  effort  is  made  to  recover  amount  from 
taxpayer.    (T.  D.  2666;  Mar.  8,  1918.) 

IJnoertified  checks,  acceptance  of. 

If  uncertified  check,  accepted  by  collectors,  is  not  paid,  person  by  whom  it  has 
been  tendered  remains  liable  for  tax;  such  uncertified  chocks  depositary  bank  is 
^Tilling  to  accept  should  be  included  in  certificates  of  deposit  issued  to  collector; 
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Payment  by  check — Continued. 

Uncertified  checks,  acceptance  of — Continued. 

all  other  certificates  will  be  carried  by  collector  a^  ''caah  on  hand*' ;  date  on  which 
collector  receives  check  ciMisidered  date  on  which  payment  is  made  unless  check  is 
returned  dishonored;  such  uncertified  checks  as  bank  is  not  willing  to  accept  for 
immediate  credit  may  be  deposited  for  collection,  and  when  collection  is  made 

{)roceeds  should  be  immediately  deposited  with  other  collections  for  the  day,  col- 
ector  charging  his  account  "cash  on  hand,"  and  crediting  taxpayer  from  whom 
check  was  received.    (T.  D.  2627;  Dec.  28,  1917.) 

Bate  of  tax. 

Tax  upon  trades  or  businesses  having  no  invested  capital,  etc.,  is  computed  at 
rate  of  8  per  cent  on  net  income  thereof  in  excess  of  $3,000  in  csme  of  dom&'^tic 
corporation;  upon  net  income  thereof  in  excess  of  SO, 000  in  case  of  domestic  partner- 
ship or  of  citizen  or  resident  of  United  States;  and  upon  net  income  thereof  without 
deauction  in  case  of  foreign  corporation  or  partnersliip  or  of  nonresident  alien 
indi\'idual.     (T.  D.  2694;  art.  15.     Amended  by  T.  D.  3011;  May  3,  1920.) 

Tax  upon  trades  or  businesses  having  more  tlian  nominal  capital  is  compute^l  at 
following  rate."!:  20  per  cent  of  amount  of  net  income  in  excess  of  deduction  and  not 
in  excess  of  15  per  cent  of  invested  capital  for  taxable  year:  25  per  cent  in  excess 
of  15  per  cent  and  not  in  excess  of  20  i)er  cent  of  such  capital;  35  per  cent  in  excess 
of  20  per  cent  and  not  in  excess  of  26  per  cent  of  such  capital;  45  per  cent  in  excess 
of  25  per  cent  and  not  in  excess  of  33  per  cent  of  such  capital;  and  60  per  cent  in 
excess  of  33  per  cent  of  such  capital.  (T.  D.  2G94;  art.  10.  Amendea  by  T.  D. 
8017;  Maya,  1920.) 

Where  deduction  is  determined  under  article  24  of  Regulations  No.  41,  invested 
capital  for  purpose  of  applying  rates  under  article  16  shall  be  deemed  to  be  an 
amount  bearing  same  ratio  to  net  income  of  trade  or  business  for  taxable  year  which 
average  invested  capital  for  corresi>onding  calendar  year  of  representative  corpo- 
rations, ete.,  engaged  in  like  or  similar  trade  or  business  bears  to  their  average  net 
income;  in  determining  ratio,  commissioner  will  include  invested  capital  and 
net  income  of  representative  corporations  and  partnerships  for  fiscal  years  ending 
dunn^  such  calendar  year,  and  in  case  of  corporation  or  partneiship  which  hsUa 
fixed  Its  own  fiscal  year,  ratio  determined  for  calendar  year  ending  during  such 
fiscal  year  shall  be  used.    (T.  D.  2694.  art.  18.) 

Where,  during  the  year  1917,  a  partnersliip  had  invested  capital,  more  than 
nominal  in  amount,  exc^s  profits  taxes  upon  its  income  could  not  be  assessed  at 
the  lower  rate  by  section  209  of  the  act  of  October  3,  191? .  (T.  D.  3080;  Oct.  19, 
1920.    Ct.  Dec.) 

Heplacement  fund. 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 
cates of  authority  from  Secretary  of  Treasury  as  acceptable  sureties  on  Federal 
bonds  will  be  approved  as  sureties  or  depositaries  under  Schedules  B  and  C  of  Form 
1114,  proecribed  by  T.  D.  2733,  on  application  for  establishment  of  replacement 
fund  in  case  of  property  requisitioned  for  war  uses  or  lost  or  destroyed  in  whole  or 
in  part  through  war  hazards,  as  permitted  by  T.  D.  2706.  (T.  D.  2755;  Aug.  26, 
1918.) 

Ketums — Affiliated  corporations. 

See  "Consolidated  returns  of  affiliated  corporations,'*  aiiu, 
Amoont  of  income. 

A  domestic  corporation  or  partnership  or  a  citizen  or  resident  of  the  United  States 
entitled  to  make  return  for  a  period  of  less  than  full  year,  will  be  required  to  make 
such  return,  if  net  income  for  such  period  is  at  rate  of  $3,000  per  year  or  more,  in  the 
case  of  a  corporation,  or  of  $6,000  per  year  or  more  in  the  case  of  a  partnership  or 
individual.    (T.  D.  2689;  Apr.  1,  1918.) 

Corporations. 

A  domestic  coTp(Mration,  entitled  to  make  return  for  period  less  than  full  year,  will 
be  required  to  make  such  zetum  if  not  incixne  for  such  period  is  at  rate  of  $3,000 
pa-  year  or  more.    (T.  D.  2689;  Apr.  1,  1918.) 

CreditB. 

Corporation  which  was  dissolved  in  1917,  prior  to  passage  of  the  act  of  October  3, 
1917,  will  make  return  from  Form  1031,  revised,  covering  period  in  1917  during 
which  it  was  in  business  prior  to  its  dissolution;  if  it  shall  have  previously  made 
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Betama — Continued. 

Credits — Continued. 

return  covering  this  period  and  shall  have  paid  any  excess-profits  tax  under  act  of 
March  3,  1917,  it  shaU  be  entitled  to  credit  for  amount  of  tax- so  paid' against 'any 
excess  profits  tax  assessed  against  it  under  Title  II  of  the  act  of  October  3,  1917. 
(T.  D.  2690;  art.  61.) 

Inspection. 

When  it  becomes  necessary  for  the  department  to  furnish  returns  or  copies  thereof 
for  use  in  legal  proceedings,  inspection  of  such  retiurns  or  copies  that  necessarily 
results  from  such  use  is  permitted.     (T.  D.  2961 ;  Jan,  7, 1920.) 

Return  of  p^trtnership  shall  be  open  to  inspection  by  officers  and  emplovees  of 
Treasury  De|>artment  whose  official  duties  require  such  inspection  and  by  the 
Salicitor  of  Internal  Revepue;  and  by  any  individual  (or  his  duly  constituted  at- 
torney in  fact  or  legal  representative)  who  was  member  of  such  i)artnerBhip  aiuing 
any  part  of  time  covered  oy  the  return,  upon  satisfactory  evidence  of  such  fact  being 
furnished.    (T.  D.  2961 ;  Jan.  7,  1920.) 

Except  as  to  returns  or  copies  thereof  for  use  in  legal  proceedings,  returns  may  be 
inspected  only  in  the  office  of  Commissioner  of  Internal  Revenue,  Washington, 
D.  C.     (T.  D.  2961;  Jan.  7, 1920.) 

Written  statement  filed  with  Commissioner  designed  to  be  supplemental  to  and 
to  become  part  of  tax  return  shall  be  subject  to  same  rules  and  regulations  as  to  in- 
spection as  are  tax  returns  themselves.     (T.  D.  2961;  Jan.  7,  1920.) 

A  person  who,  under  the  regulations,  is  permitted  to  inspect  a  return  may  make 
and  t'jkke  copv  thereof  or  memorandum  oi  data  contained  therein.  (T.  D.  2961; 
Jan.  7, 1920.) 

Except  as  otherwise  provided.  Commissioner  may,  in  his  discretion,  upon  written 
application  setting  fortn  fully  reasons  for  request,  grant  permission  for  inspection  of 
returns;  application  will  be  considered  by.  Commissioner  and  decision  reached  by 
him  whetner  applicant  has  met  conditions  imposed  by  regulations  and  Whether 
reisoDS  advanced  for  permission  to  inspect  are  sufficient  to  permit  the  inspection; 
such  written  application  is  not  required  of  officers  and  employees  of  the  Troasury 
Department  whose  official  duties  require  inspection  of  a  return,  or  of  tlie  Solicitor 
of  Internal  Revenue.    (T.  D.  2961;  Jan.  7,  1920.) 

Return  of  corporation  shall  be  open  to  inspection  by  officers  and  employe^ 
of  Treasury  Department  whose  official  duties  require  such  inspection  and  r»y'the 
Solicitor  of  Internal  Revenue;  upon  satisfactory  evidence  of  identity  and  ofecial 
position,  by  the  president,  vice  president,  secretary,  or  treasurer  of  sucn  corporation, 
or,  if  none,  its  principal  officer;  and  by  a  stockholder  of  such  corporation  under 
certain  circumstances.     (T.  D.  2961 ;  Jan.  7, 1920.) 

iStockholder  of  recora  owning  1  per  cent  or  more  of  the  stock  of  the  outstanding 
stock  of  a  corporation  may  be  permitted  to  inspect  its  return ;  permission  will  only  be 
granted  upon  application  in  writing  to  Commissioner  accompanied  bv  affidavit 
shoeing  certain  facts;  thisprivilege  of  inspection  is  personal  and  will  be  granted 
only  to  the  stockholder.     (T.  D.  2961;  Jan.  7,  1920.) 

WTien  head  of  executive  department  Cother  than  Treasury  Department)  or  any 
other  United  States  Government  establishment,  desires  inspection  of  return  in 
connection  with  some  matter  officially  before  him,  the  inspection  may,  in  discretion 
of  Secretary  of  the  Treasury,  be  permitted  upon  written  application  to  him  by  head 
of  such  department  or  other  Government  establishment,  such  application  to  be 
signed  by  such  head  and  to  show  why  inspection  is  desired,  name  and  address  of 
taxpayer  who  made  return,  and  name  and  official  desif^nation  of  one  it  is  desired 
shall  inspect  the  return ;  the  reason  submitted  for  permission  to  inspect  the  return 
shall  be  coriiJidered  by  the  Secretary  and  decision  reached  by  him  whether  reasons 
are  sufficient  to  permit  inspection.     (T.  D.  2961;  Jan.  7,  1920.) 

Original  income  retium  or  copy  thereof  may  be  furnished  by  Commissioner  to 
United  States  attorney  for  use  as  evidence  before  United  States  grand  jury  or  in 
litigation  in  any  court,  where  the  United  States  is  interested  in  the  result,  or  for  use 
in  preparation  for  such  litigation,  or  to  attorney  connected  with  Department  of 
Justice  designated  by  .Attorney  General  to  handle  such  matters  if  and  when  Attorney 
General  states  to  Commissioner  in  writing  that  such  attorney  is  so  designated; 
return  or  copy  thereof  thus  furnished  must  be  limited  in  use  to  purpose  for  which 
furnished  and  is  imder  no  conditions  to  be  made  public,  except  wnere  publicity 
necessarily  results  from  such  use;  where  original  return  is  necessary,  it  shall  be . 
placed  in  evidence  by  the  Commissioner  for  that  purpose,  and  after  being 
placed  in  evidence  it  shall  be  returned  to  files  in  office  of  Commissioner  in  Wash- 
ington; original  return  will  be  furnished  only  in  exceptional  cases,  and  then  only 
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when  it  is  made  to  appear  that  ends  of  iustice  may  otherwise  be  defeated;  neither 
^he  original  nor  a  copy  desired  for  use  in  litigation  where  United  States  Government 
is  not  interested  and  where  such  use  might  result  in  making  public  the  information 
contained  therein  will  be  furnished,  except  as  otherwise  provided  in  the  next 
succeeding  paragraph.     (T.  D.  2962;  Jan.  7,  1920.) 

Ck>py  of  income  return  msiy  be  furnished  by  the  Commissioner  to  person  who 
mide  the  return  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to  his 
executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bankruptcy, 

.  gusurdian,  or  similar  legal  custodian,  to  the  receiver  or  other  custodian  upon  written 
a{)plication  for  same,  accompanied  by  satisfactory  evidence  that  applicant  comes 
withir  this  provision;  "person  who  made  the  return,"  as  herein  used,  refers  in  case 
of  an  individual  return  to  the  individual  whose  return  is  desired,  and  in  case  of 
return  of  corporation,  etc.,  or  fiduciary,  to  the  corporation,  etc.,  or  fiduciaj^',  a 
copy  of  whose  return  is  desired;  corporation  may  also  acsienate  officer  or  individual 
to  whom  copy  made  by  corporation  may  be  furnished,  and  upon  sufficient  e\idence 

.  of  such  action  and  of  identity  of  officer  or  individual,  copy  may  be  furnished  to  such 
person;  copjy  of  partnership  return  will  be  furnished  to  partners  only  in  case  all  the 
partners  join  in  the  request  therefor,  and  if  partnership  has  been  dissolved  the  mcm- 
CKjrs  surviving  may  be  furnished  a  copy  if  all  the  members  surviving  join  in  the' 
retjuest.     (T.  D.  2962;  Jan.  7,  1920.) 

Proper  officers  of  State  imposing  income  tax  are  entitled  as  of  right  upon  request 
of  its  governor  to  have  access  to  income  and  profits  tax  returns  of  corporation,  etc., 
or  to  abstnict  thereof,  showing  its  name  and  income;  proper  officers  in  this  connec- 
tion are  only  those  officers  of  the  State  charged  with  eniorcement  of  the  State  income 
tax  law  and  who  are  to  use  the  information  gained  by  the  access  only  in  connection 
with  puch  enforcement;  contents  of  request  or  application  of  governor,  which  must 
be  in  writing,  signed  by  him  under  the  seal  of  his  State,  and  be  addressed  either  to 
the  Se<'retary  of  the  Treasury  or  to  the  Commissioner  of  Internal  Revenue,  stated; 
access  shall  be  given  onljr  in  the  office  of  the  Commissioner,  and  the  officers  desig- 
nated by  the  governor  will  not  be  permitted  to  name  another  person  to  examine 
theretumsor  abstracts  for  them,  and  the  officers  designated  will  be  given  access 
only  to  returns  of  those  corporations,  etc.,  organized  and  doing  business  in  their 
State.     (T.  D.  2962;  Jan.  7, 1920.) 

•^—  Married  women. 

Married  woman  who  is  sole  trader  or  is  entitled  to  any  taxable  income  to  her  sole 
and  separate  use  may  make  separate  return  in  same  manner  as  any  other  individ- 
ual.    (T.  D.  2694;  art.  76.) 

Paxtnerships. 

A  partnership,  entitled  to  make  return  for  period  of  less  than  full  year,  will  be 
required  to  make  such  return  if  the  net  income  for  such  period  is  at  the  rate  of 
$6,000  per  year  or  more.    (T.  D.  2689;  Apr.  1,  1918.) 

PartnerAips  having  a  net  income  of  $6,000  or  over  required  to  render  returns  for 
purpose  of  excess  profits  tax.    (T.  D.  2690;  art.  30.) 

Prewar  period. 

Return  of  information  with  respect  to  invested  capital  and  net  income  for  prewar 
period  will  not  be  required  if  taxpayer  accepts  minimum  percentage,  viz,  7  per 
cent,  as  percentage  to  be  used  in  computing  deduction  under  article  21  of  Regula- 
tions No.  41,  or,  if  trade  or  business  is  taxable  only  at  the  8  per  cent  rate  under  arti- 
cle 15;  return  of  information  as  to  all  facts  necessary  to  ascertain  capital  and  income 
for  taxable  year  will  be  required  whenever  called  for  by  Commissioner  of  Internal 
Revenue.    (T.  D.  2694;  art.  75.) 

Time. 

Corporations  liable  to  income  tax  and  excess-profits  tax  which  may  have  made 
excess-profits  tax  returns  for  1917  fiscal  year  pursuant  to  requirements  of  Title  II 
of  the  act  of  March  3,  1017,  must  make  supplemental  returns  for  purpose  of  excess- 
profits  tax;  date  for  making  returns  extended  to  January  1,  1918.  (T.  D.  2561; 
Oct.  16,  1917.)  Time  extended  to  February!,  1918.  (T.D.  2615;  Dec  13,  1917.) 
Time  extended  to  March  1,  1918.  (T.  D.  2633;  Jan.  22,  1918.)  Time  extended  to 
April  1,  1918.    (T.  D.  2650;  Feb.  9,  1918.) 

Time  for  filing  war  excess-profits  tax  returns  by  nonresident  alien  individuals 
and  corponitions  and  American  citizens  residing  or  traveling  abroad,  including 
persons  m  military  or  naval  establishments,  stationed  or  on  duty  beyond  limits  of 
the  States  and  Territories  of  Hawaii  and  Alaska,  extended  for  such  period  as  may 
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be  necessary  to  and  including  90  days  after  prodamation  of  President  of  United 
States  announcing  close  of  war  with  Uermany ;  any  such  peraon  filing  return  af^er 
April  1,  1918,  but  on  or  before  October  1,  1918,  embodying  therein  or  attaching 
thereto  written  statement  showing  tliat  he  comes  within  classes  designated  by  T.  D. 
2581,  need  not  file  supporting  affidavit  stating  caua^  of  delay.  (T.  D.  2672;  itar. 
16,  1918.) 

Taxability. 

A  partner  in  individual  capacity  not  considered  us  engaged  in  trade  or  buainess 
with  respect  to  his  share  in  profits  of  partnership,  and  consequently  not  subject  to 
excess-profits  tax  thereon.    (T.  D.  2612;  Dec.  20,  1917.) 

Every  domestic  corporation  which  has  for  the  taxable  year  a  net  income  of  $3,000 
or  more,  unless  exempt  under  article  13  of  the  war  excess-profits  tax  regulations, 
and  every  foreign  corporation  having  for  the  taxable  year  a  net  income  of  $3,000 
or  more  from  sources  within  United  States,  unless  so  exempt,  is  required  to  make 
return  pay  tax,  if  any.    (T.  D.  2694;  art.  10.) 

Ever>'  domestic  partnersliip  which  has  for  the  taxable  year  a  net  income  of  $6,000 
or  more,  unless  exempt  under  article  13  of  the  war  excess-profits  tax  regulations, 
and  every  foreign  partnership  which  lias  for  the  taxable  year  a  net  income  of  $3,000 
or  more  from  sources  within  United  States,  unless  so  exempt,  is  required  to 
make  return  and  pay  tax,  if  any.     (T.  D.  2694;  art.  11.) 

Every  citizen  or  resident  of  the  United  States  who  lias  for  taxable  year  aggregate 
net  income  in  excess  of  $6,000  from  trades,  businesses,  occupations,  or  professions, 
unless  exempt  under  article  13  of  the  war  excess-profits  tax  regulations,  and  every 
nonresident  alien  indi\'idual  having  for  taxable  year  aggregate  net  income  of  $3,000 
or  more  from  trades,  businesses,  occupations,  or  professions  carried  on  within  United 
States,  unless  so  exempt,  is  required  to  make  return  and  to  pav  tax,  if  any.  (T.  D. 
2694;  art.  12.) 

Corporation  which  was  dissolved  in  1917,  prior  tb  passage  of  act  of  October  3,  1917, 
is  subject  to  tax  under  act  of  Septembers,  1916,  as  amended,  and  also  to  war  income 
tax  and  war  excess-profits  tax  imposed  bv  act  of  October  3,  1917.  (T.  D.  2690; 
art.  61.) 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess 
of  amount  received  by  owner  as  compensation  for  property  over  \'alue  thereof  on 
March  1,  1913,  or  over  its  cost  if  it  was  acquired  alter  that  date,  except  so  far  as 
actually  used  for  replacement  of  property  in  kind,  is  subject  to  excess-profits  taxes. 
(T.  D.  2706;  Apr.  25,  1918.) 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses, 
or  lost  or  destroyed  through  war  hazards,  may  be  to  use  entire  amount  received  as 
compensation  fcnr  replacement  in  kind  of  such  property,  such  replacement  may  not 
be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
payer may  establish  "replacement  fund  "  in  which  entire  amount  of  compensation 
shall  be  held,  and  pending  disposition  thereof,  accounting  for  gain  or  loss  may  be 
deferred  for  reasonable  time,  to  be  determined  by  Commissioner  of  Internal  Reve- 
nue.   (T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged,  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  rei>lacement  fund  may,  sub- 
ject to  approval  of  Commissioner,  be  amount  of  compensation  received,  less  amount, 
if  any,  which  becomes  paj'able  out  of  such  compensation  under  terms  of  such  in- 
strument or  obligations  thereby  seaired;  in  such  case  taxpayer  should  apply  to 
Commissioner  for  permission  to  establish  such  fund,  reciting  in  his  application  all 
facts  relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  sa  possible 
to  replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security, 
or  make  deposit;  w^hen  replacement  or  restoration  is  made,  new  or  restored  prop- 
erty shall  not  be  \'a1ued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  which 
the  requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
tliat  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
2706;  Apr.  26,  1918.) 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  persiit 
therefor  prescribed.    (T.  D.  2733;  June  17.  1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certi- 
ficates of  authority  from  the  Secretary  of  the  Treasury  as  acceptable  sureties  on 
Federal  bonds  will  be  approved  as  sureties  or  depositaries  under  Schedules  B  and  C 
of  Form  1114,  prescribed  by  T.  D.  2733  of  June  17, 1918.    (T.  D.  2755;  Aug.  26, 1918.) 
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Time  of  payment. 

Because  of  impoesibility  of  receiving  notice  and  demand  on  Form  17,  and  making 
pajTnent  of  taxes  so  that  taxes  can  be  received  by  collector  within  IQ-day  period 
following  Jane  15,  or  within  10-day  period  following  service  of  notice  by  reason  of 
absence  in  foreign  countries  or  on  account  of  traveling  abroad,  or  of  absence  in  the 
military  or  other  service  of  the  country,  and  consequent  delay  in  receiving  mail, 
collector  is  requested  to  enter  on  Form  17  as  date  on  which  tax  becomes  due  and 
payable,  as  near  as  possible,  date  10  days  subsequent  to  time  that  notice  should  be 
received  in  ordinary  course  of  mails,  and  where  it  appears  that  full  amount  of  tax 
was  placed  in  mail  within  10-day  period,  or  in  case  notice  is  not  delivered  in  due 
time,  and  satis&ctOTv  evidence  of  that  fact  is  furnished,  penalty  and  interest  will 
not  be  collected.    (T.  D.  2679;  Mar.  23, 1918.) 

I>eflxiition. 

The  word  '^exchange**  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  each  and  every 
agent  or  agenc>r,  auction  place,  or  other  meeting  place  at  which  stocks  are  publicly 
boQ^,  eoM,  bid  lor,  offered  or  exchanged,  and  includes  all  incorporated  and  unin- 
corporated aasociatioiis,  individuals,  partnerships,  and  corporetioiis,  en^^ed  in 
bumnefls  of  publicly  s^ing,  buying,  or  ex<^kangiiig  shares  of  stock  or  interests 
tbeiein.    (T.  D.  2«08;  Nov.  30, 1»17.) 

The  word  ''exchange' '  within  Regulations  No.  40,  I^irt  2,  relating  to  stamp  taxes 
upon  sales  of  products  or  merchandise  on  exchanges  lor  luture  dcNOvery,  includes 
each  and  evwy  agent  or  agency,  auction  place,  or  other  meeting  place,  at  which 
produce  or  other  merchandise  for  future  delivefy  is  pjabKcly  bought,  sold,  bid  for, 
offered  or  exchanged,  or  contracts  for  such  future  delivery  are  made,  and  indudcs 
all  associations  or  individuals,  partnerships,  and  corporations  engaged  in  business 
of  publicly  selling,  buying,  or  exchanging  products  of  merchandise  for  future  deliv- 
ery.   (T.  D.  2608;  Nov.  30, 1917.) 

I>QCtunezit«Ty  0tamp9. 

Instructiona  as  to  use  of  regular  documentary  stamps  ponding  preparation  and 
distribution  of  special  supply  of  overprinted  stamps,  provided  to  temporarilv  take 
place  of  distinctive  colored  stamps;  requisition;  issuance  and  exdbaiige.  (T.  D. 
25W;  Nov.  28, 1917.) 

ibicome  taxes — ^Infoxmation  at  source. 

£Tcry  person,  corpofatioii»  paitjtefship,  or  association^  doing  buaineas  as  a  broker, 
or  any  exchange  or  board  of  trade  or  other  similar  place  of  Duainess,  shall,  upon 
request  of  the  Commissioner  of  Internal  Revenue,  render  correct  return  under  oath, 
showing  names  of  customers  for  whom  such  broker  has  transacted  any  business, 
with  such  details  as  to  profits,  losses,  cr  other  iofonnalioii,  as  may  be  called  for  by 
such  return  farm  as  to  each  ol  such  costomers.    (T.  D.  2690;  art.  3a.> 

Xovin^pictnre  films— Bxcise  taxes. 

VSTiere  manufacturer  has,  prior  to  May  9, 1917,  made  bona  fide  contract  with  dealer 
for  sale  after  tax  takes  effect  of  any  article  upon  which  sales  tax  is  imposed,  and 
such  contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paid 
under  such  contract,  dealer  shall  pay  so  much  of  tax  as  is  not  so  permitted  to  be 
added  to  contract  price;  this  applies  to  contracts  with  dealer,  exera^e,  or  exhib- 
itor for  sale  or  lease  of  moving-picture  films.    (T.  D.  2719;  Art.  XXXVIl.) 

A  foreign  government  or  a  State,  or  any  political  subdrv^ision  thereof^  buying  or 
leasing  an  article  for  its  own  use  is  not  a  aealer,  nor  in  case  o£  monring-picturc  fiims 
is  it  an  exhibitor  or  exchange.    (T.  D.  2719;  Art.  XXXVIl.) 

Bales  for  future  delivery—  Affixing  and  canceling  stamps. 

Stam|is  in  v'alue  to  anaouat  of  tax  on  sales  must  be  affixed  to  memorandum  or 
other  evidence  of  sale  or  agreement  to  sell;  clearing  house,  acting  as  agent,  required 
to  make  returns  showii:^  stamps  affixed  and  canceled;  manner  of  canceling  stamps 
stated.    (T.  D.  2608;  Nov.  30, 1917.) 

Cotton. 

Contract  ol  sale  of  cotton  for  future  deEvery  made  on  any  exchange,  board  of  trade, 
or  flimiUr  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  for  each  pound 
of  cotton  involved  (to  be  paid  by  stamp);  tax  not  to  be  levied  on  contracts  com- 
plying with  conditions  preacribed.     (T.  D.  2558;  Oct.  2G,  1917.) 
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Sales  for  future  delivery—Continued. 

Exeznpt  transactioiis. 

No  tax  is  impoeed  on  cash  sales  of  produce  or  merchandise  for  immediate  or  prompt 
delivery,  which,  in  good  faith,  are  actuall^r  intended  to  be  delivered;  sellers  .of 
produce,  etc.,  may  transfer  contracts  to  clearing  house  association  and  such  transfer 
shall  not  be  deemed  to  be  a  sale  or  agreement  of  sale,  provided  it  does  npt  vest  bene- 
ficial interest  in  such  association  and  is  made  only  to  enable  such  association  .to 
adjust  accounts  of  its  members;  no  by-law  or  custom  of  any  exchai^ge  or  similar  insti- 
tution, inconsistent  with  the  act  of  October  3,  1917,  or  any  regulations  thereunder, 
nor  any  collateral  agreement  inconsistent  with  such  act  or  resuhttions  thereunder 
shall  exempt  any  person  from  payment  of  tax.    (T.  D.  2608;  Nov.  30, 1917.) 

Sales  of  produce  or  merchandise  for  future  deliver}r  must  be  made  at  an  exchange 
or  board  of  trade  or  other  similar  place  in  order  for  tax  imposed  by  section  807,  Sched- 
ule A,  subdivision  5,  act  of  Octooer  3, 1917,  to  apply;  sale  by  member  of  exchange 
made  by  mail  or  wire  not  at  an  exchange  is  not  subject  to  the  tax.  (T.  D.  2795; 
Feb.  26, 1919.) 

Heznoranda  of  sales 

Every  sale  or  agreement  not  evidenced  by  memorandum  or  contract  expressly 
requiring  immediate  or  prompt  delivery  shall  be  deemed  to  be  for  future  delivery; 
every  person  making  sale  of  any  product,  etc.,  at,  on,  or  ip  any  exchange  for  future 
delivery  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  other  evidence  of  such 
sale,  showing  certain  specified  data  and  items  of  information;  no  single  sale  or  con- 
tract made  upon  an  exchange  by  one  member  for  another  need  be  evidenced  by 
more  than  one  memorandum;  written  return  or  sheet  to  clearing  house,  acting  as 
agent,  considered  to  be  memorandum;  return  by  clearing  house.  (T.  D.  2608; 
Nov.  30,  1917.) 

Records. 

All  persons  who  make  sales  or  contracts  of  sales,  including ' '  transferred  or  scratched 
sales,'^  "pass  outs,"  "pair-offs,'*  or  *'matched  trades,"  and  all  other  forms  of  wJe 
of  anv  product  or  merchandise  on  exchanges  for  future  delivery  required  to  Jceep 
record  showing  specified  items  of  information;  form  of  record  required;  clearing 
houses  to  keep  record  showing  certain  data.    (T.  D.  2608;  Nov,  30,  1917.) 

'  Registration. 

Regulation  No.  40,  part  2,  requires  a  statement  of  registration  by  persons  makins 
contract  of  sale  of  proauce  or  merchandise  on  exchanges  for  future  deUverv;  recora 
of  registration  to  be  kept  by  collector,  and  certificate  of  registration  to  be  issued 
and  posted;  forms;  statement  of  registration  by  exchanges  and  clearing  houses 
(T:  D.  2608;  Nov.  30,  1917.) 

Returns. 

Clearing  houses  and  persons  making  contracts  of  sale  at,  on,  or  in  any  exchange, 
etc.,  for  future  delivery,  required  to  make  return  showing  specified  data  and  infor- 
mation; substitute  returns;  clearing  houses,  acting  as  agents,  required  to  return 
statement  of  amounts  of  stamps  afiixed  to  memoranda  of  sales.  (T.  D.  2608;  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  required  to  be  affixed  to  contracts  of  sale  of  any  product  or  merchandise 
before  a  deliveiy  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treas- 
urer, or  other  desig^nated  United  States  depositary;  State  agents;  requisitions  for 
stamps;  records;  kmd  and  color  of  stamps.    (T.  D.  2741;  June  25, 1918.) 

Stock  sales — Affixing  and  canceling  stamps. 

Stamp  must  be  affixed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer 
is  effected  by  delivery  of  certificate  of  stock  assigned  in  blank;  in  case  change  of 
ownershfp  is  by  transfer  of  certificate  of  stock,  stamp  shall  be  affixed  to  the  certificate; 
in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  shall  be 
placed  upon  the  books;  in  all  other  cases  payment  shall  be  evidenced  oy  aflSxing 
stamp  upon  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the 
buyer;  manner  of  canceling  stamps  stated.    (T.  D.  2608;  Nov.  30, 1917.) 

Exempt  transactions. 

No  tax  is  imposed  upon  agreement  evidencing  deposit  of  stock  certificates  ad  col- 
lateral security,  nor  upon  deliveries  or  transfers  to  broker  for  sale,  nor  upon  deliv- 
eries or  transfers  by  broker  to  customer,  provided  such  deliveries  or  trailsfers  ^Idi 
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8to^  Bales — Condnucd. 

Exempt  transactioiie— Continued. 

be  accompanied  by  certificate  setting  fortb  tbe  facta,  nor  upon  transfers  or  deliveries 
to  clearing  house  for  sole  purpose  of  clearing  or  adjusting  accounts  between  mem- 
bers; no  by-law  or  custom  of  any  exchanjge  or  similar  institution,  nor  any  collateral 
or  additional  agreement  or  understanding,  inconsistent  or  in  conflict  with  any 
requirement  of  the  act  of  October  3,  1917,  or  of  Regulation  No.  40,  part  1,  shall 
exempt  any  person  £rom  the  payment  of  the  tax.    (T.  D.  2608;  Nov.  30,  1917.) 

Memorandum  of  sales. 

Persons  selling  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
memorandum  of  sale,  or  agreement  to  sell,  signed  by  principal  or  his  ao^nt,  showing 
date  of  transaction,  names  of  parties,  shares  of  stock  to  which  it  relates,  number 
and  price  of  shares.    (T.  D.  2608;  Nov.  30,  1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  shall  be  based  upon  total  face  value  of  shares  involved,  and  shall  be  ^t  rate  of  2 
cents  for  each  $100  of  such  total  face  value  or  fraction  thereof,  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30,  1917.) 

Becords. 

Persons  engaged  in  busineea  of  buying,  selling,  or  transferring  shares  of  stock, 
required  to  keep  record  showing  specined  items  of  information;  form  of  record 
required.    (T.  D.  2608;  Nov.  30, 1917.) 

Begiatration. 

Regulation  No.  40,  part  1,  requires  a  statement  of  registration  by  persons,  corpo- 
rations, etc.,  engaged  in  negotiating,  making,  or  recording  sales  of  shares  of  stock 
and  other  like  securities;  record  of  statement  of  registration  to  be  kept  by  collector 
who  must  issue  certificate  of  registration  to  be  posted  in  place  of  business.  (T.  D. 
2608;  Nov.  30,  1917.)   ' 

Betuma. 

Clearing  houses  and  persons  engaged  wholly  or  partl>r  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  specified  data  and  infor- 
mation; substitute  returns.    (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  desi^ated  United  States  depositary;  State  agents;  requisitions  for  stamps; 
records;  kind  and  color  of  stamps.    (T.  D.  2741;  June  25, 1918.) 

EXCHANGE  OF  PBOPEBTY. 
Excise  taxes. 

Wliere  article  is  sold  and  thereafter  exchanged  for  another  article  of  a  higher  price, 
purchaser  paying  difference,  vendor  should  pay  tax  on  second  sale,  but  may  take 
credit  for  tax  paid  on  returned  article.    (T.  D.  2719;  Art.  VI.) 

Income  taxes^ 

Where  farmer  exchanges  farm  produce  for  merchandise,  groceries,  or  mill  products, 
the  market  value  of  the  article  or  product  received  in  exchange  is  to  be  returned  as 
income.    (T.  D.  2665;  Mar.  8,  1918.) 

Where  property  was  taken  over  in  exchange  for  capital  stock  at  par  value  in  excesp 
of  fair  market  vuue  of  property,  and  such  property  later  sold,  necessary  to  ascertain 
as  nearly  as  jjoasible  fair  market  value  of  property  at  time  taken  over  as  of  March  1, 
1913,  if  acauired  before  that  date,  and  any  excess  over  this  ascertained  fair  market 
value  will  be  held  to  be  profit  or  income  for  year  in  which  sale  was  made.  (T.  D. 
2690;  art.  111.) 

Where  corporation  acquires  from  stockholders  stock  of  another  corporation,  giving 
in  exchange  therefor  its  own  stock,  transaction  is  one  by  which  corporation  acquiring 
stock  becomes  sole  stockholder  of  other  corporation,  and  no  income  accrues  to  cor- 
poration, whose  stock  is  thus  acquired ;  neither  will  any  income  accrue  to  this  cor- 
poration if  later  the  holding  corporation  should  cause  assets  of  underlying  company 
to  be  transferred  to  it  for  mere  nominal  consideration.    (T.  D.  2690;  art.  124.) 
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Stamp  tax. 

Where  excliangc  of  equal  equities  in  real  estate  ia  made,,  tax  atamp  should  be 
attached  to  each  of  the  two  deeds  corresponding  with  the  amount  of  each  equity 
exchanged.    (T.  D.  2599;  Dec.  3,  1917.) 

EXCISE  TAXES. 
Agency  sales. 

Where  a^cnt  of  maaufaeturer  makes  a  sale*  it  is  to  be  treated  as  a  sale  ol  ^be  manu- 
facturer; if  the  manufacturer  nominally  sells  an  article  to  a  sales  agent  or  sales 
agency,  but  retains  interest  in  profits  from  resale,  taxable  sale  is  that  made  by  sales 
a^nt  oar  agency,  rather  than  nominal  sale  bv  nutmiiaetureT  ta  agent  or  agency. 
(T.  J>.  2de»;  Aug.  11. 1919.    Art.  V  of  Re^ulatiMis  44  amended.) 

Where  .so-called  sales  agent  or  distributor  is  separate  corporation,  and  cafe  to  it  is 
absolute,  and  at  prices  such  as  ordinarily  obtain  between  persons  dealing  at  arm's 
length,  with  no  further  payment  or  benefit  accruing  to  manufacturer  upon  reeale  or 
otherwise  except  receipt  of  dividends  on  stockholdings,  taxable  sale  is  that  made* 
by  manufacturer  to  Buch  sales  eor])oration,  even  though  all  or  sobstantially  all  of 
the  stock  of  such  sales  corporation  is  held  }>y  or  for  benefit  (^  raantrfacturer.    (Id. ) 

Wliere,  however,  there  exist  facts  and  circumstances  w^hich  tend  to  establish 
relationship  of  principal  and  agent  between  manufacturer  and  sales  corporation, 
taxable  sale  is  that  made  by  sales  corporation.    (Id . ) 

Mere  ownership  of  majority  or  all  of  stock  of  sales  corporation  by  manufacturer, 
without  more,  is  not  sufficient  to  establish  relationship  of  principal  and  agent;  same 
rule  applies  in  case  of  selling  corporation  which  owns  substantially  all  of  the  stock 
of  the  manufacturing  corporation.    (Id.) 

Automatic  orgaiuL 

AutoBUKtic  Ofgansare  noft  subject  to  tbe  tax  imposed  by  secticm  69d  (b)  of  the  act  of 
October  3, 1917.    (T.  D.  2719;  Art.  XL) 

Automobiles— Accessories. 

Speedometers  and  other  attachments  and  accessories  to  automobiles  and  motor 
cycles  are  not  taxable  when  sold  separately,  but  they  are  when  sold  as  part  of  an 
automobile  or  motor  c^-de  or  of  it  s  equiimient,  whether  standard  or  not .  (T.  D.  27 1 9 ; 
Art.  X.) 

Assembled  automobiles. 

A  usable,  substantially  completed  automobile  produced  by  assembling  new  parts 
of  trucks  and  cars  is  subject  to  tax  imposed  by  section  600  (a)  of  the  act  of  October  3, 
1917.    (T.  D.  2719;  Art.  IX.) 

Bodies. 

Automobile  bodies  and  other  attachments  and  accessories  to  automobiles  axMi 
motor  cycles  are  not  taxable  when  sold  separately,  but  they  are  when  sold  as  part  of  an 
automooile  or  motor  cycle  or  of  its  equipment,  whether  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

Dealer  who  contracts  to  sell  to  customer  a  truck  composed  of  a  tax-paid  chassis 
and  a  body  to  be  added  by  body  builder  and  who  performs  his  conliact  is  liable  to 
tax  as  manufacturer  of  completed  truck,  though  order  to  body  bonder  purports  to 
be  that  of  customer  through  the  dealer  as  his  agent.    (T.  D.  2795;  Feb.  26, 1919.) 

Chassis. 

A  cliflfisisis  an  automobile  within  the  meaning  of  section  600  (a)  of  the  act  of  October 
3, 1917,  and  tax  is  payable  by  manufacturer  thereof;  where  person  other  than  manu- 
kcturer  of  chassis  com{>letes  and  sells  automobile,,  tax  must  bo  paid  on  complete  car 
less  any  tax  already  paid  on  the  sale  of  the  chassis.    (T.  D.  2719;  Art.  IX.) 

Definition. 

An  automobile  is  a  self-propelling  vehicle,  usually  designed  to  run  on  a  read,  con- 
taining the  means  of  propubic^n  within  itaolf.    (T.  D.  2719;  Art.  Vni.) 

Aa  automobile  truck  or  wagon  is  an  automobile  used  primarily  for  transporting 
articles.    (T,  D.  2719;  Art.  YUI.) 
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Automobiles — ^Continucd . 

Denxountable  top  added. 

If  a  dealer  adds  a  demountable  top  to  a  tax-paid  automobile  or  a  driver's  cab  to 

a  tax-paid  truck,  tbe  sale  of  the  improved  vehicle  is  not  subject  to  excise  tax.    (T, 

I>.  2795;  Feb.  26,  1919.) 

Fire  engines, 

A  sslf-propelled  fire  engine,  at  least  if  designed  to  carry  only  such  persons  as  arc 
necesjary  to  drive  it,  is  not  spoken  of  and  is  not  to  be  regarded  as  an  automobile;  if, 
however,  it  is  s{>ecially  designed  to  carry  firemen  not  employed  in  or  about  the  driv- 
ing of  the  machine,  it  must  bo  regarded  as  falling  within  the  scope  of  section  COO  (a) 
ol  the  act  of  October  3,  1917;  on  other  hand  automobiles  and  automobile  trucks 
equipped  as  hook  and  ladders,  hose  carts,  etc.,  for  the  use  of  firemen,  are  taxable, 
(t.  D.  2719;  Art.  IX.) 

Hachine  gvms. 

Motor-driven  machine  guns  are  not  automobiles  or  automobile  trucks.  (1\  D. 
2719;  Art.  IX.) 

Motor  cycles. 

A  motorcycle  is  a  motor-driven  bicycle.    (T.  D.  2719;  Art.  VIII.) 

liotor-driven  machines. 

Motor-driven  machines  for  pulling  vehicles  around  factories  and  railway  stations 
are  not  automobiles  or  automobile  trucks.    (T.  D.  2719;  Art.  IX.) 

liotor  unit. 

A  motor  unit,  designed  to  be  attached  to  a  bicycle,  so  as  to  make  it  self-propelling 
like  a  motor  cycle,  is  not  taxable  when  sold  separately,  but  when  sold  attached  to  a 
bicycle  or  to  a  children's  buckboard,  the  complete  vehicle  is  subject  to  the  tax  as  a 
motor  cycle  or  automobile.    (T.  D.  2719;  Art.  X.) 

Bate  of  tax. 

Tax  imposed  by  secticm  600  (a)  of  the  act  of  October  3,  1917,  is  3  per  cent  of  the 
price  for  which  automobiles,  automobile  trucks, automobile  ws^gons,  and  motorcycles 
are  sold  by  the  manufacturer.    (T.  D.  2719;  Art.  VIII.) 

Scopa  of  tax. 

To  come  within  the  scope  of  the  tax  imposed  by  section  600  (a)  of  the  act  of  Octo- 
ber 3, 1917,  a  machine  must  be  a  vehicle  or  conveyance,  that  is,  designed  primarily 
for  the  transportation  in  or  upon  it  of  persons  or  property.    (T.  D.  2719;  Art.  IX.) 

Track  use. 

An  automobile  adapted  for  use  on  a  track  is  subject  to  the  tax  imposed  by  section 
600  (a)  of  the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  VIII.) 

Tractors. 

Tractors  for  pulling  agricultural  implements  are  not  automobiles  or  automobile 
trucks.    (T.  D.  2719;  Art,  IX.) 

A  .tractor  which  has  no  body  or  provision  for  canying  the  load,  but  is  intended 
to  haul  t rulers,  is  not  taxable;  if  it  has  a  body,  no  matter  how  small  the  carrying 
capacity  or  is  designed  for  attachment,  permanent  or  temporary,  to  a  two-whoel 
trailer,  m  such  a  way  as  to  carry  part  of  the  load,  it  is  subject  to  tax  as  an  automobile 
truck  or  wagon;  if  sold  in  combination  with  such  trailer,  the  tax  is  on  the  total 
price;  a  four-wheel  trailer  complete  in  itself,  having  no  connection  with  an  automo- 
bile except  the  ne'ressary  coupling  when  drawn  by  it,  is  not  subject  to  tax.  (T.  D. 
2719;  Art.  X.) 

Single  sale  by  dealer  of  tractor  and  trailer  bought  by  1dm  together  tax  naid,  and 
an  extra  trailer  is  not  taxable  unless  combination  of  the  three  vehicles  (otherwise 
than  merely  by  coupling)  forms  a  functioning  vehicle.    (T.  D.  2795;  Feb.  26, 1919.) 

• Truck  units. 

So-called  truck  units,  intended  to  be  attached  to  pleasure  car  chassis  so  as  to  con- 
vert them  into  trucks,  are  not  taxable  when  sold  separately;  if  sold  in  combination 
with  a  new  chassis,  however,  tax  is  imposed  upon  price  of  complete  truck.  (T.  D, 
2719;  Art.  X.) 
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Autoznobileci'^Gofithiued . 

Used  or  second-hand  automobiles. 

IJRed  or  8econd-hand  automobiles  are  not  subject  to  tax  imposed  by  section  600 
(a)  of  the  act  of  October  3, 1917.    (T.  D.  2719;  Art.  X.) 

Basis  of  tax. 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  is  on  sale  of  articles 
enumerated  or  in  case  of  positive  moving-picture  films  on  their  sale  or  lease  by 
manufacturer.    (T.  D.  2719;  Art.  III.) 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  is  measured  by  price 
for  which  article  is  sold^  except  in  case  of  moving-picture  films;  it  is  on  actual  sales 
price  and  not  on  list  price,  where  that  differs  from  the  sales  price;  if  price  of  article 
ifl  increased  to  cover  tax,  tax  is  on  such  increased  price.    (T.  D.  2719;  Art.  III.) 

Commissions  to  agents  and  other  expenses  of  sale  are  not  deductible  froto  the 
price.    (T.  D.  2719;  Art.  III.) 

A  discount  for  cash  or  other  discount  made  subsequently  to  the  sale  can  not  be 
deducted  in  computing  price  for  purpose  of  tax.    (T.  D,  2719;  Art.  Ill,) 

If  articles  are  sold  at  factory  and  freight  charsres  to  point  of  delivery  are  paid  by 
buver  as  specific  item,  or  if  they  are  sold  deiiverea  at  sum  less  freight  charges 
to  be  paid  oy  purchaser,  such  charges  need  not  be  included  as  part  of  price  of  eoods; 
but  if  manufacturer  sells  goods  at  delivered  price  and  himseli  pays  the  freimt,  he 
may  not  make  any  deduction  on  account  of  inclusion  in  price  of  freight  charges. 
(T.  D,  2719;  Art.  III.) 

Beverages. 

See  "Beverages." 

B  oats — Computation. 

Tax  on  boats  imposed  by  section  603  of  act  October  3,  1917,  becomes  diie  on 
Ist  day  of  July  in  each  year  (except  as  to  first  payment  due  October  4,  1917), 
or  on  purchasing  new  boat  if  on  any  other  date  than  July  1;  in  former  case  tax 
is  reckoned  for  one  year,  and  in  latter  case  it  is  reckoned  proportionately  from 
first  day  of  month  in  which  liability  to  tax  commenced  to  1st  day  of  July  follow- 
ing.    (T.  D.  2753;  Aug.  23,  1918.) 

Date  due. 

Tax  on  boats  imposed  by  section  603  of  act  October  3,  1917,  becomes  due  on 
1st  day  of  July  in  each  year  (except  as  to  first  payment  due  October  4,  1917), 
.    or  on  purchasing  new  boat  if  on  any  other  date  than  July  1.    (T.  D.  2753;  Aug. 
23,  1918.) 

Definition— "For  trade." 

The  words  "for  trade,"  as  used  in  section  603  of  act  October  3,  1917,  mean  for 
business,  particularly  the  business  of  buying  and  selling,  or  for  commerce.  (T. 
1).  2753;  Aug,  23,  1918.) 

Demonstrating  purposes. 

Boats  used  by  marine  engine  manufacturer  in  transporting  salesmen  on  their 
business  trips,  or  in  taking  out  prospective  customers,  purely  for  deifionstrating 
purposes,  are  used  exclusively  for  trade,  and  are  not  subject  to  tax  imposed  by 
section  603-  of  act  October  3,  1917.     (T.  D.  2753;  Aug.  23,  1918.) 

■ Excursion  boats. 

Imposition  of  transportation  tax  for  persons  transported  by  boat  is  not  conclusive 
that  boat  is  used  for  trade;  if  boat  is  used  to  carry  freight  for  hire,  it  is  not  subject 
to  tax  imposed  by  section  603  of  act  October  3,  1917,  but  if  used  to  carry  passeneers, 
distinction  is  between  its  operation  in  general  commerce,  as  from  New  York  to 
Boston,  and  its  operation  for  plainly  pleasure  purposes,  as  from  New  York  to  Coney 
Island;  boats  carrving  pleasure  excursions  to  fishing  grounds  or  resorts  are  therefore 
taxable.     (T.  D.  2753;  Aug.  23,  1918.) 

. Exemptions. 

All  boats  of  specified  classes  (other  than  boats  used  exclusively  for  national 
defense  or  built  according  to  plans  and  specifications  approved  oy  the  Navy 
Department)  are  taxed,  unless  they  are  used  exclusively  for  trade.  (T.  D.  2753; 
Aug.  23,  1918.) 
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— ¥os0ign  registry.  ... 

Boatfl  used  in  the  United  States  or  navigating  United  States  waters  are  subject 
to  tax  imposed  by  section  603  of  act  October  3,  1917,  although  of  foreign  register. 
(T.  D.  2753;  Aug.  23,  1918.) 

— ^  ICarket  produce. 

Boats  used  to  carry  produce  to  market  are  used  exclusively  for  trade  and  are 
not  subject  to  tax  imposed  by  section  603  of  act  October  3,  1917.  (T.  D.  2753; 
Aug.  23,  1918.) 

—  Nonreaidexit  alien  owners. 

Boats  used  in  United  States  or  navigating  United  States  waters  are  subject  to 
tax  imposed  by  section  603  of  act  October  3,  1917,  although  owned  by  nonresident 
aliens.    (T.  D.  2753;  Aug,  23,  1918.) 

—  Payment. 

Person  who  has  paid  no  tax  at  regular  time  by  reason  of  intention  not  to  use  a 
boat,  and  later  decides  to  use  it,  ehall  pay  full  tax  without  penalty  or  interest 
before  using  the  boat,  but  owner  not  paying  on  time  the  tax  upon  boat  wliich 
he  actually  intended  to  uee  shall  be  bable  for  full  penalties.  (T.  D.  2753;  Aug. 
23,  1918.) 

The  tax  on  boats  imposed  by  section  603  of  act  October  3,  1917,  went  into  effect 
on  October  4,  1917,  and  is  to  be  paid  annually  in  advance.  (T.  D.  2753;  Aug. 
23,  1918.) 

—  Physicians. 

Boat  used  by  physician  in  visiting  patients  is  not  used  for  trade,  but  for  other 
serious  purpose,  ana  is  subject  to  tax  imposed  by  section  603  of  act  October  3,  1917. 
(T.  D.  2753;  Aug.  23,  1918.) 

—  Pleasure  boats. 

Boats  op^^ted  for  profit  to  carry  passengers  on  pleasure  trips  to  and  from  certain 
fishing  grounds,  is  not  used  for  trade,  but  for  pleasure  purposes,  and  is  subject  to 
tax  imposed  by  secUon  603  of  act  October  3,  1917.    (T.  D.  2753;  Aug.  23,  1918.) 

Boats  uuBed  for  pleasure,  whether  of  the  owner  or  of  paying  patrons,  or  for  serious 
activities  not  constituting  trade,  are  subject  to  tax  imposed  by  section  603  of  act 
October  3,  1917.    (T.  D.  2753;  Aug.  23,  1918.) 

Motor  boats  operated  by  a  company  engaged  in  the  business  of  taking  parties,  on 
trips  to  enjoy  the  trip  and  the  scenery  are  not  used  exclusively  for  trade  and  their 
use  is  subject  to  the  excise  tax  on  boats.    (T.  D.  2785;  Jan.  23,  1919.) 

—  Beceipts. 

Taxpayer  must  keep  tax  receipt  about  boat  when  in  use  available  for  examina- 
tion by  Government  officers.    (T.  D.  2753;  Aug.  23,  1918.) 

Betums— Time. 

Taxpayers  must  render  retimis  on  Form  732  to  collector  at  such  times  within 
calendar  month  in  which  tax  liability  commenced  as  shall  enable  him  to  receive 
such  returns  duly  signed  and  verified  not  later  than  last  day  of  the  month.  (T. 
D.  2753;  Aug.  23,  1918.) 

Towage. 

Boats  used  in  towing  disabled  boats  and  furnishing  repair  service  to  customers 
are  used  exclusivelv  for  trade,  and  are  not  subject  to  tax  imposed  by  section  603 
of  act  October  3,  1917.    (T.  D.  2753;  Aug.  23,  1918.) 

Use  as  determining  taxability. 

Boat  not  used  or  intended  to  be  used  between  July  1,  1918,  and  June  30.  1919,  is 
not  subject  to  tax  imix)sed  by  section  603  of  act  October  3,  1917,  but  ii  used  or 
intended  to  be  used  in  such  period  tax  was  payable  on  July  1,  1918,  for  full  year 
ending  June  30,  1919;  if  on  July  1  of  any  year,  or  on  day  of  purchase  if  on  another 
date,  owner  of  boat  intends  to  use  it  before  the  following- July  1,  or  if  he  does  use  it 
before  the  July  1  following,  tax  attaches.    (T.  D.  2753;  Aug.  23,  1918.) 
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Boats — Continued. 

Use  as  determining  taxability — Continued. 

All  boats  of  tbe  specified  classes  (other  than  boats  used  exclusively  for  national 
defense  or  built  according  to  plans  and  specifications  approved  by  fiic  Navy  De- 
partment) are  taxed,  unless  ihey  are  used  exclusively  lor  trade;  boats  used  for 
pleasure,  whether  of  the  owner  or  of  paying  patrons,  or  for  serious  activities  not 
constituting  trade,  are  subject  to  tax;  it  is  tne  actual  use  of  the  boat  which  is 
controlling,  regardless  of  whether  or  not  the  owner  himself  uses  it  or  hires  it  out 
for  profit.    (T.  D.  2753;  Aug.  23,  1918.) 

If  boat  is  employed  for  several  purposes  its  use  is  to  be  taxed,  even  though  one 
of  them  is  in  trade;  casual  employment  at  irregular  intervals  for  convenience  of 
owner  or  his  family,  however,  not  exceeding  such  casual  employment  as  is  usual 
far  boats  maintcuned  or  employed  in  trade,  will  not  cause  tax  to  attach  to  boat  which 
is  entirely  devoted  to  trade  except  for  such  limited  casual  use;  boats  used  by 
owners  in  their  oyster,  fishing,  or  crabbing  business,  which  arc  occasionally  used  t-o 
convey  members  of  the  family  to  market  or  other  places,  upon  trips  for  personal  or 
household  purposes,  are  not  subject  to  the  tax.     (T.  1).  2753;  Aug.  23,  1918.) 

Imposition  of  transportation  tax  for  persons  transported  by  boat  is  not  conclusive 
that  boat  is  used  for  trade;  if  boat  is  used  to  cany  freight  for  hire,  it  is  not  subject 
to  tax  imposed  by  section  603  of  act  October  3, 1917,  but  if  used  to  carry  passengm, 
distinction  is  between  its  operation  in  general  commerce,  as  from  New  York  to 
Boston,  and  its  operation  for  plainly  pleasure  purposes,  as  from  New  York  to  Coney 
Island;  boats  carr^nng  pleasure  excursions  to  fishing  grounds  or  resorts  are  therefore 
Uxable.     (T.  D.  2753;  Aug.  23,  1918.) 

Motor  boat  operated  solely  in  taking  out  fishing  parties  for  hire  is  subject  to  excise 
tax  on  boats  although  it  is  licensed  in  the  coasting  trade,  and  transportation  tax  is 
collected  from  passengers.     (T.  D.  2795;  Feb.  26,  1919.) 

Y,  u.  a  A. 

Boat  used  by  Y.  M.  C.  A.  in  transporting  its  religious  workers  and  others  is  not 
used  for  trade,  but  for  other  serious  purpose,  and  is  subject  to  tax  imposed  by 
section  603  of  act  October  3,  1917.     (T.  D.  2753;  Aug.  23,  1918.) 

Boric  add. 

Boric  acid  when  sold  under  a  ti*acle-mark  as  a  medicinal  preparation  is  taxable 
under  section  600  (h)  of  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

Bottlers. 

Where  goods  partly  manufactured  by  one  person  are  further  manufactured  by 
another  before  being  marketed  to  consumers  for  use,  latter  is  manufacturer  for 
purpose  of  tax  imposed  by  section  600  of  the  act  of  October  3,  1917;  this  sopites  to 
bulk  goods  that  require  to  be  bottled  or  otherwise  prepared  in  order  to  put  them 
into  salable  condition.    (T.  D.  2719;.  Art.  II.) 

A  person  who  bottles  or  otherwise  prepues  an  article,  and  merely  for  adi'ertising 
purposes  places  on  such  article  the  name  oi  any  dealer  who  may  handle  it,  shall  bo 
deemed  manufacturer  if  names  of  both  persons  appear,  but  if  only  the  dealer's  namo 
appears  he  shall  be  deemed  the  manufacturer.    (T.  D.  2719;  Art.'  XXI.) 

Cameras. 

The  tax  impose<l  by  section  600  ( j )  of  the  act  of  October  3, 1917,  is  3  per  cent  of  tlic 
price  for  which  cameras  are  sold  by  the  manufacturer;  piocess  and  motion-ptcturo 
cameras  ai*e  subject  to  the  tax;  a  camera  sold  without  the  lens  is  taxable,  but  not  a 
lens  sold  separately;  tov  cameras  are  taxable  if  capable  of  taking  a  picture.  (T.  D. 
2719;  Art.  XXV.) 

Capital  stock  tax. 

h'ee  "Capital  Stock  Tax.'' 

Chewing  (rum. 

The  taximnosed  by  section  600  (i)  of  the  act  of  October  3, 1917,  is  2  per  cent  ol  the 
pri(!e  for  whidi  chewing  gum  or  any  subst  itute  therefor  is  sold  by  the  manafftctnrer; 
substitutes  include  imitations  designed  to  take  the  pboe  of  chewing  gum;  wlTen 
cht^wing  gum  is  covered  with  candv  or  otherwise  combined  with  anotmnr  snbstanco, 
the  tax  is  on  the  whole  article*    (T.  D.  2719;  Art,  XXIV.) 
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Claims  for  abatement,  refund,  or  credit. 

Affidavit  containing  itemized  list  of  articles  eold  in  foreign  commerce  upon  which 
tax  has  been  paid,  giving  names  of  consignees,  destination,  amount  of  tax,  month  in 
which  paid,  and  statement  that  goods  were  actually  delivered  to  consignee  named 
in  a  foreign  country  or  the  Philippine  lelandH  or  Porto  Rico,  pursuant  to  sale  by 
claimant  by  one  of  the  methods  recognized  in  T.  D.  2781,  and  that  affiant  has 
received  advice  to  the  effect,  may  be  accepted  as  satisfactory  evidence  in  support  of 
claim  for  recovery  back  of  excise  taxes  paid  under  Title  VI  of  the  act  of  October  3, 
1917,  in  cases  where  because  of  number  of  shipments  and  small  amount  of  tax 
involved  in  each  it  is  impracticable  to  furnish  c  opies  of  invoices  covering  goods  sold, 
ship^s  receipts,  or  copies  of  through  bills  of  lading.    (T.  D.  2785;  Jan.  23, 1919.) 

Since  Revised  Statutes,  section  346  \,  only  extends  the  exemption  to  cases  covered 
by  the  regulations,  if  such  regulations  are  not  complied  with  and  goods  for  Govern- 
ment use  are  delivered  without  regard  thereto,  the  tax  must  be  paid,  and  having 
been  paid,  can  not  be  refunded.     (T.  D.  2785;  Jan.  23,  1919.) 

Statement  of  classes  of  claims  for  refund  or  abatement  of  sales  taxes  or  penalties 
which  may  bo  made  by  collectors  on  Form  761  or  blanket  Form  47  where  claim  has 
not  been  uled  by  individual  taxpayers ;  these  ( laims  must  be  submitted  by  the  col- 
lector in  triplicate,  and  notation  showin;^  reason  for  refund  or  abatement  made 
op()oaite  each  taxpayer's  name  on  such  claims  or  at  head  of  each  group  of  names  to 
which  the  same  reason  applies;  claims  for  refund  or  abatement  of  sales  taxes  or 
penalties  other  than  those  spc^cificd  herein  must  be  made  by  individual  taxpayer  on 
Form  46  or  Form  47,  respectively,  except  in  specific  instances  where  the  collector 
may  be  tjivcn  authoritv  by  the  department  to  use  Form  751  or  blanket  Form  47. 
(T.  D.  2991;  Mar.  13,  1920.) 

Statement  of  classes  of  claims  for  credit  of  sales  taxes  or  penalties  and  interest 
which  may  be  made  by  collectors  on  8ubec()uent  return  where  claim  for  refund  or 
abatement  has  not  been  filed  by  individual  taxpayer.    (T.  D.  3016;  May  3,  1920.) 

Claims  for  refund  or  abatement  of  sales  taxes  or  penalties  ancl  interest  other  than 
those  specified  in  this  Treasiu^'  Decision  must  be  made  by  individual  taxpayer  on 
Form  46  or  47,  respectively,  except  in  specific  instances  where  collector  may  be 

Sven  authority  by  the  Bureau  to  use  Form  751  or  blanket  Form  47.    (T.  D.  3016; 
ay  3,  1920.) 

Penalties  of  5  per  cent  erroneou«l>;  assessed  under  Revenue  Act  of  1917  an  sales 
taxes  in  cases  where  formal  demand  in  writing  on  Form  1-17  was  not  made  on  tax- 
payer should  be  refunded  on  Form  751  if  collected,  or  abated  on  blanket  Form  47 
if  not  collected:  all  claims  on  these  forms  must  be  submitted  by  collector  in  triplicate, 
and  notation  showing  reason  for  abatement  (1)  opposite  each  taxpayer's  name  on 
such  claims,  or  (2)  at  head  of  each  group  of  names  to  which  same  reason  applios. 
(T.  D.  3016;  May  3,  1920.) 

Computation. 

In  computing  tax  a  fractional  part  of  a  cent  should  be  disregarded  unless  it  amounts 
to  one-half  cent  or  more,  in  which  case  it  should  be  increased  to  a  full  cent.  (T.  D. 
2719;  Art.  XXXIX.) 

OorporationB. 

See  '' Corporations." 

'  'Bay  this  act  is  passed. ' ' 

The  words  *'on  the  day  this  act  is  passed,  *'  used  in  section  602  of  act  of  October 
3,1917,  construed  in  connection  with  section  1302  to  mean  day  law  beccmies  effective, 
that  is,  October  4,  1917.    (T.  I).  2570;  Nov.  6,  1917.) 

Dictagraphs. 

Dictagraphs  are  not  subject  to  the  tax  imposed  by  section  600  (b)  of  the  act  of 
October  3,  1917,    (T.  D.  2719;  Art.  XL) 

Dictaphones. 

Dictaphones  are  not  subject  to  the  tax  imposed  by  section  600  (b)  of  the  act  ui 
October  3,  1917.    (T.  D.  2719;  Art.  XI.) 
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Discounts. 

In  rompntine  price  at  which  goods  are  sold  trade  discountfl  may  be  deducted 
from  lief  price  for  purpose  of  ascertaining  tax,  as  amount  of  tax  is  determined  by 
price  at  which  goods  are  actually  sold  by  the  manufacturer,  producer,  or  importer. 
'  (T.D.  2547;  Oct.  22, 1917.) 

A  discount  for  cash  or  other  discount  made  subsequently  to  sale  can  not  be  de- 
ducted in  computing  price  for  purpose  of  tax  imposed  by  section  600  of  the  act  of 
Octx)ber  3, 1917.    (T.  D.  2719;  Art.  III.) 

Distilled  spirits. 

See* 'Distilled  Spirits." 

Distributors'  sales. 

See  * 'Agency  sales,"  antt. 

Exports. 

Taxes  imposed  by  sections  313,  315,  and  600  of  the  act  of  October  8,  1917,  do  not 
apply  to  articles  sold  in  foreign  commerce  by  any  of  the  methods  outlined  by  manu- 
facturer, producer,  or  importer  located  in  one  of  the  several  States  of  the  United 
States;  this  ruling  a^iplies  only  to  cases  of  exportation  by  manufacturer  making  the 
sale  on  which  but  for  the  exportation  he  would  be  liable  for  the  tax,  the  tax  there- 
fore applying  to  articles  sola  for  domestic  delivery,  but  exported  by  or  at  the  in- 
stance of  the  buyer;  T.  D.  2739  revoked.    (T.  D.  2781;  Dec.  20,  1918.) 

Taxes  imposed  by  such  sections  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply,  however,  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a 
Territory  elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from 
United  States  to  any  of  its  island  or  other  possessions,  including  the  Canal  Zone, 
except  that  under  acts  of  Congress  articles  going  from  United  States  into  the  West 
Indian  Islands,  or  into  the  Philippine  Islands  or  Porto  Rico,  are  exempt  to  same 
extent  as  articles  exported  from  a  State  to  a  foreign  country.  (T.  D.  2781;  Dec.  20, 
1918.) 

Sale  to  concern  doing  business  in  United  States  is  sale  for  domestic  delivery 
unless  terms  of  order  or  contract  of  sale  show  the  seller  is  to  export  article  or  tliat  he 
is  to  make  such  delivery  of  it  as  will  result  in  its  exportation.  Examples  of  sale  by 
manufacturer  which  are  so  taxable,  notwithstanding  ultimate  exportation  of  articles 
sold,  are:  (1)  Sale  to  dealer  in  United  States,  effected  by  compliance  with  his 
shipping  instructions  to  export,  given  subsequent  to  contract  of  sale  which  did  not 
require  shipment;  (2)  sale  to  export  commission  house  in  United  States,  which  is 
effected  by  shipment  consigned  to  commission  house  at  domestic  port  and  which 
is  followed  by  immediate  exportation  to  foreign  buyer  in  whose  behalf  purchase 
was  made;  (3)  sale  to  corporation  in  United  States  which  immediately  exports  to 
foreign  concern  of  which  it  is  a  subsidiary;  (4)  sale  to  member  of  foreign  partnership 
conducting  buying  business  in  United  States  for  his  firm  and  exporting  articles 
bought.  In  such  cases  application  of  tax  is  not  affected  by  provision  in  contract 
of  sale  requiring  buyer  to  use  or  dispose  of  articles  sold  only  in  some  foreign  country. 
(T.  D.  2781;  Dec.  20,  1918.) 

Articles  may  be  normally  exported  in  several  ways:  (1)  Thev  may  be  shipped 
by  the  manufacturer  to  agent  in  forei^  country  and  after  reaching  there  may  be 
sold  '^     ^^  "   '"^  """  ^    '^        "  ^  '  ""         ""  '     '  ^ 

to 

manufacturer  1  v    * 

States;  (4)  they  may  be  shipped  by  manufacturer  to  foreign  purcl^aser  to  fill  orders 
solicited  by  mail  and  received  by  mail  from  foreign  purchaser;  T.  D.  2739  super- 
seded.   (T.  D.  2781;  Dec.  20,  1918.) 

Food  preparations. 

Food  preparations  as  distinguished  from  medicinal  preparations  are  not  taxable 
under  section  600  (h)  of  the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

Gaines. 

See  *  'Sporting  goods  and  games, ' '  post, 

Qraphopnones. 

The  tax  imposed  by  section  600  (b)  of  the  act  of  October  3,  1917,  is  3  per  cent  of 
the  price  for  which  graphophone  and  records  used  in  connection  therewith  are  sold 
by  tne  manufacturer;  accessories  are  not  taxable  unless  sold  in  combination.  (T.  D. 
2719;  Art.  XI.) 
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Importers-Definition. 

An  * 'importer/'  within  Regulations  No.  44,  is  a  person  who  causes  an  article  to 
be  brought  into  the  United  States  from  a  foreign  country;  a  retailer  may  be  also  an 
importer.     (T.  D.  2719;  Art.  IL) 

Income  taxes — Deductions. 

Excise  taxes  may  be  deducted  either  as  taxes  or  items  of  expense,  but  not  under 
both  heads.    (T.  D.  2690;  art.  8.) 

Banks  paying  taxes  assessed  against  stockholders  on  account  of  ownership  of 
shares  of  stock  issued  by  such  bank  can  not  deduct  amount  of  taxes  so  paid  unless 
and  to  extent  that  laws  of  State  in  which  they  do  business  by  specific  terms  make 
tax  direct  liability  of  such  banks;  fact  that  State  laws  make  it  duty  of  banks  to  pay 
tax  does  not  necessarily  make  tax  a  liability  of  the  banks,  and  such  payments  are 
not  deductible  from  gross  income  of  such  banks;  rule  applies  only  to  taxes  levied 
upon  value  of  capital  stock,  and  is  not  intended  to  prevent  bauK  from  deducting 
any  State  tax  imposed  on  value  of  corporation's  real  estate,  furniture,  and  fixtures, 
or  iui  an  excise  or  franchise  tax;  rule  applies  in  case  of  corporations  other  than  banks, 
upon  value  of  whose  stock  taxes  are  assessed  to  the  stockholders.  (T.  D.  2690; 
art.  192.) 

Inspection  of  books. 

Books  of  every  person  liable  to  tax  shall  be  open  at  all  times  for  inspection  by 
examining  internal  revenue  officers,    (T.  D.  2719;  Art.  XXVI.) 

Insurance. 

See  "Insurance." 
Itinerant  maaulacturers. 

Itinerant  manufacturer  should  make  return  and  pay  tax  to  collector  of  district 
where  sales  are  made.    (T.  D.  2719;  Art.  XXVI.) 

Jewelry, 

Tax  imx>osed  by  section  600  ^e)  of  the  act  of  October  3,  1917,  is  3  per  cent  of  the 
price  for  which  any  article  commonly  or  commercially  known  aa  jewelry,  whether 
real  or  imitation,  is  sold  by  the  manufacturer;  all  articles,  aiaong  others,  which 
have  been  specifically  classified  as  jewelry  by  the  Board  of  United  States  General 
Appraisers  deemed  to  be  jewelry;  jewelry  includes  ornaments  made  of  gold,  silver, 
or  platinum,  or  any  imitations  thereof,  and  precious  or  semiprecious  stones  or  imi- 
tations thereof,  used  for  personal  adornment;  an  article  may  be  iewelry  although 
serving  a  useful  as  well  as  ornamental  purpose;  rulings  aa  to  watcnee,  silver  table- 
ware, opera  glasses,  clocks,  precious  stones,  vanity  boxes,  garters,  suspenders, 
emblem  buttons,    etc.    (T.  D.  2719;  Arts.  XIII-^XVI.) 

The  presence  of  a  ring  or  loop  by  which  a  pencil  made  or  plated  with  precious 
metal  may  be  hung  on  a  chain  indicates  that  such  pencil  was  designed  for  personal 
adornment  and  requires  it  to  be  classified  as  jewelry  for  purposes  of  excise  tax  on 
sales.     (T.  D.  2785;  Jan.  23,  1919.) 

liberty  bonds— Exemptioiui. 

Corporation  owning  Liberty  bonds  is  not,  to  that  extent,  exempt  from  franchise 
taxes,  excise  taxes,  and  other  corporation  taxes  of  the  United  Slates,  and  of  tha 
several  States.    (T.  D.  2512;  June  8,  1917.) 

Licorice. 

Licorice  put  up  in  sticks,  lozengers,  or  in  other  forms  suitable  for  medicinal  pur- 
poses and  sold  under  a  trade-mark  is  subject  to  the  tax  imposed  by  section  600  (h) 
of  the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

Manufacturer— Definition. 

A  "manufacturer"  within  Regulations  No.  44,  relating  to  war  excise  taxes,  is  a 
person  who  prepares  an  article  in  final  marketable  form  and  sells  or  markets  it;  if 
goods  partly  manufactured  by  one  person  are  further  manufactured  by  another 
before  oeiflg  marketed  to  consumers  for  use,  latter  is  manufacturer  for  purpose  of  tax; 
a  retailer  may  be  also  a  manufacturer.    (T.  D.  2719;  Art.  II.) 
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Manufacturer— Continued . 

BeimburBement. 

The  *'pasBmc  on"  to  tho  purchaser  of  the  excise  tax  on  sales  is  not  a  collection 
of  the  tax  for  tne  Government  but  a  private  transaction  between  the  manufacturer 
and  the  purchaser;  the  department  can  not  undertake  to  advise  the  manufacturer 
as  to  tho  method  of  securmg  reimbursement,  tho  only  interest  of  the  Government 
being  that  the  amount  of  tax  shall  not  be  misrepresented  to  the  purchaser.  (T.  D. 
2785;  Jan.  23,  1919.) 

Medidaal  preparations — ^Artides  included. 

The  word  "medicinal' '  is  applicable  to  any  «ibBtaxice  adapted  to  cure  or  allovi- 
ate  disease  or  pain;  accordingly,  a  medicinal  prepaiation  is  a  preparation  of  any 
substance  whatever  intended  to  be  applied  for  the  cure  or  mitigation  of  pain  or 
disease;  many  articles  or  substances  which  are  not  usually  considered  as  belonging 
to  material  medica  may  become  taxable  medicinal  preparations  by  being  held  out 
or  advertised  as  remedies  for  diseases  affecting  the  human  or  animal  body.  (T.  D. 
2719;  Art.  XXII.) 

"Held  out  or  recommended.' ' 

"Held  out  or  recommended/ '  as  used  in  section  600  (h)  of  the  act  of  October  3, 
1917,  includes  representation  by  any  means,  personal  canvass  and  statements  on 
the  labels,  in  pamphlets,  or  advertisements,  or  otherwise;  a  holding  out  or  recom- 
mendation intended  for  physicians  only  is  a  holding  out  to  the  publico  (T.  D .  27 19 ; 
Art.  XXI.) 

Medicinal  preparation  held  out  or  recommended  as  proprietary  or  as  a  remedy 
or  specific  for  disease  is  taxable,  (a)  even  if  sold,  in  first  instance,  only  to  physicians 
and  druggists,  (b)  even  if  a  "bacterin."  and  (c)  even  if  an  uncompounded  natural 
substance  merely  dried  or  refined.    (T.  D.  2785;  Jan.  23,  1919.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preporaUon,  so  as  td  be  practically  a  part  of  the  name  of  the  pfeparation,  amounts 
to  a  holding  out  of  that  preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  amounts  to  a  holding  out  of  that 
preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  191B.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across  middle 
of  label  does  not  amount  to  a  holding  out  of  that  preparation  as  proprietar>\  (T.  D. 
2785;  Jan.  23,  1919.) 

— -  Manner  in  which  prepared,  etc. 

Tax  applies  to  medicinal  preparation  held  out  bv  producer  to  the  public  as  a 
proprietary  medicine  or  as  a  remedy  for  disease,  altnough  it  is  prepared  by  a  pro- 
cess which  merely  refines  a  natural  substance.    (T.  D.  2719;  Art.  XXIL) 

Taxability  of  medicinal  preparation  imder  section  600  (h)  of  the  act  of  Octobe' 
3,  1917,  is  deteimined  by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it 
is  put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
factnrer,  or  any  name  in  possessive  case  is  used  on  labol  or  on  literature  describing 
medicinal  preparation,  or  name  of  manufacturer  is  mado  part  or  name  or  title,  or 
any  intimation  is  otherwise  given  that  article  is  of  distinctive  origin,  tax  is  imposed; 
where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intended 
to  be  a  trade-mark  appropriated  to  the  article,  the  tax  attaches.  (T.  D.  2719;  Art. 
XXII.) 

Manufacturer. 

Person  manufacturing  preparation  under  his  own  formula  and  offering  it  for  sale 
under  his  own  private  label  or  trade-mark  is  liable  for  tax;  manufacturer  who  also 
bottles  and  otherwise  prepares  his  preparation  into  a  salable  condition,  and  who,  for 
advertising  purposes  only,  places  name  on  label  of  any  dealer  who  may  handle  such 
preparation,  is  liable  for  the  tax;  whore  manufacturer  prepares  article  according  to 
formula  and  at  instance  of  a  dealer,  and  also  bottles,  labels,  and  otherwise  prepares 
same  into  salable  condition,  even  though  name  of  dealer  only  appears  upon  proauct, 
manufacturer  and  not  dealer  is  responsible  for  tax;  where  gooas  manufactured  by 
person  reoaire  further  manufacture  beforo  being  uised  by  consumer,  one  complet- 
ing manuracture  is  liable  for  tax,  therefore  person  preparing  goods  into  smaller 
packages,  labeling,  and  bottling  them,  is  manu^turer  within  meaning  of  para- 
graphs (g)  and  (h)  of  section  600  of  act  of  October  3,  1917.  (T.  D.  2638;  Jan.  24, 
1918.) 
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lledidnal  preparations — Continued. 
Manufacturer — Continued. 

A  penon  "who  batUee  or  otlMrwise  piepaves  an  article,  and  merely  for  advertiaing 
puipoBea  places  on  audi  article  the  name  of  any  dealer  who  may  handle  it,  c^ll  be 
deemed  manufacturer  if  names  of  both  persons  appear,  but  if  onlv  the  dealer's  namo 
appears  he  shall  bo  deemed  the  manuiacturer.    (T.  D.  2719;  Art.  XXI.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3,  1917,  a  manufac- 
turer or  producer  is  a  person  who  prefNues  an  article  or  has  it  prepared  and  sells  it, 
and  who  identifies  the  article  by  a  commercial  name,  trade-manc,  or  trade  name, 
or  by  other  means,  or  holds  out  or  recommends  the  article  as  a  proprietary  medicine 
or  a  medicinal  proprietary  article  or  preparation,  or  as  a  remedy  or  specinc.  (T.  D. 
2719;  Art.  XXL) 

Where  the  owner  of  a  formula  contracts  with  a  maufacturer  to  prepare  an  article 
according  to  such  formula  and  to  deUver  it  to  him  in  complete,  salable  form,  the 
labels  bearing  the  formula  owner's  name,  he  is  considered  the  manufacturer.  (T. 
D.  2719;  Art.  XXI.) 

A  person  who  is  employed  to  make  an  article  and  receives  for  it  the  cost  of  mate- 
rials and  labor,  plus  specified  pfofit,  shall  be  considered  a  manufacturing  agent, 
MMi  the  p^son  who  procures  the  meparation  of  the  article  will  be  conmdered  tho 
manuiacturer.    (T.  D.  2719;  Art.  XXI.) 

If  article  or  its  container  has  on  it  both  a  trade-mark  or  trade  name  of  one  manu- 
facturer, and  the  individual  or  business  name  of  another,  the  owner  of  the  trade- 
mark or  trade  name  will  be  deemed  the  manufacturer;  if  the  article  or  its  container 
has  on  both  the  commercial  name  of  tho  article  and  an  individual  or  business  name) 
tho  latter  will  be  deemed  to  designate  the  manufacturer.    (T.  D.  2719;   Art.  XXI., 

WTiere  sirups  or  extracts  taxable  under  section  313  (a)  of  the  act  of  October  3, 
1917,  are  prepared  in  final  marketable  form  by  A,  who  marks  or  labels  them  only 
with  the  name  or  trade-maik  of  B,  who  on  their  being  delivered  to  him  sells  thorn 
without  further  manufacture  to  his  own  customers,  if  transaction  between  A  and  B 
is  an  actual  sale  and  not  merely  employment  of  A  by  B  to  manufacture  tlie  articles 
as  his  agent  at  a  specifiod  profit,  A  is  the  ''manufacturer^  who  is  liable  for  the  tax; 
article  2  of  Regulations  T^o.  44  can  not  be  construed  as  adopting  any  of  the  pro- 
rmonn  of  article  21.    (T.  D.  2795;  Feb.  26,  1919.) 

Printing  on  labels,  fete. 

Printing  on  labels  the  dircH:tions  and  indications  for  use,  dosage  and  other  similu 
matter,  will  not  alone  render  preparations  made  under  a  standard  formula  taxable, 
provided  preparation  is  not  held  out  or  recommended  as  a  proprietary  preparation 
or  as  a  remedy  or  specific;  where  medicinal  preparations  are  sold  under  labels 
which  do  not  indicate  that  tho  formula  is  published  they  will  be  considered  to  be 
prepared  under  private  formulas,  unless  proof  is  submitted  that  the  formula  is  not 
secret.    (T.  D.  2719;  Art,  XXII.) 

-^ —  Bate  of  tax. 

Tax  imposed  by  secrion  600  (h)  of  the  act  of  October  3, 1917^  is  2  per  cent  of  price 
for  which  ail  niedi<nnal  preparations,  compounds,  or  compositions  whatsoever  are 
sold  by  the  manufacturer;  provided  that  (1)  the  manufacturer  claims  to  have  any 
private  fonnula,  secret  or  occult  art  for  making  or  preparing  them;  or  (2)  the  manu- 
tacturer  has  or  claims  to  have  any  exclusive  rig:ht  or  title  to  making  or  preparing 
them;  or  (3)  they  are  prepared,  uttered,  vended,  or  exposed  for  sale  under  any  let- 
ters patent  or  trade-maric;  or  (4)  they  are  held  out  or  recommended  to  the  public 
by  tnc  makers,  venders,  or  proprietors  thereof,  either  (a)  as  proprietary  meaiciiios 
or  medicinal  proprietar>'  articles  or  preparations,  or  (b)  as  remeaies  or  Bpocifics  for 
any  disease  or  affection  whatever  affecting  the  human  or  animal  body.  (T.  D. 
2719;  Art.  XIX.) 

Scope  of  tax. 

Every  medicinal  preparation,  compound,  or  composition  embraced  within  one  or 
more  of  the  aubdivisiona  in  Article  XIX  of  Regulations  No.  44  is  subject  to  tax;  if 
artide  is  made  or  prepared  by  xAanufactiirer  claiming  to  have  pri%*ate  formula, 
secret  or  occult  art  for  it,  it  is  taxable  even  though  it  is  not  prepared,  uttered,  vended , 
or  exposed  for  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not  held  out  or 
recommended  to  public  as  proprietary  medicine  or  medicinal  proprietary  article 
or  preparation  or  aa  a  remedy  or  specific  for  any  disease  or  affection  of  the  human  or 
annnal  body.    (T.  D.  2719;  Art.  XX.) 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Phar- 
macopoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when  not 
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Hedicinal  preparations — Continued. 

Scope  of  tax — Continued. 

held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  artidee 
or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so  b^  out 
or  recommended  they  are  taxable  although  not  identified  by  any  name,  trade-mark, 
or  otlierwise.    (T.  D.  2719;  Art.  XX.)  • 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across 
middle  of  label  is  not  a  "  trade-mark  "  under  section  600  (h)  of  the  act  of  October  3, 
1917.    (T.  D.  2785;  Jan.  23,  1919.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  is  not  of 
it,seif  a  "trade-mark"  under  section  600  (h)  of  the  act  of  October  3,  1917.  (T.  D. 
2785;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  is  a  "trade-mark"  under  section 
600  (h)  of  the  act  of  October  3, 1917.    (T.  D.  2785;  Jan.  23, 1919.) 

• Waters  exempted.  « 

Artificial  mineral  waters,  not  carbonated,  sold  by  manufacturer,  producer,  or  im- 

Eorter,  in  bottles  or  other  closed  containers,  carbonated  waters  manufactured  and  sold 
y  the  manufacturer,  producer^  or  importer  of  the  carbonic  acid  gas  used  in  carbon- 
ating  the  same,  and  natural  mineral  waters  and  table  waters  sold  by  the  producer, 
bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  cents  per  gallon, 
all  of  which  are  taxed  under  section  313  of  the  act  of  October  3, 1917,  are  not  subject 
to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages.  (T.  D.  2719: 
Art.  XXIII.) 

Motorcycles. 

A  motorcycle  is  a  motor-driven  bicycle.    (T.  D.  2719;  Art.  VIII.) 
Speedometers  and   other  attachments   and  accessories  to  motorcycles  are  not 

taxable  when  sold  separately,  but  they  are  when  sold  as  part  of  a  motorcycle  or  of 

its  equipment,  whether  standard  or  not.    (T.  D.  2719;  Art.  X.) 
Side  cars  for  motorcycles  are  not  taxable  when  sold  separately,  but  they  are  when 

sold  as  part  of  a  motorcvcle,  or  of  its  equipment,  whether  standard  or  not.    (T.  D. 

2719;  Art.  X.) 

Hovlng-picture  films — ^Exemptions. 

There  is  no  exemption  from  tax  imposed  by  section  600  of  the  act  of  October  3, 1917, 
in  the  case  of  films  used  exclusively Jor  educational,  charitable,  or  religious  purposes. 
(T.  D.  2719;  Art.  XII.) 

Exhibitor  or  exchange. 

A  foreign  Government  or  a  State,  or  any  political  subdivision  thereof^  buying,  or 
•  leasing  an  article  for  its  own  use  is  not  a  dealer,  nor  in  case  of  moving-picture  films 
ie  it  an  exhibitor  or  exchange.    (T.  D.  2719;  Art.  XXXVII.) 

Wliere  manufacturer  has  prior  to  May  9,  1917,  made  bona-fide  contract  with 
dealer  for  sale  after  tax  takes  effect  of  any  article  upon  which  sales  tax  is  imposed, 
and  such  contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paia 
under  such  contract,  dealer  shall  pay  so  much  of  tax  as  is  not  so  permitted  to  be 
added  to  contract  price;  this  applies  to  contracts  with  dealer,  exchange,  or  ex- 
hibitor for  sale  or  lease  of  moving-picture  films.    (T.  D.  2719;  Art.  XXXVII.) 

Laboratories. 

Where  a  laboratory  simply  does  the  mechanical  work  of  producing  the  positive 
print,  charging  the  owner  of  the  negative  for  materials  used  and  services  rendered, 
such  laboratory  will  not  be  r^;arded  as  the  manufacturer  of  the  film;  the  tax  is  upon 
the  sale  or  lease  by  the  owner  of  the  film;  the  laboratory,  however,  shall  keep  a 
record  of  all  such  films  produced  with  name  of  owner  and  length  of  film,  such  record 
to  be  available  for  examination  by  internal  revenue  officers,  and  shall  furnish  monthly 
to  collector  of  district  in  which  it  is  located  a  signed  statement,  giving  such  informa- 
tion.   (T.  D.  2719;  Art.  XII.) 

^— -  Bate  of  tax. 

The  tax  imposed  bv  section  600  of  the  act  of  October  3, 1917,  is  one-fourth  of  1  cent 
for  each  linear  foot  of  unexposed  moving-picture  films  sold  by  the  manufacturer  and 
one-half  of  1  cent  for  each  linear  foot  of  positive  mo^'ing-picture  films,  containing 
picture  ready  for  projection,  sold  or  leased  by  the  manufiicturer.   (T.  D.  2719;  Art. 


Digitized  by  VjOOQIC 


EXCISE  TAXES,  245 

Xovxn^pieiiire  films — ^Continued. 
Bepairs. 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  does  not  apply  to  repairs 
of  positive  films,  out  does  to  the  negative  film  used  in  makins:  such  repairs.  (T.  D. 
2719;  Art.  XII.)  . 

Sales  or  leases  taxable. 

Taa.  imposed  by  section  600  of  the  act  of  October  3, 1917,  applies  to  the  first  sale  or 
lease  of  any  new  positive  moving-picture  films  and  not  to  tne  second  or  any  subse- 
quent sale  or  lease.    (T,  D.  2719;  Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917^  does  not  apply  to  moving- 
picture  films  leased  by  the  manufacturer,  producer,  or  importer  located  in  one  of 
the  several  States  of  the  United  States,  where  such  films  are  exp<»rted  by  manufac- 
turer making  the  sale  on  which  but  for  the  exportation  he  would  be  liable  for  the 
tax,  the  tax  therefore  applying  to  articles  sold  for  domestic  delivery,  but  exported 
by  or  at  the  instance  of  the  buyer.    (T.  D.  2781;  Dec.  20,  1918.) 

Time  of  sale  or  lease. 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  docs  not  attach  to  films 
first  sold  or  leased  prior  to  October  4,  1917.    (T.  D.  2719;  Art.  XII.) 

Titles  or  subtitles. 

Printed  or  hand-lettered  titles  or  subtitles  used  in  connection  with  a  picture  pro- 
duction constitute  part  of  the  film  and  should  be  included  in  the  length  of  the  film 
upon  which  the  tax,  imposed  by  section  600  of  the  act  of  October  3,  1917,  is  com- 

Suted,  but  if  such  titles  are  in  the  form  of  separate  slides  or  announcements,  the  tax 
oes  not  attach.    (T.  D.  2719;  Art.  XII.) 

Munition  manufacturers. 

See  "Munition  Manufacturers'  Tax." 
Occupations. 

See  "Occupational  Taxes." 
Payment — Collection  of  price. 

Tax  imposed  by  act  of  October  3, 1917,  is  payable  in  respect  of  sale  made  whether 
or  not  purchase  price  is  actually  collected,  but  if  articles  sold  are  returned  and  sale 
entirely  rescinded  no  tax  is  payable,  and  if  paid  it  is  refundable.  (T.  D.  2719;  Art. 
VI.) 

Dealers. 

\Miere  manufacturer  has,  prior  to  May  9, 1917,  made  bona  fide  contract  with  dealer 
for  sale  after  tax  takes  effect  of  any  article  upon  which  sales  tax  is  imposed,  and  such 
contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paid  under  such 
contract,  dealer  snail  pay  so  much  of  tax  as  is  not  so  permitted  to  be  added  to  con- 
tract price;  this  applies  to  contracts  with  dealer,  excnange.  or  exhibitor  for  sale  or 
lease  of  moving-picture  films.    (T.  D.  2719;  Art.  XXXVII.) 

Taxes  payable  by  dealer  must  be  paid  to  manufactiuer  at  time  sale  or  lease  is  con- 
sumated,  and  such  manufacturer  shall  collect  amount  of  tax  from  the  dealer  and  pay 
same  to  collector  of  district  in  which  his  principal  office  or  place  of  business  is  located. 
(T.  D.  2719;  Art.  XXXVIII.) 

Section  1007  of  the  act  of  October  3,  1917,  permits  an  adjustment  of  tax  between 
manufacturer  and  dealer,  but  it  does  not  affect  the  liability  of  the  manufactiurer  to 
return  and  pay  tax  to  the  Government.    (T.  D.  2719;  Art.  XXXVII.) 

The  term  ''dealer"  does  not  refer  to  or  include  a  purchaser  for  his  own  use.  unless 
such  use  is  the  manufacture  or  production  of  another  article  intended  for  sale.  (T. 
D.  2719;  Art,  XXXVII.) 

A  foreign  Government  buying  or  leasing  an  article  for  its  own  use  is  not  a  dealer, 
nor  in  case  of  moving-picture  films  is  it  deemed  an  exhibitor  or  exchange.  (T.  D. 
2719;  Art.  XXXVII.) 

A  State  or  any  political  subdivision  thereof  buying  or  leasing  an  article  for  its  own 
use  is  not  a  dealer,  nor  in  the  case  of  moving-picture  films  is  it  deemed  an  exhibitor 
or  exchange.    (T.  D.  2719;  Art.  XXXVIL 
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Payment — Continued . 

Exchange  of  article. 

Wliore  article  is  sold  and  thereafter  exchanged  for  another  artick  of  a  higher  price 
purchaser  paying  difference,  vendor  should  pay  las  on  second  sale,  but  may  take 
credit  for  tax  paid  on  returned  article.    (T.  D.  2719;  Art.  VI.) 

Importa. 

On  articles  manufactured  for  jobber  by  foreign  manufacturer,  jobber  must  pay  tax 
as  importer.    (T.  D.  2719;  Art.  VI.) 

Jobbers. 

On  articles  manufactured  for  jobber  by  foreign  manufacturer,  jobber  must  pay  tax 
as  importer.    (T.  D.  2719;  Art.  ^a.) 

Manufacturer's  HaMlity. 

Tax  imposed  by  act  of  October  3,  1917,  is  to  bepaid  by  manufacturer  on  all  sales 
made  directly  by  him  or  through  an  agent.    (T.  U.  2719;  Art.  VI.) 

Each  manufacturer  of  articles  enumerated  in  section  600  of  the  act  of  October  3, 
1917,  required  to  pay  taxes  imposed  to  collector  for  district  in  which  principal  place 
of  business  is  located;  tax  should  be  paid  on  or  before  laflt<lay  of  each  month  cover- 
ing transactions  of  preceding  month;  where  articles  are  sold  over  period  of  time 
under  agreement  for  quantity  rebate,  tax,  if  originally  computed  on  me  gross  price, 
may  be  adjusted  in  return  for  month  in  which  price  is  finaUy  determined;  itiaerent 
manu£acturer  should  pay  tax  to  collector  of  district  where  sales  are  made.  (T.  D. 
2719;  Art.  XXVI.) 

Beceivers. 

A  receiver  continuing  a  business  under  court  order  is  liable  to  tax  on  articles  pro- 
duced and  sold  by  him.    (T.  D.  2719;  Art.  VI.) 

Retailers. 

Where  manufacturer  consigns  articles  to  retailer,  retaining  ownership  in  them  uat^ 
thev  are  disposed  of  by  the  retailer,  the  manufacturer  must  pay  the  tax  on  all  goods 
sola  to  the  retailer,  as  shown  by  reports  to  be  procured  by  him  monthly  from  the 
retailer.    (T.  D.  2719;  Art.  VI.) 

Time. 

Taxes  payable  bv  dealer  shall  be  paid  to  manufacturer  at  time  sale  or  lease  is  con- 
sumated;  and  such  manufacturer  snail  collect  amount  of  tax  from  dealer  and  pay 
taxes  80  collected  to  collector  of  district  in  which  his  principal  oflSce  or  place 
of  business  is  located.    (T.  D.  2719;  Art.  XXXVIII.) 

Penalties. 

In  addition  to  panxdties  provided  by  section  1004  of  the  act  of  October  3,  1917, 
other  punishment  for  failure  to  comply  with  law  and  regulations  is  prescribed  by 
section  3176  of  the  Keviaed  Statutes,  as  amended,  and  by  other  sections  of  the  in- 
ternal revenue  laws.     (T.  D.  2719;  Art.  XL.) 

Phonograidis,  etc. 

The  tax  imposed  by  section  600  (b)  of  the  act  of  October  3, 19I7»  is  3  per  cent  of  the 
price  for  which  phonographs  and  records  used  in  connection  therewith  are  sold  by  the 
manufacturer;  accessories  are  not  taxable  unless  sold  in  combination.  (T.  D.  2719; 
Art.  XI.) 

Piano  players,  etc. 

The  tax  imposed  by  section  600  (b)  of  the  act  of  October  3,  1917,  is  3  per  cent  of 
the  price  for  which  the  piano  players  and  records  used  in  connection  thercfwith  are 
sold  by  the  maufacturer;  accessories  to  such  articles  other  than  records  are  not 
taxable  unless  sold  in  combination  therewith;  a  piano  pla^r  is  a  device  designed  to 
pla>;  a  piano  mechanically  and  may  be  separate  nom  the  piano  or  incorporate  in  it; 
device  and  the  piano  together  are  sometimes  known  as  a  player  piano;  the  tax  is 
.  upon  the  piano  player  and  not  upon  the  complete  player  piano  uoleas  the  price  of 
the  player  embodied  in  the  player  piano  can  not  be  separately  detemiined.  (T.  D. 
2719;  Art.  XL) 
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Producer— Definition. 

The  term '  'producer, ' '  as  used  in  Regulations  No.  44,  is  a  broader  term  than ' '  manu- 
facturer," which  is  denned  as  a  person  who  prepares  an  article  in  final  marketable 
fonn  and  sells  or  markets  it;  a  retailer  may  be  also  a  producer.    (T.  D.  2719;  Art.  II.) 

Fropzietary  znedicineB. 

See  "Medicinal  preparations,"  ante. 

PubUc  utilities. 

See  "Public  Utilities";  "Telegraphs  and  Telephones";  "Transportation  Tax." 
&emittftL 

Under  authority  of  section  3464  of  the  Revised  Statutes  tax  on  articles  sold  the 
Government  may  be  remitted  in  cases  within  the  scope  of  Regulations  No.  34. 
(T.  D.  2719;  Art.  VIL) 

Retailer  of  goods. 

A  retailer  who  is  not  also  a  wholesaler  is  a  retailer  who  does  not  from  the  same 
stock  of  goods  also  sell  at  wholesale;  hence,  where  wholesale  and  retail  stocks  are 
kept  separate  tax  applios  only  to  wholesale  stock ;  where  automobiles  are  sold  at  both 
wlM>lesale  and  retail  oy  person  who  acts  as  agent  for  manufacturer,  no  fioor  tax  ap- 
plies, but  manufacturer  is  liable  for  tax  upon  all  sales.    (T.  D.  2601;  Dec.  3, 1917.) 

A  retailer  of  goods  may  be  also  a  manufacturer,  producer,  or  importer,  as  such  per- 
sons are  defined  by  Regulations  No.  44,  relating  to  war  excise  taxes.  (T.  D.  2719; 
Art.  II.) 

Betnms. 

Each  manufacturer  of  the  articles  enumerated  in  section  GOO  of  the  act  of  October 
3,  1917,  required  to  make  monthly  returns  under  oath,  in  duplicate,  to  collector  for 
district  in  which  his  principal  place  of  business  is  located,  returns  to  be  made  on 
Form  728,  and  to  be  rendered  on  or  before  last  day  of  each  month  covering  transac- 
tion of  preceding  month,  first  return  to  cover  all  transactions  since  October  3, 1917; 
wh<^e  articles  are  sold  over  period  of  time  under  agreement  for  quantity  rebate,  tax, 
if  orig^ally  computed  on  gross  price,  may  be  adiusted  in  return  for  month  in  which 

Ericc  is  finally  determined;  branch  houses  should  in  general  make  report  to  parent 
ouse  which  is  liable  to  make  monthly  returns  of  sales  of  branch  house;  itinerant 
manufacturer  should  make  return  to  collector  of  district  where  sales  are  made.  (T. 
D.  2719;  Art.  XXVI.) 

Section  1007  of  the  act  of  October  3,  1017,  permits  an  adjustment  of  tax  between 
manufacturer  and  dealer,  but  it  does  not  a£fect  the  liability  of  the  manu^cturer  to 
return  and  pay  tax  to  the  Government.    (T.  D.  2719;  Art.  XXXVII.) 

Manufacturer  who  has  collected  amount  of  tax  ^m  dealer  required  to  make 
monthly  returns  imder  oath  in  duplicate  on  Form  728  or  Form  726.  (T.  D.  2719; 
Art.  Xtxvill.) 

Bale  defined. 

An  article  is  sold  within  Regulations  No.  44,  relating  to  war  excise  taxes,  when 
title  to  it  passes  from  the  seller  to  the  buyer,  pursuant  to  a  pre\iou3  contract  of  sale 
or  upon  a  Bale  without  previous  contract.     (T.  D.  2719;  Art.  IV,) 

Selling  corporation,  sales  through. 

In  case  of  selling  corporation  owning  substantially  all  the  stock  of  a  manufactur- 
ing corporation  wmch  nominally  sells  all  or  part  of  its  products  to  selling  corpora- 
tion, manufacturing  corporation  is  regarded  as  manufacturing  a^ent,  and  taxable 
sales  are  those  made  by  selling  corporation.    (T.  D.  2719;  Art.  V.) 

Soap. 

The  tax  imposed  by  section  600  ^g)  of  the  act  of  October  3,  1917,  is  2  per  cent  of 
the  price  for  which  soaps  are  sold  by  the  manufacturer;  soaps  advertised  or  held 
out  as  suitable  for  toilet  purposes  are  taxable;  kitchen  soap  powdeis  and  other 
articles  ordinarily  used  for  household  and  not  for  toilet  purposes  are  not  subject  to 
tax.    (T.  D.  2719;  Art  XVIII.) 

A  soap  powder  chiefly  designed  for  laundn'  purpMiBes  and  sold  by  the  manufacture 
in  bulk  to  laundriss  and  also  sold  for  retail  diatribution  to  the  pablic  in  packages 
bearing  directions  for  use  as  a  hair  shampoo,  for  which  it  is  to  a  sms^l  extent  actually 
used,  IB  subject  to  ^cise  tax  upon  the  sales  in  packages,  but  not  upon  the  EoJes  in 
bulk.    (T.  D.  2785;  Jan.  23,  1919.) 
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Sporting  goods  and  games. 

Tax  imposed  by  section  600  (f)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  price 
for  which  the  various  sporting  goods  and  games  enumerated  are  sold  by  the  manu- 
facturer; nleds,  snowshoes,  skis,  and  skates  are  not  taxed;  parts  of  sportine  goods 
and  arce (^scries  not  enumerated  are  not  taxable  if  sold  separately;  heads  and  utafts 
of  golf  clubs  are  not  taxed  until  combined  and  sold  as  complete  clubs;  parts  of  games 
are  taxable,  and  if  used  in  a  complete  game  sold  as  such  the  tax  attaches  even 
though  parts  have  been  separately  taxed;  game  of  cribbage  is  taxed  as  a  whole, 
although  it  consists  partly  of  playing  cards  on  which  a  tax  has  been  paid;  balls  of 
all  kiudn  are  taxable,  including  balls  for  putting  the  shot;  card  games  to  be  played 
by  adults  as  well  as  children,  other  than  ordinary  playing  cards,  are  subject  to  the 
tax.    (T.  D/2719;  Art.  XVII.) 

Bowling  alley  tenpins  are  "parts  of  games"  within  the  meanine  of  section  000  (f) 
of  the  act  of  October  3,  1917,  and  are  subject  to  taxation  thereunder.  (T.  D.  2795; 
Feb.  26,  1919.) 

\Miere  baseball  bats  or  other  sporting  goods  taxable  under  section  600  (f),  act  of 
October  3,  1917,  are  prepared  in  final  marketable  form  by  A,  who  marks  or  labels 
them  only  with  the  name  or  trade-mark  of  B,  who  on  their  being  delivered  to  him 
sells  them  without  further  manufacture  to  his  own  customers,  if  transaction  between 
A  and  B  is  an  actual  sale  and  not  merely  employment  of  A  by  B  to  manufacture 
the  articles  as  his  agent  ai  a  specified  profit,  A  is  the  "manufacturer''  who  is  liable 
for  the  tax;  article  2  of  Regulations  No.  44  can  not  be  construed  as  adopting  any  of 
the  provisions  of  article  21.    (T.  1).  2795;  Feb.  26,  1919.) 

State,  sales  to. 

Articles  sold  to  a  State  or  a  political  subdivision  thereof  for  use  in  carrying  on  its 
governmental  operations  are  not  subject  to  tax.    (T.  D.  2719;  Art.  VII.} 

Talking  machines. 

The  tax  imposed  by  section  600  (b)  of  the  act  of  October  3,  1917,  upon  grai)ho- 
phones,  phonographs,  talking  machines,  and  records  used  in  connection  therewith, 
IB  3  per  cent  of  the  price  for  which  sold  by  manufacturer;  accessories,  other  than 
recoras,  are  not  taxaole  unless  sold  in  combination;  toy  talking  machines  are  tax- 
able.   (T.  D.  2719;  Art.  XI.) 

Time  tax  attaches. 

The  tax  levied  by  section  600  of  the  act  of  October  3, 1917,  is  imposiad  on  all  arti- 
cles sold  by  the  manufacturer,  producer,  or  importer,  on  or  after  October  4,  1917, 
even  though  manufactured,  produced,  or  imported  before  that  date.  (T.  P.  2719; 
Art.  I.) 

The  tax  attaches  when  the  article  is  sold;  that  is  to  say,  when  title  passes  from 
seller  to  buyer  pursuant  to  previous  contract  of  sale  or  upon  sale  without  pre%'iou8 
(contract;  when  title  passes  is  question  of  fact,  dependent  upon  intention  of  parties 
as  gathered  from  contract  of  sale  and  surrounding  circumstances;  in  absence  of 
intention  to  contrary,  title  is  presumed  to  pass  upon  delivery  of  article  to  buyer 
or  to  carrier  for  the  buyer.    (T.  D.  2719;  Art.  IV.) 

In  case  of  lease  of  moving-picture  films  tax  attaches  when  manufacturer  enters 
into  contract  of  lease,  either  express  or  implied,  and  pursuant  thereto  delivers  film 
to  lessee  or  to  carrier  for  lessee.    (T.  D.  2719;  Art.  IV.) 

In  case  of  conditional  sale,  where  title  is  reserved  until  payment  of  purchase 
pri<'e  in  full,  tax  attaches  upon  such  payment,  or  when  title  paaeee  if  before  com- 
pletion of  payments.    (T.  D.  2719;  Art.  IV.) 

Tobacco  and  manufactures  thereof. 

See  ^'Cigars";  **.Cigarettes";  "Snuff";  "Tobacco." 

Toilet  articles. 

The  tax  impnosed  by  section  600  (g)  of  the  act  of  October  3, 1917.  upon  toilet  arti- 
cles and  Roaijs  is  2  per  cent  of  the  price  for  which  they  are  sold  by  tne  manufacturer: 
HoapH  advertised  or  held  out  as  suitable  for  toilet  purposes  are  taxable;  containers  of 
penumes,  if  billed  and  shipped  separately,  raw  materials,  and  floor  oils,  floor  wax, 
kitchen  soap  powders,  and  other  articles'ordinarily  used  for  household  and  not  for 
toilet  purposes,  are  not  subject  to  the  tax;  concentrated  essences  sold  to  drunifits 
and  manufacturers  for  making  toilet  articles,  but  not  for  use  ad  such,  are  not  sumect 
to  the  tax.    (T.  D.  2719;  Art.  XVIII.) 
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Toflet  articles — Continued. 

On  the  sale  for  a  lump  price,  of  a  fountain  shaving  brush  with  a  filled  shaving  cream 
cartjidge  which  is  separate  and  replaceable,  the  excise  tax  is  only  upon  the  price  of 
the  filled  cartridce  am  separately  determined,  namely,  the  established  retail  price 
of  the  filled  cartridges  sold  separately.     (T.  D.  2782;  Dec.  24,  1918.) 

'Tnited  States,  sales  to.' 

Articles  sold  to  the  Government  in  the  ordinary  course  of  business  are  taxable, 
but  where  Government  supplies  manufacturer  with  all  materials  and  parts  except 
small  portion  furnished  by  manu^turer,  under  contract  stipulating  that  manu- 
facturer shall  be  guaranteed  a  certain  profit,  no  tax  is  payable  because  manufac- 
turer does  not  sell  the  articles;  articles  manufactured  in  plants  taken  over  and 
operated  by  Government  are  not  subject  to  tax.    (T.  D.  2719;  Art.  VII.) 

Waters. 

Artificial  mineral  waters  not  carbonated,  sold  by  manufacturer,  producer,  or 
importer,  in  bottles  or  other  closed  containers,  carbonated  waters  manufactured 
ana  sold  by  the  manufacturer,  producer,  or  importer  of  the  carbonic-acid  eas  used 
in  carbonating  the  same,  and  natural  mineral  waters  and  table  waters  soola  by  the 
producer,  bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  Cjants 
per  gallon,  all  of  which  are  taxed  imder  section  313  of  the  act  of  October  3,  1917, 
are  not  subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages. 
(T.  D.  2719;  Art.  XXIII.) 

"Wholesaler." 

The  word  "wholesaler"  as  used  in  section  602  of  act  of  October  3, 1917,  does  not 
include  a  retailer  who  occasionally  sells  goods  to  other  retailers  at  less  than  retail 
prices,  unless  it  appears  that  an  effort  was  made  to  solicit  such  business  for  profit* 
(T.  D.  2570;  Nov,  6,  1917.) 

BXCUB8ION  BOATS. 
Adznissioxis. 

Charges  of  excursion  boats  providing  opportunity  for  dancing  are  subject  to  tax 

\  imposed  by  section  700  of  act  of  October  3,  1917,  where  such  charges  exceed  the 

usual  or  reasonable  rates  for  transportation  furnished.    (T.  D.  2681;  Mar.  26, 1918.) 

Excise  taxes. 

Imposition  of  transportation  tax  for  persons  transported  by  boat  is  not  conclu- 
sive that  boat  is  used  for  trade ;  if  boat  is  used  to  carr>  freight  for  hire,  it  is  not  subject 
to  tax  imposed  by  section  603  of  act  October  3, 1917,  but  if  used  to  carry  passengers, 
distinction  is  between  its  operation  in  general  commerce,  as  from  New  YoA  to 
Boston,  and  its  operation  for  plainly  pleasure  purposes,  as  from  New  York  to  Coney 
Island;  boats  carrying  pleasure  excursions  to  fishing  grounds  or  resorts  are  therefore 
taxable.    (T.  D.  2753;  Aug.  23, 1918.) 

EXECUTION. 

Income  taxes— Claim. 

When  suit  to  recover  tax  is  decided  in  favor  of  United  States,  and  execution 
issued  and  returned  nulla  bona  as  respects  whole  or  part  of  judgment,  collector  diould 
satisfy  himself  whether  or  not  any  personal  propertv  can  be  found  to  saticEfy  such 
judgment,  and  whether  there  is  apy  real  property  wnich  can  be  subjected,  by  dis- 
traint or  bv  suit  in  equity,  under  section  3207,  Revised  Statutes,  to  sale  in  satis^- 
tion  of  judgment;  where  satisfied  that  there  is  no  such  real  or  personal  property 
collector  should  present  to  commissioner  a  claim  on  Form  53  for  abatement  of 
amount  not  collected,  if  it  has  not  already  been  abated,  making  statement  thereon 
of  his  action,  accompanied  by  certificate  of  clerk  of  court  as  to  facts  in  case.  (T.  D. 
2690;  art.  253.) 

EXECT7TOBS  AND  ADMINISTBATOBS. 

See  ^'Estates";  **Eetate  Tax";  "Fiduciaries." 

EXEKPTIONS. 

See  specific  heads. 
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EXHIBITIONS. 

Seo  "Admissions'*;  "Occupational  Taxes." 

EXPENSES. 

Deputy  collectors. 

Effective  July  1, 1919,  field  deputy  collectors  entitled  to  actual  necessary  traveling 
expenses  and  reimburaement  for  amount  actually  expended  for  lodging  and  subsist- 
ence not  to  exceed  statutory  limit  of  $5  per  day  when  absent  from  designated  poets  of 
duty;  post  of  duty  shall  be  fixed  within  division  to  which  such  collector  is  assigned, 
and  shall  be  designated  at  the  largest  town  or  city  in  that  division.  (T.  D.  2SS4; 
July  9,  1919.^ 

Net  income  for  income-tax  purposes. 

See  "Income  Taxes  (Corporal ions) ";  "Income  Taxes  (Individuals)." 

Reserve  funds. 

Assets  required  to  bo  held  by  insurance  company  to  meet  ordinary  running 
expenses,  such  as  taxes,  salaries,  reinsxu^nce,  and  unpaid  brokerage,  are  not  reserve 
funds  ''required  by  law "  for  purpose  of  determining  whether  there  has  been  net 
addition  to  reserve  funds  within  the  year.    (T.  D.  3013;  May  3,  1920.    Ct.  Dec.) 

EXPOBTS. 

Alcohol  in  tanks  or  tank  cars. 

Alcohol  or  other  distilled  sj^irits  of  not  less  than  180^  proof  may  be  drawn  from 
receiving  cisterns  at  any  distillery  or  from  storage  tanks  in  difltillery  warehouse 
into  tanks  or  tank  cars  for  export  from  United  States.    (T.  D.  2368;  Sept.  11, 1916.) 

Monthly  report  of  spirits  withdrawn  from  receiving  cisterns  required  to  be.  made 
on  supplemental  Form  94A;  contents.     (T.  D.  2368;  Sept.  11,  1916.) 

Bonded  carriers  to  which  shipments  of  spirits  in  tanks  or  tank  cars  are  delivered 
for  transportation  for  export  required  to  procure  certain  seals  for  securing  can  fw 
use  until  such  time  as  Commissioner  of  Internal  Bevenue  may  adopt  a  suitable 
seal;  ordering,  numbering,  and  affixing  of  seals;  duty  of  collector  of  customs  where 
seals  are  found  to  be  intact  at  frontier  point;  duties  of  customs  inspector  where 
seals  ai-e  found  to  be  broken  or  tampered  with.     (T.  D.  2368;  Sept.  11,  1916.) 

Each  tank  or  tank  car  will  be  re&;arded  as  an  original  package,  and  an  export  stamp, 
to  be  procured  by  the  shipper,  will  be  affixed  to  each  such  tank  or  tank  car  (T.  D. 
2368;  Sept.  11,  1916.) 

Applications  for  withdrawal  of  alcohol  or  other  distilled  spirits  for  exportation  in 
tanks  or  tank  cars,  and  bonds  covering  tax  on  spirits  to  be  withdrawn,  will  be  same 
as  for  spirits  contained  in  original  packages,  except  that  in  di&tributuog  the  spirits 
the  aerial  number  of  the  storage  tank  wiU  be  given,  or  if  wiUidiawal  is  to  be  made 
direct  from  receiving  cistern,  application  and  bond  will  so  state.  (T.  D.  2368;  Sept. 
11,1916.) 

When  alcohol  or  other  distilled  spirits  are  to  be  withdrawn  from  distillery  bonded 
warehouse  free  of  tax  for  export  in  tanks  or  tank  cars,  metal  storage  tanks  must  be 
provided  in  such  warehouse  to  be  constructed  and  arranged  with  proper  pipe  con- 
nections and  suitable  weighing?  tanks,  as  prescribed  in  K^lations  No.  30;  when 
withdrawals  are  to  bo  made  direct  from  receiving  cisterns  into  tanks  or  tank  cars, 
storage  tanks  need  not  be  provided  in  such  warehouse,  in  which  case  the  weighing 
tanks  will  be  located  in  the  distillery  cistern  room    (T.  D.  2368;  Sept.  11,  1916.) 

Exportation  of  alcohol  or  other  distilled  spirits  in  tanks  or  tank  care  restricted  to 
shipments  by  railroad  destined  for  points  in  contiguous  foreign  territory.  (T.  D. 
2368;  Sept.  11,  1916.) 

Dis(tUled  spirits. 

Under  section  405  of  the  act  of  September  8, 1916,  gin  of  not  less  than  80  per  cent 
proof  may  be  botUed  in  bond  in  bottling  warehouse  on  distOlery  premises  for  export 
at  any  time  within  eight  years  after  entry  in  bond  in  distillery  warehouse;  except 
as  herein  provided  Regulations  No.  23,  revised  December  21,  1912,  and  RegtOa- 
tions  No.  29.  revised  August  18,  1914,  are  made  applicable  to  withdrawal  and  bot- 
ling  in  bond  for  export  before  expiration  of  four  years  after  entry  in  bonded  dis- 
tillery warehouse;  spirits  withdrawn  tax  paid  and  spirits  withdrawn  for  export  can 
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Distilled  spirits — Continued, 
not  be  peroBiUod  in  bottling  irarebouae  of  distillery  at  same  time.    (T.  D.  2371; 
Sept.  15,  ISm.) 

ClfikM  for  lemiflBioQ  ol  tax  on  spicite  lost  in  transit  for  export  not  required  wbero 
Bpirils  aee  shipped  ia  seated  ctcs  and  tbe  sesls  on  arcivsl  of  cars  are  found  intact 
and  where  iooB  reported  does  not  exceed  4  wiae  gaUons  as  to  sny  one  package,  pro- 
vided average  loss  does  not  exceed  2  wine  gallons  per  pack^e  as  io  all  packages 
gauged;  ro<;(ua8ite8  of  applieatioo  for  relief  whexe  1qs9  reported  exceeds  amount 
stated;  certuicate  settiAg  forth  whether  spirits  were  insured  in  excess  of  market 
value  thereof  axcluave  of  tax;  rq^^ulatlons  applicable  to  spirits  lost  when  shinped 
in  unsealed  cars  except  that  loss  m  excess  of  I  proof  gallon  pci  package  will  be 
x^arded  in  such  cases  as  excessive.    (T.  D.  2461;  Mar.  16,  1917.) 

Gaotgen  reqoired  in  making  up  Forsa  59  reporting  spirits  withdrawn  from  ware- 
bouse  lor  export  upon  onginal  gauge  to  eater  in  proper  colunms  complete  data  as 
to  each  padcage  appeadng  in  Form  $9  reporting  the  entry  gauge;  when  such  spirits 
are  shipped  for  export  in  cars  sealed  with  "U.S.C.  in  bond' '  seals,  ganger  will  pre- 
pare separate  Form  59  for  packages  shipped  in  each  car  and  serial  numbers  of  seals 
will  also  be  stated  in  Form  206,  together  with  serial  number  of  packa^[j>ills  of 
lading  for  each  car  required  to  have  seal  numbers  noted  thereon.  (T.  D.  2473; 
Apr.  2,  1917.) 

Requifement  o£  article  34,  Regulations  No.  23,  requiring  nante  of  domestic  port 
of  cleanmce  and  jportef  fevsign  destination  to  be  marked  on  cases  of  distilled  spirits 
bottled  in  bond  £»  export,  waived;  distillers,  however,  required  to  mark  on  ^'Gov- 
onuBientflide'  'of  the  cases  the  wcords  "For  export  f  com  U.  S.  A."  (T.D.24SG;  Apr. 
21, 1917.) 

Rate  of  tax  in  cssee  of  loss  in  tmnsit  for  export  will  be  determined  by  date  on 
whkdi  spirits  were  insDecied  by  customs  euager  at  port  of  export;  rate  (m  spirits 
inspected  on  or  befove  Uctober  S,  1917,  will  be  $1.10  per  proof  mlon,  but  where  loss 
is  aJBCoveied  on  or  after  October  4, 1917,  tax  due  on  loss  will  be  at  rate  of  $3.20  per 
proof  9dkm.    <T.  D.  2530;  Oct.  17, 1917.) 

Metal  packages  for  containing  distilled  spirits  for  export  not  reqnired  to  bo 
equipped  with  wooden  surfaces  for  receiTUig  the  marks,,  brands,  and  stamps, 
provided  starape  are*  securely  attached  to  metal  head  by  impervious  paste  and 
protected  by  coating  of  yamish,  and  proTided  ihe  required  marks  are  stenciled 
en  the  heade  by  use  of  pemianent  stenctling  material.    <T.  D.  2822;  Apr.  19, 1919.) 

Drafts— Stamp  tax. 

Beeowie  of  tlie  constitutional  restriction  that  no  tax  or  duty  shall  be  laid  on 
articles  exported  from  any  State,  drafts  with  bills  of  lading  attached  covering  goods 
in  course  ol  exportation  are  not  subject  to  the  tax.    (T.  D .  2682;  Mar.  26,  1918.) 

The  stamp  tax  imposed  by  subdii  i5ion  (b)  of  Schedule  A  of  the  pct  of  October  3, 
1917,  attadhea  to  time  drafts  covering  articles  shipped  from  a  Stnto  of  tho  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  tbe  Canal  Zone,  and, 
although  time  drafts  coMiring  shipments  to  the  Virgin  Islands,  the  Philippine 
Islands,  and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  er  Porto 
Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Dec.  24,  1918.) 

Drawbacln. 

Manufacturers  of  narcotics  may  lawfuUv  furnish  to  any  duly  accredited  special 
agent  or  customs  agent  of  the  Treasury  Department,  samples  required  in  order  to 
make  analyses  to  establish  allowance  of  drawback  on  manufactured  drugs  exported 
from  this  country,  taking  receipt  of  such  officer  therefor,  which  mil  be  filed  with 
official  narcotic  order  forms  and  records.    (T.  D.  2487;  Apr.  28, 1917.) 

Where  alcohol  is  exported  in  its  natural  condition,  drawback  thereon  allowed 
only  when  alcohol  is  exported  in  the  distillers'  original  casks  or  packages,  and  aUow- 
ances  is  limited  by  section  3329,  Re  vised  Statutes,  to  90  cents  per  prod  gallon;  where 
the  alcohol  is  used  in  manufacture  of  flavoring  extracts,  medicinal  or  toilet  pr^iara- 
tions  for  export,  the  drawback  should  include  both  tax  of  $1.10jper  proof  gallon,  and 
additional  tax  paid  thereon,  under  act  of  Ck:tober  3,  1917.  (T.  D.  2572;  Oct.  24, 
1917.) 

Thete  is  no  dcawback  en  exported  automobiles,  automobile  tnicks,  etc.  (T.  D« 
2591;  Nov.  24,  1917.) 


Digitized  by  VjOOQIC 


252  EXPORTS. 

Excise  taxes. 

Taxes  imposed  by  sectionfl  313,  315,  and  600  of  the  act  of  October  3,  19^17,  do  not 
apply  to  articles  sold  in  foreign  commerce  by  any  of  the  methods  outlined  by  manu- 
facturer, producer,  or  importer  located  in  one  of  the  several  States  of  the  United 
States;  this  ruling  applies  only  to  cases  of  exportation  by  manufacturer  makinff  the 
sale  on  which  but  for  the  exportation  he  would  be  liable  for  the  tax,  the  tax  there- 
fore applying  to  articles  sold  for  domestic  delivery,  but  exported  by  or  at  the  in- 
sUnce  of  the  buyer;  T.  D.  2739  revoked.    (T.  D.  2781;  Dec.  20,  1918.) 

Taxes  imposed  by  such  sections  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply,  however,  to  articles  sold  in  foreign  commerce;  by  manufacturer  located  in  a 
Territory  elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from 
United  States  to  any  of  its  island  or  other  possessions,  including  the  Canal  Zone, 
except  that  under  acts  of  Congress  articles  going  from  United  States  into  the  West 
Indian  Islands,  or  into  the  Phillippine  Islands  or  Porto  Rico,  are  exempt  to  same 
extent  as  articles  exported  from  a  State  to  a  foreign  country.  (T.  D.  2781;  Dec.  20, 
1918.) 

Sale  to  concern  doing  business  in  United  States  is  sale  for  domestic  delivery  unless 
terms  of  order  or  contract  of  sale  show  the  seller  is  to  export  article  or  that  he  is  to  make 
such  delivery  of  it  as  will  result  in  its  exportation.  Examples  of  sale  by  manufac- 
turer which  are  so  taxable,  notwithstanding  ultimate  exportation  of  articles  sold, 
are:  (1)  Sale  to  dealer  in  United  States,  effected  by  compliance  with  his  shipping 
instructions  to  export,  given  subsequent  to  contract  of  sale  which  did  not  require 
shipment;  (2)  sale  to  export  commission  house  in  United  States,  whidi  is  effected 
by  shipment  consigned  to  commission  house  at  domestic  port  and  which  is  followed 
by  immediate  exportation  to  foreign  buyer  in  whose  behalf  purchase  was  made; 
(3)  sale  to  corporation  in  United  States  which  immediately  exports  to  foreign  con- 
cern of  which  It  is  a  subsidiary;  (4)  sale  to  member  of  foreign  partnership  conducting 
buying  business  in  United  States  for  his  firm  and  exporting  articles  bought.  In 
such  cases  application  of  tax  is  not  affected  by  provision  in  contract  of  sale  f^uir- 
ing  buyer  to  use  or  dispose  of  articles  sold  only  in  some  foreign  country*  (T.  D. 
2781;  Dec.  20,  1918.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  does  not  apply  to  moving- 
picture  films  leased  by  the  manufacturer,  producer,  or  imt>orter  located  in  one  of 
the  several  States  of  the  United  States,  where  such  films  are  exported  by  manufac- 
turer making  the  sale  on  which  but  for  the  exportation  he  woiud  be  liable  for  the 
tax  therefore  applving  to  articles  sold  for  domestic  delivery,  but  exported  by  or  at 
the  instance  of  the  buyer.     (T.  D.  2781;  Dec.  20,  1918.) 

Affidavit  containing  itemized  list  of  articles  sold  in  foreign  commerce  upon  which 
tax  has  been  paid,  giving  names  of  consignees,  destination,  amount  of  tax,  month 
in  which  paid  and  statement  that  goods  were  actually  delivered  to  consignee  nanied 
in  a  foreign  country  or  the  Pliilippine  Islands  or  Porto  Rico,  pursuant  to  sale  by 
claimant  by  one  of  the  methods  recognized  in  T.  D.  2781,  and  that  affiant  has  re- 
ceived advice  to  the  effect,  may  be  accepted  as  satisfactory  evidence  in  support 
of  claim  for  recovery  back  of  excise  taxes  paid  under  Title  Vl  of  the  act  of  October 
3,  1917,  in  cases  where  because  of  number  of  shipments  and  small  amount  of  tax  in- 
volved in  each  it  is  impracticable  to  furnish  copies  of  invoices  covering  goods  sold, 
ship's  receipts,  or  copies  of  through  bills  of  lading.     (T.  D.  2785;  Jan.  23,  1919.) 

Income  taxes. 

The  net  income  from  the  venture  of  exportation  when  completed,  that  is  to  say, 
after  the  exportation  and  sale  are  actually  consummated,  is  subject  to  taxation 
under  the  general  laws.     (T.  D.  2726;  June  4,  1918.    Ct.  Deo.) 

Income  tax  imposed  by  the  act  of  Octolier  3, 1913,  is  not  laid  on  articles  in  course 
of  exportation  or  on  anything  which  inherently  or  by  the  usages  of  commerce  is 
embraced  iu  exportation  or  any  of  its  processes,  but  on  the  contrary  is  a  general  tax. 
(T.  D.  2726;  June  4,  1918.     Ct.  Dec.) 

Manner  of  exporting. 

Articles  may  be  normally  exported  in  several  ways — (1)  they  may  be  shipped  by 
the  manufacturer  to  agent'in  foreign  country  and  after  reaching  there  may  oe  sold 
by  the  ajjent;  ^2)  they  may  be  shipped  by  manufacturer  to  foreign  purchaser  to  fill 
orders  received  by  agent  in  foreign  country;  (S)  they  may  be  shipped  by  manu- 
facturer to  foreign  purchaser  to  fill  orders  received  by  manufacturer  in  the  United 

.  States;  (4)  they  may  be  shipped  by  mabufacturer  to  foreign  purchaser  to  fill  orders 
solicited  by  mail  and  received  by  mail  from  foreign  purchaser:  T.  D.  2739  super- 
seded.    (T.  D.  2781;  Dec.  20,  1918.) 


Digitized  by  VjOOQIC 


EXPORTS.  253 

Tobacco,  cigarettes,  etc. 

InstnictiosB  with  reference  to  the  shipment  from  tobftcco  and  cigarette  factories  of 
•    BO-called  eoldiers'  kits  or  cartons  containing  packages  of  tobacco  and  cigarettes 
to  New  York,  there  to  be  repacked  under  supervision  of  customs  <^cer  for  expor- 
tation to  United  States  soldiers  in  Europe.    (T.  D.  2517;  Aug.  17,  1917.) 

No  provision  is  made  by  law  for  the  exportation  without  the  payment  of  tax  of 
cigarette  papers  in  packages,  books,  or  sets,  or  of  cigarette  tubes.  (T.  D.  2552; 
Oct.  22, 1917.) 

TraBaportation  tax. 

Amounts  paid  for  transportation  of  property  in  course  of  exportation  to  foreign 
ports  or  places  are  exempt  from  tax  imposed  under  section  500  of  act  of  October 
3, 1917;  conditions  under  which  property  may  be  deemed  to  be  iR  course  of  exporta- 
tion stated;  if,  when  property  is  delivered  to  carrier,  it  appears  that  goods  are  in 
course  of  exportation,  no  tax  shall  be  collected  on  amounts  of  any  otherwise  taxablo 
changes  prepaid  upon  such  property;  tax  must  be  collected  as  and  when  transporta- 
tion charges  are  collected,  if  transportation  chaiges  be  billed  collect  or  upon  deuvery 
of  consignment  if  charges  be  prepaid.    (T.  D.  2676;  Mar.  18,  1918.) 

Adjustment  of  tax  by  earner  on  ground  that  charge  is  exempted  by  reason  of 
exportation  is  not  authorized  after  collection  of  charge  and  tax.    (T.  D.  2676;  Mar. 

.    18,1918.) 

Procedure  to  be  observed  in  filing  claims  for  refund  of  transportation  tax  based 
on  ground  that  tax  was  collected  on  property  in  process  of  exportation  stated. 
(T.^.  2727;  June  5,  1918.) 

Wines. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  shipped  to  Porto 
Rico,  the  Philipine  Islands,  and  to  the  Panama  Canal  Zone,  free  of  tax; like  exemp- 
tion,'however,  does  not  apply  to  shipments  to  the  island  of  Guam.  (T.  D.  2387; 
Oct.  30, 1916.) 

Where  domestic  wines  are  to  be  removed  from  bonded  premises  free  of  tax  for 
exportation,  party  intending  to  export  same  shall  file  with  collector  of  district  in 
which  such  premises  are  located  bond  in  stated  form,  to  be  executed  in  duplicate, 
one  copy  to  be  retained  by  collector,  and  one  copy  to  be  forwarded  to  Comnussioner 
of  Internal  Revenue;  penal  sum  of  bond  must  be  at  least  equal  to  double  amoimt  of 
tax  on  estimated  quantity  of  wine  to  be  removed  during  periou  of  three  months, 
and  in  no  case  less  tnan  $1,000;  bond  will  be  continuing  bond,  and  an  account  will  be 
kept  with  each  bond  in  which  principal  will  be  charged  with  tax  on  each  lot  removed 
for  exportation  and  will  receive  credit  for  each  lot  concerning  which  satisfactory 
proof  of  exportation  is  received.    (T.  D.  2416;  Dec.  12,  1916.) 

Withdrawal  and  export  entry  required  to  be  in  stated  form,  and  when  approved  to 
be  returned  to  exporter  and  by  him  filed  in  duplicate  with  collector  of  customs  at 
port  from  which  wines  are  to  be  shipped  at  least  six  hours  prior  to  shipment:  upon 
issuing  certificate  of  clearance  orignukl  entry  reouired  to  be  returned  to  collector 
of  Internal  revenue,  who  will  credit  export  bona  and  will  forward  entry  and  bill 
of  lading  to  Commissioner  of  Internal  Revenue.    (T.  D.  2416;  Dec.  12,  1916.) 

Where  exportation  is  by  rail  and  locks,  seals,  and  ti^  on  cars  are  found  intact, 
collector  required  to  append  to  entry  or  transportation  manifest,  and  under  seal 
specified  certificate;  return  of  en  try  and  transportation  manifest  to  collector  at  port 
from  which  merchandise  was  originally  shipped;  certificate  of  collector  of  port  uom 
which  merchandise  was  shipped.    (T.  D.  2505;  June  25,  1917.) 

W'here  exportation  is  otherwise  than  by  rail,  and  wines  are  found  to  i^ree  with 
what  is  specified  in  entry,  collector  required,  after  goods  have  been  duly  Laden  and 
cleared,  to  append  to  entry  specified  certificate;  unless  through  bill  of  ladmg  has  been 
filed  with  collector  of  customs  forwarding  said  entry,  proper  bill  of  lading  must  be 
filed  with  collector  of  customs  at  port  of  transshipment.    (T.  D .  2505 ;  Jun  e  2 5, 1917. 

Upon  receipt  of  en  try ,  collector  at  port  of  transshipment  will  direct  officer  to  ex- 
amine wines  and  ascertain  whether  same  agree  with  entry  and  to  superintend  lading 
of  same,  or,  in  case  wines  are  shipped  in  sealed  cars,  to  examine  the  seals;  duties 
of  inspector  on  finding  the  seals  intact  and  also  where  such  seals  are  found  not  in- 
tact.   (T.  D.  2505;  June  25,  1917.) 

All  packages  or  cases  containing  wines  for  export  must  be  plainly  marked  or 
tagged  for  identification,  and  such  identifying  marks  must  contain  the  words  "For 
export,"  in  letters  not  less  than  2  inches  in  height.    (T.  D.  2505;  June  25, 1917.) 
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Winos — Continued . 

Wh«re  wines  eniarod  for  export  are  to  be  tranaelupped  or  are  to  be  shipped  in 
sealed  cars  through  a  frontier  port,  collector  of  cufitoma  with  whom  entry  le  filed 
required,  upon  inspection  and  lading  of  goodB,  to  Uanamit  one  copy  of  said  entry, 
together  \Tith  copy  of  traDq>ortation  manifest,  to  coliector  of  customs  at  port  of 
traasahipment;  he  will  also  note  upon  entry  so  transmitted  whether  through  bill  of 
lading  has  been  filed  in  his  office.    (T.  D.  2505;  June  25,  1917.) 

In  case  of  shipment  of  wines  free  of  tax  from  bonded  premises  established  under 
Boction  402  of  act  of  September  8,  1916,  to  bonded  manufactiuring  warehouse  to  bo 
manufactured  into  articles  for  export,  proprietor  must  execute  Form  708,  in  quad- 
ruplicate; on  arrival  of  wines  at  port  of  entry  manufacturer  will  report  same  to  col- 
lector of  customs,  who  will  cauoe  wines  to  be  inspected  and  gaugea  and  will  ceactiiy 
receipt  of  wines  on  blue  Form  703,  returning  one  blue  copy  to  collector  of  internal 
revenue  and  sanding  other  to  commissioner;  separate  traiMportation  bond  covering 
tax  on  wines  need  not  be  executed;  credit  given  bond  (Form  699  or  699A)  on  re- 
ceipt of  certificate  by  collector  of  internal  revenue  from  coliector  of  customs.  (T.  D . 
27X8;  June  20,  1918.) 

Withdrawal  of  spirits  or  tobaeco. 

Where  goods  entered  at  one  port  arc  to  be  transshipped  at  another  (outer)  port, 
the  withdrawal  entry  and  accompanying  bill  of  lading  must  be  forwarded  to  collec- 
tor of  customs  with  whom  the  export  entry  is  originally  filed;  article  W  of  Regu- 
lations No.  29  modified.    (T.  D.  2510;  July  2,  1917.) 

Instractions  with  reference  to  supplying  manufacturers  of  tobacco,  snuff,  cigars, 
and  cigarettes  with  revised  Form  550,  application  for  withdrawal  for  export.  (T. 
D.  2521;  Sept.  1,  1917.) 

'  Hegulations  of  October  26,  1917,  relative  to  sale  and  use  of  distilled  spirits  for 
other  than  beverage  purposes  under  acts  of  August  10,  1917,  and  October  3,  1917, 
do  not  apply  to  spirits  \^ithdrawn  for  export.    (T.  D.  2559;  Oct.  26,  1917.) 

EXPRESS  COMPANIES. 

Transportation  of  property. 

See  ''Transportation";  "Transportation  Tax.'' 

EXTRACTS. 
AicohoL  • 

Alci^ol  tax  at  rate  of  $2.20  j^er  gallon,  whether  produced  from  materials  fermented 
before  or  after  September  9, 1917,  may  be  used  in  manufacture  of  bona  fide  flavoring 
extracts,  which  themselves  are  not  fit  for  beverage  purposes;  such  flavoring  ex- 
tracts may  be  subsequently  used  for  flavoring  beverages  whether  alcoholic  or  not. 
(T.  D.  2667;  Oct,  30, 1917.) 

Where  alcohol  is  used  in  the  manufacture  of  flavoring  extracts  for  emort,  draw- 
back thereon  should  include  both  tax  of  f  l.lOper  proof  gallon  and  additional  tax 
paid  thereon,  under  act  of  October  3,  1917.    (T.  D.  2572;  Oct.  24,  1917.) 

Where  blanket  permits  for  sale  and  use  of  nonbevcra^e  alcohol  have  been  issued, 
collectors  will  have  complete  reexamination  made  of  permits  and  where  found  to 
cover  alcoholic  compounds  or  preparations  which  it  is  possible  to  use  internally, 
such  as  flavoring  extracts,  they  will  have  thorough  investigation  made  and  obtain 
data  required  in  T.  D.  2576,  and  T.  D.  2699;  defective  pcrmita  must  be  corrected, 
and  where  essential,  copy  of  permit  in  collector's  office  as  well  as  copy  in  posacsmon 
ol  holder,  should  be  corrected  to  show  exact  use  to  which  alcc^ol  is  to  be  put.  (T. 
D.  2699;  Apr.  16,  1918.) 

Manufacturers  of  alcoholic  preparations  which  it  is  possible  to  use  internally, 
•  such  as  flavoring  extracts,  must,  wherever  standard  process  of  manufacture  is  pre- 
scribed by  Secretary  of  Ap^riculture,  use  such  process.    (T.  D.  2699;  Apr.  16, 1918.) 

All  so-called  malt  tonics  and  malt  extracts  containing  in  excess  of  2  per  cent  of 
alcohol  by  volume  and  not  containing  at  least  12  per  cent  of  solids  due  to  malt  are 
properly  classed  as  fermented  malt  liquors,  and  all  existing  provisions  of  internal- 
revenue  law  and  regulations  relating  to  fermented  malt  liquors,  including  sections 
of  law  imposing  special  tax  on  account  of  sale  thereof,  arc  applicable  to  such  prepa- 
radons.    (T.  D.  2727;  May  28,  1918.) 

Where  any  preparation  containing  more  than  one-half  of  one  per  cent  of  alcohol 
by  volume,  whetlier  sold  as  medicine  or  flavoring  extract  or  in  any  other  manner, 
does  not  conform  to  required  standard,  liability  will  be  asserted  to' tax  at  beveraee 
rate  on  alcohol  used;  similar  action  will  be  taken  in  case  of  preparation  made  m 
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Alcohol — Continued . 
oonfonxuty  vith  such  standaid  if  sold  by  a  manufacturer  for  bcvciage  puiposes. 
(T.  D.  2760;  Oct.  9,  1918.) 

When  it  is  desired  to  use  nonbeverage  alcohol  in  making  flavoring  extract  for 
which  no  specific  standard  or  process  has  been  prescribed  by  Secretary  of  Agricul- 
ture, maniuacturer  must  furnish,  in  duplicate,  data  required  by  T.  V.  2576  with 
respect  to  alcoholic  medicinal  compounds  not  conforming  to  TJ.  S.  P.  or  N.  F.; 
samples  of  product  will  be  required  when  doubt  exists  as  to  nonbeverage  character 
of  same,  wnich  samples  will  be  forwarded  by  express,  charges  prepaid,  to  Diviaioif 
of  Chemistry,  Office  of  the  Oommiaaioner  of  Internal  Revenue.  (T.  D.  2760;  Oct. 
9, 1918.) 

Persons  who  manufacture  or  deal  in  alcoholic  medicinal  preparations,  flavoring 
extracts,  etc.,  even  thou^  made  in  accordance  with  standaras  prescribed,  arc  only 
relieved  from  special  tax  Habihty  as  long  as  they  make  sales  for  legitimate  purposes 
only;  if  jpreparation  containing  more  than  one-half  of  one  per  cent  of  alcohol  by 
volume  IS  eAd  for  bevora«e  purposes  or  under  circumstances  wammting  reasonable 
beUef  that  it  is  to  be  used  as  a  beverage,  liability  to  tax  will  be  asserted  regardless 
of  what  other  ii^gredients  prepaiatioQ  may  contain.    <T.  D.  2760;  Oct.  9, 1918.) 

Peraons  who  use  nonbeverage  alcohol  mint  fint  complv  with  preliminary  require^ 
ments  of  laws  pertaining  to  same  and  regulations  issued  in  pursuance  thereof;  use 
of  no&beveiaije  alcohol  for  manufacture  of  medicinal  prep>arations,  flavoring  extracts, 
etc.,  is  permitted  only  imder  same  conditions  and  subject  to  same  restrictions  as 
govern  manufacture  and  sale  of  same  preparations  without  payment  of  special  tax. 
(T,  D.  2760;  Oct.  9,  1918.) 

Use  of  alcohol  by  manufacturing  chemists  or  flavoring  exteact  manufactureni 
recovered  from  dregs  or  marc  of  percolation  or  extraction  in  any  other  manner  than 
tliat  prescribed  by  section  3246,  Revised  Statutes,  as  amended  by  act  March  3, 1915, 
without  payment  of  special  tax,  will  not  be  permitted.    (T.  D.  2760;  Oct.  9,  1918.) 

Manufacturers  of  flavoring  extracts  who  do  not  pay  spedal  tax  must  comply  witli 
standards  prescribed  by  Secretary  of  Agriculture;  if  no  staiviard  has  been  prescribed, 
liability  to  special  tax  will  be  regarded  as  incurred  on  account  of  manufacture  of 
flavoring  extracts,  as  well  as  of  essences,  soft  drinks,  sirups,  etc.,  if  finished  product 
contains  more  alcohol  than  is  necessary  to  cut  the  oils  or  extract  the  desirea  active 
principles  and  hold  them  in  solution.    (T.  D.  2760;  Oct.  9,  1918.) 

X>efliiitio]ia. 

An  ^'extract,' '  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  preparation  supposed  to  possess  the  charactenstic  property  or  virtue  of  the 
original  substance  in  concentrated  fcmn,  and  includes  esaences,  flavoring  extract'^, 
aod  the  like.    (T.  D.  2719;  Art.  XXIX.) 

A  flavoring  extract  is  a  solution,  in  ethyl  alcohol  of  prc^r  strength,  of  the  sapid 
and  odorous  principles  derived  from  an  aromatic  plant  or  parts  of  the  plant,  with 
or  without  its  colmnng  matter,  and  conforms  in  name  to  the  plant  used  in  its  prepara- 
tion.   (T.  D.  29407Oct.  29,  1919.) 

Almond  extract  is  the  flavoring  extract  prepared  from  oil  of  bitter  almonds,  free 
from  hydrocyanic  acid  and  contains  not  less  than  1  per  cent  by  volume  of  oil  of 
bitter  almonds.     (Id.) 

Anise  extract  is  the  flavoring  extract  prepared  from  oil  of  anise,  and  contains 
not  less  tlian  3  per  cent  by  volume  of  oil  of  anise.    (Id.) 

Celery-seed  extract  is  the  flavoring  extract  prepared  from  celery  seed  ot  the  oil 
of  celer>'  seed,  or  both,  and  contains  not  less  than  0.3  of  1  per  cent  by  volume  of 
oil  of  celery  seed.    (Id.) 

Cassia  extract  is  tho  flavoring  extract  prepared  from  oil  of  cassia,  and  contains 
not  leas  than  2  per  cent  by  volume  of  oil  of  cassia.    (Id.) 

Cinnamon  extract  is  the  flavoring  extract  prepared  from  oil  of  cinnamon,  and 
contains  not  less  than  2  -per  cent  by  volume  of  oil  of  cinnamon.     (Id.) 

Clove  extract  is  the  flavoring  extract  prepared  from  oil  of  cloves,  and  con  tarns 
not  less  than  2  per  cent  by  volume  of  oil  of  cloves.     (Id.) 

Lemon  extract  is  tho  flavoring  extract  prepared  from  oil  of  lemon  or  from  lemon 
peel,  or  both,  and  contains  not  less  than  5  per  cent  by  volume  of  oil  of  lemon. 
Terpeneleas  extract  of  lemon  is  the  flavoring  extract  prepared  by  shaking  oil  of 
lemon  with  diluted  alcohol,  or  by  dissolving  terpeneless  oil  of  lemon  in  diluted 
alcohol,  and  contains  not  less  than  0.2  of  the  per  cent  by  weight  of  citral  derived 
from  oil  of  lemon.    (Id.) 
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Deflnitions — Continued. 

Nutmeg  extract  ia  the  flavoring  extract  prepared  from  oU  of  nutmeg,  and  contains 
not  less  than  2  per  cent  by  volume  of  oil  of  nutmeg.    (Id.) 

Orange  extract  is  the  flavoring  extract  prepared  from  oil  of  orange  or  from  orange 

peel,  or  both,  and  contains  not  less  than  5  per  cent  by  volume  of  oil  of  orange. 

Terpeneless  extract  of  orange  is  the  flavoring  extract  prepared  by  shaking  oil  of 

orange  with  diluted  alcohol,  or  by  dissolving  terpeneless  oil  of  orange  in  diluted 

,  alcohol,  and  corresponds  in  flavoring  strength  to  orange  extract.     (Id.) 

Peppermint  extract  is  the  flavoring  exUact  prepared  from  oil  of  peppermint  or 
from  peppermint,  or  both,  and  contains  not  less  tnan  3  per  cent  by  volume  of  oil 
of  peppermint.     (Id.) 

Koee  extract  is  the  flavoring  extract  prepared  from  otto  of  roses  with  or  without 
red  rose  petals,  and  contains  not  leas  tnan  0.4  of  1  per  cent  by  volume  of  otto  of 
roses,    (fd.) 

Savory  extract  is  the  flavoring  prepared  from  oil  of  savory  or  from  savory,  or 
both,  and  contains  not  less  than  0.35  of  I  per  cent  by  volume  oi  savory.    (Id.) 

Spearmint  extract  is  the  flavoring  extract  prepared  from  oil  of  spearmint  or  from 
spearmint,  or  both,  and  contains  not  less  than  3  per  cent  by  volume  of  oU  ol  spear- 
mint.   (Id.) 

Star  anise  extract  is  the  flavoring  extract  prepared  from  oil  of  star  anise,  and 
contains  not  less  than  3  per  cent  by  volume  of  oil  of  star  anise.    (Id.) 

Sweet  basil  extract  ia.  the  flavoring  extract  prepared  from  the  oil  of  sweet  basil 
or  from  sweet  basil,  or  both,  and  contains  not  less  than  O.I  of  I  per  cent  by  volume 
of  oil  of  sweet  basil.    (Id.) 

Sweet  marjoram  extract  is  the  flavoring  extract  prepared  from  the  oil  of  marjoram 
or  from  marjoram,  or  both,  and  contains  not  less  th^n  1  per  cent  by  volume  of  oil 
of  marjoram.    (Id.) 

Thyme  extract  is  the  flavoring  extract  prepared  from  oil  of  thyme  or  from  thyme, 
or  both,  and  contains  not  less  than  0.2  of  1  per  cent  by  volume  of  oil  of  thyme.    (Id.) 

Tonka  extract  is  the  flavoring  extract  prepared  from  tonka  bean,  \iith  or  without 
sugar  or  glycerin,  and  contains  not  less  tnan  0.1  of  1  per  cent  by  weight  of  coumarin 
extracted  from  the  tonka  bean,  together  with  the  corresponding  proportion  of  the 
other  soluble  matters  thereof.     (Id.) 

Vanilla  extract  is  the  flavoring  extract  prepared  from  vanilla  beans,  with  or 
without  sugar  or  glycerin,  and  contains  in  ICK).  cubic  centimeters  the  soluble  matter 
from  not  less  than  10  grams  of  vanilla  beans.     (Id.) 

Wintergreen  extract  is  the  flavoring  extract  prepared  from  oil  of  winte^green, 
and  contains  not  less  than  3  per  cent  by  volume  of  oil  of  wintergreen.  Imitation 
wintergreen  extract  or  methyl  salicylate  contains  not  less  than  3  p^  cent  by  volume 
of  methyl  salicylate.    (Id.) 

Tincture  of  Jamaica  ginger  is  held  to  be  a  medicinal  preparation  and  must  be 
made  according  to  the  United  States  Pharmacopoeia.  It  is  held  not  to  be  a  flavor- 
ing extract.    (Id.) 

Distilled  spirits. 

Prohibition  against  mixing  of  distilled  spirits  with  wines  does  not  apply  to  lim- 
ited use  of  alcohol  in  making  of  fluid  extracts  from  herbs  which  may  be  used  in  manu- 
facture of  cordials;  quantity  or  percentage  of  alcohol  permitted  in  preparation  of 
such  extracts  for  manufacture  of  cordials  must  in  all  cases  conform  to  united  States 
Pharmacopoeia.    (T.  D.  2387;  Oct.  30,  1916.)     • 

Tax-paid  still  wines,  domestic  and  foreign,  and  tax-paid  distilled  spirits  may  be 
used  by  rectifiers  in  the  manufacture  of  vermuths^  liqueurs,  cordials,  and  similar 
compounds  and  fluid  extracts,  under  stated  conditions;  bond  given  by  rectifier; 
marking  of  containers;  notice  and  records;  gauging  of  products  after  rectification; 
marking,  branding,  and  sUmping  compounds.    (T.  D.  2403;  Nov.  29,  1916.) 

The  sale  or  use  of  medicinal  and  culinary  flavoring  extracts  made  with  nonbev- 
tjfage  distilled  spirits  for  beverage"  purposes  or  for  manufacture  into  beverages  is 
illegal.    (T.  D.  2559;  Oct.  26,  1917.) 

Use  of  distilled  spirits  for  iionbeverage  purposes  includes  manufacture  of  bona 
fide  United  States  Pharmacopfxjia  or  National  Formulary  medicinal,  culinary,  and 
flavoring  extracts.     (T.  D.  2559;  Oct.  26,  1917.    T.  D.  2788;  Feb.  6,  1919.) 

Nonbeverage  distilled  spirits  taxable  at  rate  of  $2.20  per  proof  gallon  may  be  used 
by  manufacturers  of  flavoring  extracts  where  such  extracts  are  unfit  for  use  as  a 
beverage,  and  such  extracts  may  in  turn  be  used  in  manufacturing  beveza^es. 
(T.  D.  2566;  Oct.  27,  1917.) 
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IMstilled  spirits— Continued. 

Diatilled  spirits  used  in  manufacture  of  ordinary  flavoring  extracts  are  subject 
only  to  additional  tax  o£$1.10  per  proof  gallon  imposed  by  section  303  of  act  of 
October  3, 1917.    (T.  D.  2584;  Nov.  20,  1917.) 

Persons  subject  to  tax. 

Where  concentrates  or  extracts  are  sold  to  be  further  manufactured  into  flavorings 
extracts  or  sirups,  the  person  completing  the  manufacture  is  subject  to  the  tax; 
where  concentrates  or  extracts  are  sold  to  the  bottler  or  the  manufacturer  of  soft 
drinks,  the  manufacturer  of  the  concentrates  or  extracts,  is  subject  to  the  tax. 
(T.  D.  2570;  Nov.  6,  1917.) 

Soft  drinks. 

Tax  imposed  b)[  section  313  (a)  of  the  act  of  October  3^  1917,  is  based  on  price  for 
which  prepared  sirups  or  extracts,  if  intended  for  use  m  manufacture  or  produc- 
tion of  beverages,  commonly  known  as  soft  drinks,  bv  soda  fountains,  bottling 
establishments,  and  other  similar  places,  are  sold  by  the  manufacturer;  possible 
selling  "prices  and  corresponding  tax  per  gallon  in  each  case,  stated.  (T.  6.  2719; 
Art.  XXVIII.) 

An  ''extract,* '  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  preparation  supposed  to  possess  the  characteristic  property  or  virtue  of  the 
original  substance  in  concentrated  form,  and  includes  essences,  flavoring  extracts, 
and  the  like.     (T.  D.  2719;  Art.  XXIX.) 

Fpam^  concentrates,  acid  solution,  cocoa  paste,  ginger  ale  paste  and  emulsions, 
and  ordinary  household  extracts  like  vanilla,  are  subject  to  tax  imposed  by  section 
313  ^a)  of  act  of  October  3,  1917,  when  sold  if  intended  for  use  in  production  of  soft 
drinks;  extracts  intended  for  use  for  culinary  purposes  or  in  manufacture  of  ipe 
cream,  are  not  taxable;  "Sundae  dressings,''  usea  exclusively  for  pouring  over 
ice  cream,  are  not  taxable;  prepared  sirups  and  extracts  used  by  rectifiers  of  spirits 
and  as  bar  flavors  are  not  taxable;  an  extract  sold  to  another  extract  or  sirup  manu- 
facturer for  use  in  producion  of  prepared  sirup  which  is  to  be  sold  as  such,  is  not 
subject  to  tax;  no  tax  is  imposed  upon  sirups  or  extracts,  as  such,  used  by  the 
maker  for  further  manufacturing  purposes  and  not  sold  by  him.  (T.  D.  2719; 
Art.  XXX.) 

The  tax  imposed  by  section  313  (b)  of  the  act  of  October  3, 1917,  is  1  cent  for  each 
gallon  of  unfermented  grape  juice,  soft  drinks,  and  artificial  mineral  waters,  but 
carbonated,  and  fermented  liquors  containing  less  than  one-half  per  cent  of  alcohol, 
sold  bv  the  manufacturer  in  bottles  or  other  closed  containers;  tax  is  none  the  less 
payable  because  tax  mav  have  been  paid  on  extracts  or  prepared  sirups  entering 
into  manufacture  of  such  soft  drinks;  manufacturer  may  be  bottler  or  proprietor 
of  soda  fountain.    (T.  D.  2719;  Art.  XXXI.) 

Manufacturers  of  flavoring  extracts  who  do  not  pay  special  tax  must  comply 
with  standards  prescribed  by  Secretarv  of  Agriculture.  If  no  standard  has  been 
prescribed,  liability  to  special  tax  will  be  regarded  as  incurred  on  account  of  manu- 
tarture  of  flavoring  extracts,  as  well  as  ot  essences,  soft  drinks,  sirups,  etc.,  if 
finished  product  contains  more  alcohol  than  is  necessary  to  cut  the  oils  or  extract  the 
desired  active  principles  and  hold  them  in  solution.    (T.  D.  2760;  Oct.  9,  1918.) 

Where  sirups  or  extracts  taxable  under  section  313  (a),  act  of  October  3,  1917, 
are  prepared  in  final  marketable  form  b)r  A,  who  marks  or  labels  them  only  with 
the  name  or  trade-mark  of  B,  who  on  their  being  delivered  to  him  sells  them  with- 
out further  manufacture  to  his  own  customers,  if  transaction  between  A  and  B  is 
an  actual  sale  and  not  merely  employment  of  A  by  B  to  manufacture  the  articles 
as  his  agent  at  a  specified  profit,  A  is  the  "manufacturer"  who  is  liable  for  the  tax; 
article  2  of  Kegulations  No.  44  can  not  be  construed  as  adopting  any  of  the  pro\i- 
rions  of  article  21.    (T.  D.  2795;  Feb.  26,  1919.) 

FAIBS. 

Agricultural  fairs— Capital  stock  tax. 

Provision  of  article  2,  of  Regulations  38,  exempting  agricultural  organizations, 
only  applies  to  those  organizations  that  are  engaged  in  that  business  merely  for  the 
general  wdfare  and  benefit  of  the  public,  such  as  agricultural  fairs  or  exhibitions;  a 
corporation  engaged  in  general  fanning,  raising  cattle,  or  the  agricultural  btisinees  tor 
profit  is  liable  to  the  tax.  (T.  D.  2417;  Dec.  16,  1916.  T.  D.  2750,  Art.  12;  Aug. 
9,  1918.) 
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Agricultural  fairs — Continued. 

Defisition. 

The  tsna  ''agricultural  iairs/'  as  uaed  in  section  700  of  the  act  of  October  3»  1917, 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  int^^ts,  but  not 
bench  shows  or  other  indoor  exhibitions.     (T.  D.  2681;  Mar.  26,  1918.) 

Horticultural  fairs — ^Capital  stock  tax. 

Provision  of  article  2,  of  Regulations  38,  exempting  from  tax  horticultural  organiza- 
tions, only  applies  to  those  corporations  that  are  engaged  in  that  business  merely  for 
the  general  welfare  and  benefit  of  the  public,  such  ashorticultural  fairs  or  exhibitions. 
(T.  D.  2417;  Dec.  16,  1916.    T.  D.  2750,  Art.  12,  Aug.  9,  1912). 

Income  taxes — Exemptions. 

-  Agricultural  organizations  do  not  include  corporations  engaged  in  g;rowing  agri- 
cultural products  or  raising  live  stock  or  similar  products  for  profit,  but  mcludc  only 
those  oi^anizations  which,  having  no  net  income  inuring  to  benefit  of  members,  are 
educational  or  instructive  in  character,  and  which  have  tor  their  purpose  the  better- 
ment of  conditions  of  those  engaged  in  these  pursuits,  improvement  of  growing  of 
their  products,  and  encouragement  and  promotion  of  industries  to  higher  degree  of 
efficiency;  included  in  this  class  as  exempt  are  county  fairs  and  like  associations  of  a 
quasi-public  character;  societies  or  associations  holding  race- meets  from  which 
profits  inure  or  may  inure  to  members  or  stockholders  are  not  exempt.  (T.  D.  2690; 
art.  73.) 

FALSE. 
Definition. 

The  word  '  'false,*'  as  used  in  the  fifth  subdivisbu  of  section  38  of  the  act  c^  August 
5, 1909,  means  ^  'untrue  '*  or '  'incorrect,"  and  does  not  necessarily  mean  intentionally 
or  fraudulently  false.    (T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

FAMILY  USE. 
Wines. 

Exemption  from  tax  on  wines  produced  for  family  use,  under  section  402  (b)  of 
act  September  8,  1916,  does  not  apply  to  (a)  wines  made  by  one  person  for  use 
of  another,  whether  consumed  on  i)remiBes  or  removed  therefrom  for  family  use  of 
owner;  (b)  wines  })roduced  by  a  single  person,  uniiesB  he  is  the  head  of  a  family; 
(c)  wines  produced  by  married  man  living  apart  from  his  familv,  and  not  for  use 
of  that  family;  (d)  wines  made  by  partnership,  or  to  wines  produced  at  a  winery 
owned  and  operated  bv  several  heads  of  families  jointlv;  (e)  wines  furnished  ranch 
hands  or  boarders,     (f .  D.  2765;  Oct.  21,  1918.) 

Each  person  entitled  to  and  desiring  to  avail  himself  of  exemption  provided  by 
section  402  (b)  of  act  September  8,  1916,  must  file  notice  with  collector  of  internal 
revenue  before  commencing  manufactiue  of  wine;  such  notice  must  be  on  paper 
8  by  lOi  inches  in  size  and  in  stated  form.     (T.  D.  2765;  Oct.  21,  1918.) 

FABMS. 

Definition. 

The  term  ''farm/'  as  used  in  instructions  governing  preparation  of  income  tax 
returns  by  farmers,  held  to  embrace  farm  in  the  ordinarily  accepted  sense,  and  in- 
cludes plantations,  ranches,  stock  farms,  dairy  farms,  poultry  farms,  truck  farms,  and 
all  land  used  for  similar  purposes.    (T.  D.  2665;  Mar.  8, 1918.) 

FABM  LOAN  ASSOGLA.TIONS. 

See  "Farmers." 

FABMEBS. 

Capital  stock  tax— Ag^ricultural  organizations. 

Provision  of  article  2,  of  Regulations  38,  exempting  agricultural  or  horticultural 
(Hganizations,  only  applies  to  those  corporations  that  are  engaged  in  that  business 
merely  for  the  general  welfare  and  benefit  of  the  public,  such  as  agricultural  or  horti- 
cultural ^rs  or  exhibitions;  a  corporation  engaged  in  general  farming,  raising  cattle, 
or  the  agricultural  business  for  profit ,  is  liable  to  tax  the  same  as  any  other  corporation . 
{T.  D.  2417;  Dec.  16,  1910.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 
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Capital  stock  tax — Continued. 

~ —  Insurance  companies. 

FarmerB*  or  other  mutual  hail,  cyclone,  or  fire  insurance  company  of  purely  local 
character,  income  of  which  consists  solely  of  aaseasments,  dues,  and  fees  collected 
from  members  for  sole  purjwse  of  meeting  expenses,  is  exempt  from  tax  imposed  by 
section  407  of  the  act  of  September  8,  191G.  (T.  D.  2383:  Oct.  19, 1916.  T.  D.  2750, 
art.  12;  Avtg.  9,  191S.) 

Mutual  ditch  or  irrigation  companies. 

Farmers'  or  other  mutual  ditch  or  irrigation  company  of  purely  local  character, 
income  of  which  consie^  solely  of  assessments,  dues,  and  fees  collected  from  members 
for  sole  purpose  of  meeting  expenses,  is  exeinpt  from  tax  imposed  by  section  407  of 
act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  2750,  art.  12;  Aug. 
9,  1918.) 

Mutual  telephone  companiea. 

Farmers'  or  other  mutual  or  cooperative  telephone  company  d  purely  local  char- 
acter, income  (A  which  consists  solely  of  assessments,  dues,  and  fees  ccdlected  frc»n 
members  for  purpose  ci  meeting  expenses,  is  exempt  from  tax  imposed  by  section  407 
of  act  of  SeptembCT  8,  1916.  (T.  D.  2383;  Oct.  19, 1916.  T.  D.  2750,  art.  12;  Aug. 
9. 1918.) 

— —  National  farm-loan  associations. 

National  farm-loan  associations,  as  provided  in  section  26  of  the  act  of  July  17, 1916, 
are  exempt  from  tax  imposed  by  section  407  of  act  of  September  8,  1916.  (T.  D. 
2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9.  1918.) 

Salee  associations. 

Fanners',  fruit  growers*,  ot  like  associations,  organized  and  operated  as  sales  agent 
for  purpose  of  marketing  products  of  members  and  tiu'ning  bac^k  to  them  proceeds 
of  sales  less  necessary  selling  expenses  on  basis  of  quantity  of  produce  furnished  by 
them,  are  exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8, 1916. 
(T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

I>eflnition. 

All  corpofratioos,  partner^ps,  or  individuals  who  cultivate,  operate,  or  manage 
farms  for  gain  or  profit,  either  as  owners  or  tenants,  are  farmers  for  the  purposes  ef 
instruction  governing  preparation  ol  income  tax  returns  by  farmers.  (T.  D.  2665; 
Mar.  8, 1918.) 

Penons  cultivating  or  operating  farm  for  recreation  or  pleasure  on  basis  other  than 
recognized  principles  of  commercial  farming,  result  of  which  is  a  continuous  loss 
from  3'ear  to  year,  is  not  regarded  as  a  farmer.    (T.  D.  2690;  art.  4.) 

Income  taxes  -Exemptions . 

Interest  on  securities  issued  under  provisions  of  Federal  farm  loan  act  of  July  17, 
1916,  shall  not  be  included  aj3  income.     (T.  D.  2690;  art.  5.) 

Agricultural  organizations  are  exempt  from  tax  without  condition;  C(dlector,  be- 
ing satisfied  that  orgaoizatiun  comes  within  exempted  class,  is  authorized  to  elimi- 
nate it  from  his  list  and  relieve  it  from  neceaaity  of  making  returns.  (T.  D.  2690; 
art.  68.) 

Fanners'  or  other  mutual  hail,  cyclone  or  fire  insurance  company,  mutual  ditch 
or  irrigation  company,  or  mutual  or  cooperative  telephone  company  is  specifically 
exempt  from  income'tax,  provided  that  their  entire  income  consists  solely  of  assess- 
ments, dues  and  fees  collected  from  members  for  sole  purpose  of  meeting  expenses 
incurred  in  pursuance  of  purpose  for  which  organized;  if  any  such  orgamzation  has 
income  from  any  sDurce  other  than  assessments,  dues,  and  fees  such  income  is  tax- 
able, and  orgamzations  receiving  same  will  be  required  to  make  returns.  (T.  D. 
2G90;  art.  69.) 

Farm  loan  associations  organized  pursuant  to  act  of  July  17, 1916,  are  exempt  from 
tax  without  condition;  collector,  being  satisfied  that  organization  comes  within 
exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  relieve  it  from  necessity 
of  making  returns.    (T.  D.  2690;  art.  08.) 

Agricultural  or  horticultuial  organizations  do  not  indudo  corporations  engaged  in 
growing  agricultural  or  horticultural  products  or  raising  live-stocK  or  similar  products 
for  pront,  but  include  only  those  organizations  which,  ha\'ing  no  net  income  iniuing 
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Income  taxes — Exemptions — Continued. 

to  benefit  of  members,  are  educational  or  instructive  in  character,  and  -wrhich  have 
for  their  purpose  the  betterment  of  conditions  of  those  engaged  in  these  pursuits^  im- 
provement of  crowing  of  their  products,  and  encouragement  and  promotion  of  in- 
dustries to  higher  decree  of  efficiency;  included  in  this  class  as  exempt  are  county 
fairs  and  like  a33>ciations  of  a  auasi-public  character;  societies  or  associations  hold- 
ing race  meets  from  which  profits  inure  or  may  inure  to  members  or  stockholders  arc 
not  exempt.    (T.  D.  2690;  art.  73.) 

Corporation  engaged  in  raising  stock  or  poultry,  or  growing  grain,  fruits,  or  other 
products  of  this  character,  as  means  of  livelihood  and  for  purpose  of  gain,  is  an  agri- 
cultural or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kind  of 
business  in  which  it  is  engaged,  and,  as  such,  is  not  exempt  from  taxation.  (T.  D. 
2690;  art.  74.) 

Farmers',  fruitgrowers',  or  like  sasooiation,  organized  and  operated  as  a  sales  a^ent 
to  market  products  of  its  members,  in  order  to  come  within  the  exemption  provided 
in  paragraph  *' eleventh  '*  of  section  11  of  the  act  of  September  8, 1916,  as  amended, 
must  establish  to  satisfaction  of  collector  or  Commissioner  of  Internal  Revenue  fact 
that,  for  their  own  account,  they  have  no  net  income,  and  that  entire  proceeds  of 
marketing  products  of  their  members,  less  necessary  selling  expenses,  are  turned 
back  or  paid  to  members  on  basis  of  quantity  of  produce  furnished  by  them — quan- 
tity and  grade  being  considered — as  purchase  price  of  such  produce.  (T.  D.  2690; 
art.  75.)    See  T.  D.  2737;  June  19,  1918. 

Net  income. 

Where  expenses  incurred  in  operating  a  farm  for  recreation  or  pleasure  are  in  ex- 
cess of  receipts  therefrom,  entire  receipts  from  sale  of  products  may  be  ignored  in 
rendering  return  of  income,  and  expenses  will  not  constitute  allowable  deductions 
in  return  of  income  derived  from  otner  sources.    (T.  D.  2690;  art.  4.) 

Under  paragraph  7  of  section  5  (a)  of  the  act  of  1916  there  may  be  claimed  a  rea- 
sonable allowance  for  depreciation  on  farm  buildings  (other  than  dwelling  occupied 
by  owner),  farm  machinery,  and  other  ph>'sical  property,  including  stock  purchased 
for  breeding  purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased 
for  resale  will  be  allowed.    (T.  D.  2690;  art.  4.) 

In  case  of  sale  total  amount  received  for  stock  raised  and  for  stock  purchased  for 
resale  is  to  be  accounted  for  as  income.    (T.  D.  2690;  art.  4.) 

Individual  engaged  in  raising  and  selling  stock  may  not  claim  as  loss  value  of  such 
animals  raised  as  die;  in  case  of  animals  purchased,  which  die,  amount  of  purchase 
money  will  be  an  allowable  deduction,  if  not  previously  deducted  as  business  ex- 
pense.   (T.  D.  2690;  art.  4.) 

When  farm  products  are  held  for  favorable  market  prices,  no  deduction  on  account 
of  shrinkage  in  weight  or  physical  \'alue,  or  losses  by  reason  of  such  shrinkage  or  de- 
terioration in  storage  shall  be  allowed.    (T.  D.  2690;  art.  4.) 

Cost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense^  but  cost 
of  ordinary  tools  of  short  life  or  insignificant  cost,  such  as  hand  tools,  mcluding 
shovels,  rakes,  etc.,  may  be  included  under  this  item.    (T.  D.  2690;  arts.  4, 123.) 

Money  expended  for  stock  for  breeding  purposes  is  re^rded  as  capital  invested, 
and  where  stock  dies  from  disease  or  injury  or  is  killed  by  order  ot  authorities  of 
State  or  United  States  and  cost  thereof  has  not  been  claimed  as  item  of  expense, 
amounts  so  expended,  less  any  depreciation  which  may  have  been  previously 
claimed,  may  be  deducted  as  a  loss;  if  reimbursement  is  made  by  State  or  United 
States,  anount  received  shall  be  reported  as  income  for  year  in  which  reimburse- 
ment is  made.    (T.  D.  2690;  arts.  4,  123.) 

If,  in  case  of  farmers',  fruit  growers*,  or  like  assodatiou,  organised  and  operated  as 
as  sales  agent  to  market  products  of  its  members,  amounts  paid  to  members  are  based 
solely  upon  quantity  of  produce  furnished,  such  amounts  may  be  deducted  from 
gross  proceeds  of  sale,  and  taxable  net  income  will  be  amount  of  earnings  passed  to 
surplus,  or  distributable  among  members  on  basis  of  their  stock  holdings.  (T.  D. 
2690;  art.  75.) 

There  may  be  claimed  a  reasonable  allowance  for  depreciation  on  farm  buildings, 
farm  machinery,  and  other  physical  property,  including  stock  purchased  for  breed- 
ing purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased  for  resale 
will  be  allowed.    (T.  D.  2690;  art.  123.) 

Corporations  engaged  in  operating  plantations,  ranches,  stock  farms,  poultry 
farms,  and  lands  Used  for  raising  fruit,  truck,  etc.,  including  orchards  of  all  kindi^ 
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Ineoine  taxes—Continued. 

Net  income — ^Continued. 

ehall  make  their  returns  on  the  basis  of  the  products  actually  marketed  and  sold 
during  the  year,  whether  such  products  wS^  produced  or  purchased  and  resold. 
(T.  D.  2690;  art.  123.) 

In  determining  cost  of  stock  for  purpose  of  ascertaining  deductible  loss  there  shall 
be  taken  into  account  only  the  purchase  price  and  not  the  cost  of  any  feed,  pasturage, 
or  care  which  has  been  deducted  as  an  expense  of  operations.    (T.  D .  2690;  art.  123.) 

Cost  of  live  stock  purchased  for  resale  by  corporation  engaged  in  operating  planta- 
tions, stock  farms,  etc.,  is  an  allowable  deduction  under  item  of  expense.  (T.  D. 
2690;  art.  123.)    But  see  T.  D.  2665. 

All  deductions  by  corporations  engaged  in  operating  plantations,  ranches,  etc., 
shall  be  based  upon  legitimate  expense  incident  to  current  year  whether  for  produc- 
tion of  present  or  future  years,  except  that  in  case  wherein  corporation  is  engaged 
in  producing  crops  which  take  more  than  a  vear  from  time  of  planting  to  process  of 
gatnering  and  disposing,  income  reportea  and 'expenses  deducted  should  be 
determined  upon  crop  basis.    (T.  D.  2690;  art.  123.)    But  see  T.  D.  2665. 

Betums — Aocounts. 

Farmers  who  keep  books  according  to  some  approved  method  of  accounting, 
which  clearly  shows  net  income,  and  take  annual  inventories,  may  prepare  returns 
in  accordance  with  showing  made  by  such  books  and  inventories;  ascertainment  of 
gross  income  where  inventory  method  is  adopted  by  farmer.  (T.  D.  2665;  Mar. 
8,  1918.) 

Deductions. 

Amount  expended  in  purchasing  stock  for  resale  is  an  investment  of  capital  and 
is  not  to  be  taken  as  an  item  of  expense  for  year  in  which  stock  was  purchased  or  for 
any  subsequent  year,  but  when  stock  so  purchaaed  is  sold  its  cost  is  to  be  deducted 
from  sales  price  m  ascertaining  amount  of  gain  or  profit  returnable  for  tax  purposes; 
where  cost  of  stock  or  farm  products  purchased  in  1916  or  any  previous  year  for 
resale  has  been  claimed  as  a  deduction,  and  such  stock  or  farm  products  were  sold 
during  1917,  entire  proceeds  are  to  be  returned  as  income  for  year  in  which  sale  was 
made.    (T.  D.  2665;  Mar.  8,  1918.) 

All  items  of  expense  connected  with  the  planting,  cultivating,  harvesting,  and 
marketing  of  a  crop,  or  the  care,  feeding,  and  marketing  of  live  stock,  may  be  claomed 
as  deductions  only  in  the  return  rendered  for  the  year  during  which  such  expendi- 
tures were  made;  this  applies  even  though  crop  or  stock  may  not  have  been  sold 
or  exchanged  for  money  or  money  equivalent  during  year  for  which  return  is  ren- 
dered.    (T.  D.  2665;  Mar.  8,  1918.) 

Rents  received  in  crop  shares  must  be  returned  as  of  year  in  which  shares  are 
reduced  to  money  or  money  equivalent,  and  allowable  deductions  must  be  claimed 
in  return  of  income  for  tax  year  in  which  they  apply,  although  expenses  and 
deductions  may  be  incident  to  products  which  remain  unsold  at  end  of  year.  (T.  D. 
2690;  art.  4.) 

— Exchange  of  produce  for  merchandise. 

Where  farmer  exchanges  farm  produce  for  merchandise,  groceries,  or  mill  prod- 
ucts*,  the  market  value  of  the  article  or  product  received  in  exchange  is  to  be  re- 
turned as  income.    (T.  D.  2665;  Mar.  8,  1918.) 

— Inventories. 

Where  farmer  has  adopted  inventory  method  of  keeping  accounts,  he  should,  in 
order  to  ascertain  gross  income,  add  to  amount  received  from  sales  during  year  the 
inventory  of  the  live  stock  and  products  on  hand  at  the  close  of  the  year,  and  then 
deduct  amount  expended  in  purchasing  live  stock  and  products  plus  inventory  of 
live  stock  and  products  at  beginning  of  year;  no  deduction  can  be  made  for  stock 
or  products  lost  during  year;  stock  purchased  for  any  purpose  other  than  reaede 
may  be  included  in  inventory  for  eacn  year  at  a  figure  wnich  will  reflect  reduction 
in  value  estimated  to  have  occurred  through  increase  or  age  or  other  causes;  cost 

Srice  of  articles  sold  must  not  be  taken  as  additional  deduction.    (T.  D.  2665; 
lar.  8,  1918.) 

^ Produce  consumed  by  family. 

A  farmer  is  not  required  to  include  in  his  income-tax  return  the  value  of  him 
produce  consumed  by  himself  and  family.    (T.  D.  2665;  Mar.  8^  1918.)  ^ 

Farmers  who  do  not  keep  books  of  account  and  ascertain  their  gross  income  by 
inventory  should  prepare  returns  of  annual  net  income  on  basis  of  actual  receipts 
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Beturns— Continued. 

Beceipts  aiul  disburseznentB. 

and  disbursements  in  order  that  retuAis  niay  be  susceptible  of  audit  for  purposes  of 

verification.    (T.  D.  2665;  Mar.  8,  1918.). 

Bales  agents. 

If,  in  course  of  their  business,  farmers',  fruit  growers*,  or  like  association,  organ- 
ized and  operated  as  sales  i^nts  to  market  p«xiuets  of  its  members,  purchase  for 
cash  at  a  stipulated  price  articles  of  produce  with  view  of  selling  them  for  gain,  they 
will  be  required  to  make  returns  of  annual  net  income  and  include  therein,  for  pur- 
pose of  tax,  all  income  derived  from  such  transactions.    (T.  D.  2690;  art.  75.) 

Periodical  refunds  made  by  cooperative  societies  in  acccMrdance  with  by-laws  or 
published  rules  are  to  be  regarded  as  discounts  or  rebates,  tending  to  reduce  the 
taxabk  net  income  of  the  organizations,  and  tttey  should  appear  as  an  added  item 
of  cost  in  the  detailed  schedule  of  cost  items  submittM  with  the  organization's  return 
of  income.    (T.  D.  2737;  June  19,  1918.) 

Time  as  of  which  made. 

All  gains,  profits,  and  income  derived  from  sale  or  exchange  of  farm  products, 
whether  produced  on  the  farm  or  purchased  and  resold  by  the  farmer,  shall  be  in- 
cluded in  the  return  of  income  for  year  in  which  products  were  actually  mariceted 
and  sold.    (T.  D.  2665;  Mar.  8,  1918.) 

FEDEBAL  FABM   LOANS. 

Interest  on  securities— Income  tax. 

Interest  on  securities  issued  under  provisions  of  Federal  farm  loan  ac!t  of  Julv  17, 
1916,  shall  not  be  included  as  income.    (T.  D.  2690.  art.  5.) 

PEDBBAL  liAND  BANKS. 
Capital  stock  tax. 

Federal  land  banks,  as  provided  in  section  26  of  act  of  July  17, 1916,  are  exempt 
from  tax  imposed  by  section  407  of  act  of  September  8,  1916.  (T.  D.  2383;  Oct* 
19,  1916.     T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Tax  does  not  apply  to  joint-stock  land  banks  as  to  income  derived  from  bonds  or 
debentures  of  other  joint-stock  land  banks  or  Federal  land  bank  belonging  to  such 
joint-stock  land  bank.    (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Income  taxes — Exemptions. 

Federal  land  banks  are  exempted  from  tax  without  condition;  collector,  being 
satisfied  that  organization  comes  within  exempted  class,  is  authorized  to  eliminato 
it  from  his  list  and  relieve  it  from  necessity  of  making  returns.  (T.  D.  2690;  art. 
68.) 

FEDEBAL  BESEBVE  BANKS. 

Income  taxes — Exemptions. 

Exemption  pro\'ided  for  in  Federal  reserve  statute,  section  3,  of  the  act  of  October 
22, 1914,  attacnes  to  and  follows  income  derived  from  dividends  on  stock  of  Federal 
reserve  banks  into  hands  of  stockholders,  that  is  to  say,  dividends  received  on  stock 
of  such  banks  are  exempt  from  taxes  imposed  by  acta  of  September  8,  1916,  as 
amended,  and  of  October  3,  1917;  this  ruling  does  not  contemplate  that  dividends 
paid  by  member  banks  are  exempt  from  the  2  per  cent  tax,  but  such  dividends,  in 
so  far  as  they  may  be  received  by  other  corporations,  may  be  treated  as  a  credit 
against  net  income  in  computing  the  war  income  tax  imposed  by  Title  I  of  the  act 
of  October  3,  1917.    (T.  1>.  2690;  art.  86.) 

FEDEBAL  BESEBVE  BOABB. 

Bankers'  acceptances — Stamp  taxes. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  imposed  by  Schedule  A  of  Title 
VI II  of  the  act  of  October  3, 1917,  attaches  to  drafts  or  checks  at  the  time  of  delivery, 
if  delivered  within  the  territorial  jurisdiction  of  the  United  States  and  expressed  to 
be  payable  otherwise  than  at  sight  or  on  demand,  but  not  to  drafts  or  checks  not  yet 
delivered  or  delivered  in  a  foreign  countr>'  or  expressed  to  be  payable  at  sight  or 
on  demand,  is  applicable  to  bankers*  acceplanccj^  as  defined  by  tlie  regulations 
of  the  Federal  Reserve  Board.    (T.  D.  2682;  Mar.  26,  1918.) 
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Trade  acceptances— Stamp  taxes. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  imposed  by  Schedule  A  of  Title 
VIII  of  the  act  of  October  3, 1917,  attaches  to  drafts  or  cnecks  at  the  time  of  delivery, 
if  delivered  within  the  territorial  jurisdiction  of  the  United  States  and  expressed  to 
be  payable  otherwise  than  at  sight  or  on  demand,  but  not  to  drafts  or  checks  not 
yet  delivered  or  delivered  in  a  foreign  country  or  expressed  to  be  payable  at  sight 
or  on  demand,  is  applicable  to  trade  acceptances  as  defined  by  the  regulations  of 
the  Federal  Reserve  Board.    (T.  D.  2682;  Mar.  26,  1918.) 

FEES. 
Income  taxes — Claim. 

Collectors  are  authorized  to  pay  clerk  ol  court  his  legal  fees  for  certificates  furnished 
by  him  relative  to  litigated  taxes,  and  will  be  credited  in  their  expense  accounts  for 
amounts  so  paid  on  filing  therewith  vouchers  covering  expenses  thus  incurred. 
(T.  D.  2690;  art.  255.) 

Membership. 

See"  Dues.  ^' 

FEBUENTED  LIQUORS. 
Act  published. 

Extract  from  act  of  September  8,  1916,  relating  to  tax  on  fermented  liouors,  pub- 
lished for  information  of  internal-revenue  officers  and  others  coocenied .  (T.  D.  2365 ; 
Sept.  11, 1916.) 

Alaska. 

Extracts  from  act  of  February  14, 1917,  {Mx>hibiting  manufacture  and  sale  of  alco- 
holic Hquors  in  Alaska,  published  for  informatum  of  internal-ievenue  officera  and 
others  concerned.    (T.  D.  2466;  Mar.  27,  1917.) 

Alcoholic  content. 

Alcoholic  content  of  fermented  malt  liquor  produced  in  United  States  (except  ale 
and  porter)  must  in  no  case  exceed  2i  per  cent  of  alcohol  by  weight.  (T.  D.  2618; 
Dec.  21, 1917.) 

All  so-called  malt  tonics  and  malt  extracts  containing  in  excess  of  2  per  cent  of 
alcohol  by  volume  and  not  containing  at  least  12  per  cent  of  solids  due  to  malt  are 
property  classed  as  fermented  malt  liquors,  and  all  existing  pro\'ipion9  of  internal- 
revenue  law  and  reflations  relating  to  fermented  malt  liquors,  including  section 
of  law  imposing  special  tax  on  account  of  sale  thereof,  are  applicable  to  such  prepara- 
tions.    (T.  D.  2717;  May  28,  1918.) 

Analysis. 

Officers  having  reason  to  suspect  that  contents  of  packap^o  sent  out  from  brewery 

g remises  have  alcoholic  content  exceeding  2i  per  cent  instructed  to  forward  sample 
n  analysis,  after  having  dissolved  in  sample  5-grain  tablet  of  bichloride  of  mercury ; 
label  to  be  specifically  marked  * 'Poison.'^    (T.  D.  2618;  Dec.  21,1917.) 

Bonds. 

Execution  of  new  bonds  required  wherever  specific  acts  of  Congress  or  ratet'  of 
taxation  necessitate  such  bonds.     (T.  D.  2525;  Sept.  24,  1917.) 

Carbonated  beverages. 

Carbonated  fermented  liquors  containing  less  than  one-half  par  cent  of  alcohol 
are  to  be  classed  as  carbonated  beverages  and  not  as  fermented  liquors  within  mean- 
ing of  section  313  (b)  of  the  act  of  October  3, 1917,  and  are  accordingly  not  directly 
taxed  unless  manufactured  and  sold  by  the  manufacturer,  producer,  or  importer  of 
the  carbonic  acid  gas  used  in  carbonating  them.    (T.  D.  2719;  Art.  XXXI.) 

Carbonic  acid  gas. 

Carbonic  acid  gas  used  in  manufacture  of  ale  is  taxable.  (T.  D.  2598;  Nov.  24, 
1917.) 

Tax  imposed  by  section  315  ol  the  act  of  October  3, 1917,  is  5  cents  for  each  pound 
of  carbonic  acid  gas  in  drums  or  containers  sold  by  the  manufacturer,  if  intended 
for  use  in  the  manufacture  or  production  of  carbonated  water  or  drinks,  including 
fermented  liquors  containing  less  than  one-half  per  cent  of  alcohol;  carbonic  acid 
gas  used  in  drawing  beer  from  containers  or  in  operation  of  refrigerating  plants,  or  in 
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Cairbomc  add  gas — Continued. 

preserving  food  products,  or  in  manufacture  of  beverages  containing  one-half  per 
cent  or  more  of  alcohol,  is  not  subject  to  the  tax;  in  all  cases  of  sales  of  carbonic 
acid  gas  for  use  other  than  in  the  manufacture  of  carbonated  water  or  other  drinks, 
manufacturer  must  prominently  stamp  on  or  affix  to  container  a  warnins,  as  follows: 
"Federal  tax  not  paid.  Unlawful  to  use  in  the  manufacture  of  oeverages." 
(T.  D.  2719;  Art.  XXXV.) 

Cistems. 

Temporary  regulation  providing  that  until  further  notice  brewers  having  estab- 
lished pipe  line  for  transfer  of  fermented  liquors  may  set  aside  and  utilize  one  or 
more  cisterns  pertaining  thereto  for  containing  liquors  containing  not  to  exceed  one- 
half  of  1  per  cent  of  alcohol  by  volume  for  transfer  through  the  pipe  line  for  sole  pur- 
pose of  bottling,  under  certain  conditions  and  restrictions;  duties  of  deputy  collector 
in  attendance.    (T.  D.  2359;  Sept.  9, 1916.) 

Regulation  as  to  construction  of  measuring  cisterns  for  determination  of  quantity 
of  taxable  materials  transferred  from  brewery  to  contiguous  industrial  distillery, 
such  cistems  to  be  used  also  as  chaise  tanks  for  distillery,  to  enable  collector  to  make 
prescribed  survey.    (T.  D.  2564;  Oct.  26,  1917.) 

Floor  tax. 

All  vermuths,  cordial?,  and  other  compounds,  in  which  distilled  spirits  exclusively 
have  not  been  used,  but  which  contain  spirits  produced  by  fermentation,  and  those 
produced  by  distillation,  will  be  considered  as  havin?  15  per  cent  alcohol  by  vol- 
ume produced  by  natural  fermentation,  and  additional  tax  of  $2.10  per  proof  gallon 
will  be  due  only  on  alcoholic  content  in  excess  of  15  per  cent;  wnere  vermuths, 
cordials,  and  other  compounds  are  manufactured  with  mixtures  of  wines  and  spirits, 
additional  tax  will  be  due  only  on  distilled  spirits  contained  therein  and  not  on 
spirits  contained  in  fermented  wines  used.    (T.  D.  2579;  Nov.  5,  1917.) 

Malt  liquors — Conserration  of  food  or  feed  materials. 

Brewers  producing  fermented  malt  liquors  on  and  after  January  1,  1918,  must 
conserve  from  residue  the  animal  feed;  instructions  with  reference  to  conser\'ation 
of  slops;  penalty  for  violation  of  ruling.    (T.  D.  2618;  Dec.  21,  1917.) 

Grain  or  other  food  or  feed  material  used  in  production  of  fermented  malt  lic^uors 
for  any  quarter  limited  to  70  per  cent  of  amoimt  of  grain,  etc.,  used  in  production  of 
such  liquor  during  corresponding  quarter  for  calendar  year  1917;  rules  as  to  brew- 
eries not  in  operation  ciuring  corresponding  quarter  of  year  1917,  and  breweries 
never  operating  during  corresponding  quarter,  and  where  there  has  been  a  suc- 
cession to  business  conducted  on  same  brewery  premises,  and  where  two  or  more 
breweries  effect  bona  fide  consolidation  of  business  for  purpose  of  economy.  (T.  D. 
2618;  Dec.  21,  1917.) 

Brewers  intending  to  produce  fermented  malt  liouor  on  and  after  January  1, 1918, 
required  to  apply  for  license  to  operate  under  fooa-control  act  of  October  10,  1917; 
contents  and  form  of  application;  issuance  and  posting  of  license.  (T.  D.  2618; 
Dec.  21,  1917.) 

Executive  order,  dated  September  16,  1918,  and  regulations  promulgated  by  the 
President  under  date  of  September  30, 1918,  covering  production  of  malt  liquors  and 
the  alcoholic  content  thereof,  publishe  i  for  information  of  revenue  officers  and  others 
concerned.    (T.  D.  2768;  Nov.  2, 1918.) 

If  at  any  time  the  President's  proclamation  of  September  16,  1918,  providing  that 
on  and  after  December  1,  1918,  no  person  shall  use  any  sugar,  glucose,  com  or  rice, 
or  any  other  foods,  fruits,  food  materials  or  feeds,  including  malt,  in  the  production 
of  malt  liquors,  including  near  beer,  for  beverage  purposes,  whether  or  not  such  malt 
liquors  contain  alcohol,  becomes  inoperative  as  to  near  beer,  brewers  may  resume 
the  manufacture  thereof  prior  to  May  1,  1919,  where  the  alcoholic  content  during 
the  process  of  manufacture  exceeds  one-half  of  1  per  cent  by  volume,  but  does  not 
exceed  2}  per  cent  by  weight,  on  the  brewery  premises,  provided  the  alcoholic 
content  at  the  time  of  removal  for  sale  and  consumption  does  not  exceed  the  limit 
of  less  than  one-half  of  1  per  cent  of  alcohol  by  volume.    (T.  D.  2788;  Feb.  6,  1919.) 

Within  the  intent  of  the  act  of  November  21, 1918,  a  beverage  containing  one-half 
of  1  per  cent  or  more  of  alcohol  by  volume  will  be  regarded  as  intoxicating.  (T. 
D.  2788;  Feb.  6,  1919.) 

Where,  in  the  process  of  manufacture  of  a  so-called  near  beer  the  alcoholic  content 
of  the  fermented  wort  is  always  kept  at  less  than  one-half  of  1  per  cent  of  alcohol  by 
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Kali  liquors — Conservation  of  food  or  feed  materials — Continued. 
Yolume,  and  the  product  i8  ro  marketed  in  sterile  containers  or  otherwise  that  the 
alcoholic  content  at  no  time  before  consumption  will  be  increased  to  one-half  of  1 

§er  cent  by  volume  or  more,  the  manufacturer  thereof  will  not  be  regarded  as  a 
istiUer  or  as  a  brewer,  and  special  tax  liability  for  its  manufacture  and  sale  will  not 
be  incurred,  but  the  manufacturer  will  be  required  to  file  a  modified  notice,  Form 
27c,  as  set  forth  in  Mim.  No.  1926.     (T.  D.  2788;  Feb.  6,  1919.) 

After  May  1,  1919,  persons  will  not  be  permitted  to  qualify  as  brewers  where  the 
alcoholic  content  of  tneir  product  at  any  time  during  the  process  of  manufacture 
eouals  or  excee<is  one-half  of  1  per  cent  by  volume,  regardless  of  the  alcoholic  content 
wnen  removed  for  consumption  or  pale.  After  that  date,  when  brewers  will  not  be 
permitted  to  qualify  as  such  by  reason  of  the  act  of  November  21,  1918,  for  the 
manufacture  of  either  beer  or  near  beer,  it  will  be  necessary  for  manufacturers 
desiring  to  produce  near  beer  exceeding  one-half  of  1  per  cent  of  alcohol  by  volume 
at  any  stage  of  its  manufacture  to  aualify  as  industnal  distillers  under  the  act  of 
October  3,  1913,  and  regulations  made  in  pursuance  thereof,  subject  to  the  so-called 
''spoiled  com"  order  while  the  same  remains  in  effect     (T.  D.  2788;  Feb.  6,  1919.) 

Manufacturers  of  near  beer,  regardless  of  the  method  of  production,  are  cliarged 
with  the  duty  of  seeing  that  the  product  is  less  than  one-half  of  1  per  cent  of  alcohol 
by  volume  and  always  so  remains  until  it  is  consumed j  it  should  be  marketed  in 
glass  bottles  or  other  sterile  containers,  after  pasteurization  or  otherwise  destroying 
the  yeast,  where  the  same  contains  fermentable  matter  when  marketed;  imless  this 
product  is  thus  marketed,  the  barrel  tax  and  all  special  taxes  will  be  asserted,  and 
prosecution  instituted,  if  the  product  is  found  on  the  market  containing  one-half  of 
1  per  cent  or  more  of  alcohol  oy  volume.  All  containers  of  near  beer  must  bear  a 
label  indicating  the  character  of  the  contents  and  showing  clearly  the  name  of  the 
manufacturer  and  the  location  of  his  factory,  the  district  and  State  in  which  made. 
(T.  D.  2788;  Feb.  6,  1919.) 

Any  violation  of  the  law  or  regulations  which  is  a  violation  of  the  act  of  August  10, 
1917,  or  the  act  of  November  2l,  1918,  can  not  be  made  the  subject  of  compromise 
by  the  Commissioner  of  Internal  Revenue  under  section  3229,  Revised  Statutes, 
which  section  is  applicable  to  offenses  arising  under  the  internal-revenue  laws  only. 
(T.  D.  2788;  Feb.  6,  1919.) 

Internal-revenue  storekeepor-gaugers  and  storekeeper-gaugers  assigned  as  gangers 
will  he  guided  by  the  acts  of  August  10,  1917,  and  November  21,  1918,  and  the 
regtilations  and  rulings  thereunder,  and  will  not  permit  the  use  in  the  production 
of  beverage  spirits  or  wines  of  anv  material  held  to  be  foods,  fruits,  food  materials, 
or  feed.    (T.  D.  2788;  Feb.  0,  1919.) 

Storekeeper-gaugers,  storekeeper-gaugers  assigned  as  gangers,  and  deputy  collectors 
will  report  to  their  immediate  superiors  and  revenue  agents  and  collectors  will 
report  to  the  Commissioner  of  Internal  Revenue  violations  of  the  law  and  regulations. 
(T.  D.  2788;  Feb.  6,  1919.) 

The  words  'grains,  cereals,  fruit,  or  other  food  product"  appearing  in  the  act  of 
November  21,  1918,  applv  to  the  same  products  referred  to  in  the  act  of  August  10, 
1917,  as  ''foods,  fruits,  food  materials  or  feeds. "    (T.  D.  2788;  Feb.  6,  1919.) 

— —  Denatured  alcohol. 

Fermented  malt  liquor  may  be  conveyed  by  pipe  line  without  tax  payment  from 
brewery  premises  where  produced  to  contiguous  industrial  distillery  of  either  class 
established  under  act  of  October  3, 1913,  there  to  be  used  as  distilling  material,  w^here 
the  brewerjr  premises  and  the  industrial  distillery  premises  are  separate  and  distinct, 
and  for  which  requisite  notices  and  bonds  shall  have  been  given;  must  be  com- 
plete separation  by  substantial  unbroken  partitions  between  brewery  and  distillery 
from  cellar  to  roof  where  they  are  in  same  building  or  separate  buildings  immediately 
adjoining.     (T.  D.  2564;  Oct.  26,  1917.) 

Supervision  over  removal  of  taxable  fermented  liquor  from  brewery  to  distillery 
and  over  operation  of  distillery  and  denaturation  or  product  will  be  exereised  by 
pil>e-line  deputy  where  one  is  on  duty,  or  in  cases  where  there  is  no  such  deputy  or 
ne  is  unable  to  perform  required  duties,  a  storekeeper-ganger  will  be  assignee  in  the 
usual  manner  to  the  distillerv,  with  compensation  not  less  than  $3  nor  more  than  |4 
per  day.    (T.  D.  2564;  Oct.  26,  1917.) 

— -  Residue  from  distilleries. 

Residue  from  industrial  distilleries  containing  less  than  one-half  of  1  per  cent 
of  alcohol  by  volume,  used  in  making  nontaxable  beverages,  may  be  manipulated 
by  cooling,  flavoring,  carbonating,  settling,  and  filtering  on  the  distillery  premises 
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Halt  liquora— Continued. 

Residue  from  distilleries — Continued. 

or  on  the  brewery  premises,  or  transferxed  from  distillery  premises  to  other  premises 
for  bottling  by  means  of  unataB^)ed  packages  unlike  those  ordinarily  used  for 
containing  termented  liquor,  or  if  like  packages  are  used  both  heads  to  be  equipped 
in  solid  cc^or  with  cerUin  lettering.     (T.  D.  2564;  Oct.  26,  1&17.) 

Residue  from  industrial  distilleriee  attaining  lees  than  one-half  of  1  per  cent 
of  alc<^ol  by  volume  may  be  transferred  to  other  premises  for  bottling  or  otherwise 
by  way  of  separate  pipe-line,  which  may  be  connected  on  bottling  premises  with 
tank  or  with  the  filling  machine  commonly  used  for  bottling  fermented  liquors 
received  from  brewery  premises;  such  pipes  must  bo  open  to  inspection  throughout 
tlieir  entire  lengUis.     (T.  D.  2564;  Oct.  26,  1917.) 

• Betuzna  and  reports  of  breweries. 

Form  18,  as  revised,  required  to  be  used  to  exclusion  of  all  former  editions  on  and 
after  July  1, 1917,  at  whicn  date  forms  of  former  edition  should  be  destroyed;  con- 
tents of  forms  stated;  commencing  with  July  1,  1917,  collector's  copy  o£  Form  18 
required  to  be  filed  in  loose-leaf  binder,  alphabetically,  by  name  of  brewer,  thus 
constitutii^  an  original  record  of  each  month 's  transactions  for  each  brewer,  and 
taking  place  of  record  20,  keeping  of  which  on  and  after  July  1,  1917,  was  discontin- 
ued.   (T.  D.  2471;  Apr.  2,  1917.) 

Liquors  will  be  reported  as  produced  by  the  brewer  and  so  entered  on  his  record 
(Form  104)  and  return  (-Form  18),  forming  part  of  the  general  product  of  the  brewery; 
credit  will  be  taken  on  such  record  and  return  for  quantity  removed  as  distilling 
material,  same  not  to  be  subject  to  beer  tax;  distillery  to  take  up  material  received 
on  record  book  606  and  abstract  thereof  to  be  sent  monthly  to  collector.  (T.  D. 
2564;  Oct.  26,  1917.) 

Befund  or  abatement  of  tax. 

Provisions  of  T.  D.  2688  do  not  govern  in  case  of  claims  for  refund  or  abotement 
of  taxes  on  distilled  spirits,  fermented  liquors,  and  wines.  (T.  D.  2926;  Sept.  29, 
1919.) 

Samples. 

lustructions  relative  to  taking  samples  at  brewery,  on  premises  of  dealers,  at 
vinegar  factories,  etc.,  and  assessments  for  taxes  where  cereal  beverages  contain  or 
are  suspected  of  containing  one-half  of  1  per  cent  or  more  of  alcohol  by  ^'olume. 
(T.  D.  2921;  Sept.  15. 1919.) 

Stamp  orders. 

Form  7,  as  revised,  required  to  be  used  to  exclusion  of  all  fonner  editions  on  and 
after  July  1 , 1 917,  at  which  date  all  forms  of  former  editions  required  to  be  destroyed ; 
revised  Form  7  required  to  be  filed  in  check-size  drawers  b^ind  guide  cards  bearing 
name  of  each  brewer,  forming  original  record  of  orders  for  stamps  and  taking  place 
of  record  19;  two  sets  of  guides  to  be  used,  providing  current  ana  closed  file.  (T.  D. 
2471;A^jr.  2,  1^17.) 

Temperance  beer. 

Metal  packages,  whisky  or  vine,<[^r  barrels,  or  remodeled  beer  packages  differing 
in  size  and  shape  from  the  regular  statutory  packages  for  containing  fermented 
liquors  may  be  employed  to  contain  temperance  beer;  regular  beor  cooperage  mav 
be  used  under  certain  conditions.    (T.  D.  2410;  Dec.  8,  1916.) 

Responsibility  of  brewers,  manufacturers  of  beverages,  and  dealers  who  place  or 
market  unstamped  beverages  found  to  contain  more  than  one-half  of  1  per  cent  of 
alcoliol  by  volume,  stated;  duty  of  revenue  agents  having  reason  to  suspect  that 
such  beverages  are  placed  on  market  without  payment  of  tax.  (T.  D.  2370;  Sept. 
18,  1916.) 

if  at  any  time  the  President's  proclamation  of  September  16,  1918,  providing 
that  on  anil  after  December  1,  1918,  no  person  shall  use  any  sugar,  gluccse,  com  or 
rice,  or  any  other  foods,  fruits,  food  materials  or  feeds,  including  malt,  in  the  pro- 
duction of  malt  liquors,  including  near  beer,  for  beverage  purposes,  whether  or  not 
such  malt  liquors  contain  alcohol,  becomes  inoperative  as  to  near  beer,  brewers  may 
resume  the  manufacture  thereof  prior  to  May  1,  1919,  where  the  alcoholic  content 
during  the  process  of  manufacture  exceeds  one-half  of  1  per  cent  by  volume,  but 
does  not  exceed  2}  per  cent  by  weight,  on  the  brewery  premises,  provided  the  alco* 
holic  content  at  the  time  of  removal  for  sale  and  consumption  does  not  exceed  the 
limit  of  less  than  one-half  of  1  per  cent  of  alcohol  by  volumo.  (T.  D.  2788;  Feb-  6, 
1919.) 
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After  May  1,  1919,  persons  will  not  be  permitted  to  qualify  as  brewers  where  the 
alcoholic  content  of  their  product  at  any  time  during  the  process  of  manufacture 
equals  or  exceeds  one-half  of  1  per  cent  by  volume,  regardless  of  the  alcoholic  con- 
tent when  removed  for  consumption  or  ode.  After  that  date,  when  brewers  will 
not  be  permitted  to  ^jualify  as  such  by  reason  of  the  act  of  November  21,  191S,  for 
the  manufacture  of  either  beer  or  near  beer,  it  will  be  necessary  for  manufacturers 
desiring  to  produce  near  beer  exceeding  one-half  of  1  per  cent  of  alcohol  bv  volume 
at  any  stage  of  its  manufacture  to  qualify  as  industrial  distillers  undei'  me  act  of 
October  3,  1913,  and  the  regulations  made  in  pursuance  thereof,  subject  to  the 
so-called  "spoiled  corn'*  order  while  the  same  remains  in  effect.  (T.  D.  2788; 
Feb.  6,  1919.) 

Manufacturers  of  near  beer,  regardless  of  the  method  of  production,  are  charged 
with  the  duty  of  seeing  that  the  product  is  less  than  one-half  of  1  per  cent  of  alcohol 
by  volume  and  always  so  remains  until  it  is  consumed;  it  should  be  marketed  in 
glass  bottles  or  other  sterile  containers,  after  pasteurization  or  otherwise  destroying 
the  yeast,  where  the  same  contains  fermentable  matter  when  mai^eted;  unless  this 
product  is  thus  marketed,  the  barrel  tax  and  all  special  taxes  will  be  asserted,  and 
prosecution  instituted,  if  the  product  is  found  on  the  market  containing  one-half 
of  1  per  cent  or  more  of  alcohol  by  volume.  All  containers  of  near  beef  must  bear 
a  label  indicating  the  character  of  the  contents  and  showing  clearly  the  name  of 
the  manufacturer  and  the  location  of  his  factory,  the  district  and  State  in  which 
made.    (T.  D.  2788;  Feb.  6,  1919.) 

Where,  in  the  process  of  manufacture  of  a  so-called  near  beer,  the  alcoholic  content 
of  the  fermentea  wort  is  always  kept  at  less  than  one-half  of  1  per  cent  of  alcohol 
by  volume,  and  iho  product  is  so  marketed  in  sterile  containers  or  otherwise  that 
the  alcoholic  ccmtent  at  no  time  before  consumption  will  be  increased  to  one-half 
of  1  per  cent  by  volume  or  more,  the  maniifacturer  thereof  will  not  bo  rc^rded  as 
a  distiller  or  as  a  brewer,  and  special  tax  liability  for  its  manufacture  and  sale  will 
not  be  incurred,  but  the  manufacturer  will  be  required  to  file  a  modified  notice, 
Fonn  27c.  as  set  forth  in  Mim.  No.  1926.     (T.  D.  2788;  Feb.  6,  1919.) 

Time  taxes  effective. 

War  revenue  taxes  on  fermented  liquors  removed  from  place  of  production  or 
storage  took  efFcct  on  and  after  morniug  of  October  4,  1917.  (T.  D.  2547;  Oct.  22, 
1917.) 

FIDELITY  INSTTBANCE. 
See  ** Insurance. " 

PIDTTCIAMBS. 
Definition. 

** Fiduciary"  ia  a  term  which  applies  to  all  persons  or  corporations  that  occupy 
podtions  of  peculiar  confidence  towards  others,  such  as  trustees,  executors,  or 
administrators;  fiduciary  for  income-tax  purposes  is  any  person  or  corporation  that 
holds  in  trust  an  estate  of  another  person  or  persons;  there  may  be  fiduciary  rela- 
tionship between  an  agent  and  a  principal,  but  the  word  '  'agent' '  does  not  denote  a 
**fiduciary'.'  within  meaning  of  income-tax  law.    (T.  D.  2690;  art.  29.) 

Estate  tax. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  eatate  is  taxable,  by  fiduciaries  holding  property  of  auy  kind,  jointly  or  in 
entirety,  for  decedent  and  another  or  otliers.    (T.  U.  24.54;  P^eb.  28,  1917.) 

Income  taxes— Collection  and  payment. 

Liabilitv  for  tax  duo  from  deceased  j^erson  or  from  his  estate  attaches  to  estate 
itself,  anJ  when  by  reason  of  distribution  of  estate  and  discharge  of  executor  or 
administrator  it  shall  appear  that  collection  of  tax  can  not  be  made  from  executor 
or  administrator,  collector  will  make  demand  on  distributees  for  their  propor- 
tionate share  of  tax  due  and  unpaid.     (T.  D.  2690;  art.  29.) 

Administrators  or  executors  should  pay  tax  found  bv  return  for  calendar  year  in 
which  administration  was  closed  to  be  due  immediately  upon  receipt  of  notice  and 
demand  for  payment  of  such  tax.     (T.  D.  2690;  art.  26.)  , 

Liability  for  payment  of  income  tax  attaches  to  the  nerson  of  an  executor  or  admin- 
istrator up  to  and  including  date  of  discharge  regardless  of  fact  that  time  in  which 
claim  is  made  and  filed  against  estate  has  expired  or  where,  prior  to  distribution  and 
discharge,  executor  or  administrator  had  notice  of  obligations  to  Federal  Govern- 
ment, or  where  he  failed  to  exercise  due  diligence  in  determining  whether  or  not 
such  obligations  existed.    (T.  D.  2690;  art.  29.) 
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Income  taxes — Continued. 

EzemptionB. 

Fiduciaries  acting  for  minors  or  incompetent  persons  are  permitted  to  take 
personal  exemption  as  to  income  derived  from  property  of  which  they  have  charge 
in  favor  of  each  ward  or  beneficiary.    (T.  D.  2690;  art.  14.) 

'  Where  person  having  taxable  income  dies  within  calendar  year,  his  personal 
representatives  in  making  return  for  him  may  claim  full  exemption  granted  by 
statutes  for  calendar  year.    (T.  D.  2690;  art.  14.) 

Where  husband  or  wife  having  taxable  income  dies  within  calendar  year,  and 
full  exemption  for  yar  is  used  by  personal  representative  in  making  return,  if  sur- 
vivor is  also  reauired  to  make  return  at  doe  of  yeear  for  income  received  within 
that  year,  the  full  personal  exemption,  according  to  marital  status  of  survivor  at  close 
of  year,  may  be  claimed  in  return  of  income.    (T.  D.  2690;  art.  14.) 

^—  Oroes  income. 

A  deed  of  trust  must  be  absolute  so  far  as  the  conveyance  of  title  is  concerned  and 
irrevocable  by  the  donor,  otherwise  income  from  property  in  question  will  accrue 
to  donor  and  must  be  accounted  for  by  him.     (T.  D.  2690;  art.  29.) 

Income  accumulated  in  trust  for  unascertained  persons  or  persons  with  contingent 
interests  is  income  accruing  to  the  estate  and  is  taxable  to  the  estate.  (T.  D.  2690; 
art.  20.) 

Stock  dividends  paid  from  earnings  or  profits  accumulated  after  March  1,  1913, 
received  by  fiduciary  and  retained  as  an  accretion  to  the  estate,  under  the  terms 
of  the  will  or  trust,  are  held  to  be  income  to  the  estate  and  taxable  as  such  to  the 
estate.    (T.  D.  2690;  art  29.) 

Where,  during  period  of  administration,  executor  converts  estate  into  money  to 
settle  estate  and  close  administration,  realizing  a  profit  which  with  other  income 
exceeds  $1,000,  return  should  be  made  covering  period  of  administration,  in  which 
should  be  included  all  gains,  profits,  and  income  during  such  period.  (T.  D.  2690; 
art.  29.) 

Proceeds  of  life  insurance  policies  payable  to  estate  of  decedent,  when  received 
by  executor  or  administrator  are,  in  amount  by  ^'hich  they  exceed  the  premium 
or  joremiums  paid  by  decedent,  income  of  the  estate  to  be  accounted  for  under 
section  2  (b)  of  the  act  of  September  8,  1916;  return  should  be  made  on  Form  1040 
or  1040A.    (T.  D.  2690;  art.  29.) 

Net  income. 

Expenses  of  administration  of  estate,  such  as  executor's  commissions,  etc.,  are 
chargeable  against  corpus  of  estate  and  are  not  allowable  deductions.  (T.  B.  2690; 
art.  8.) 

— —  Returns. 

Where  net  income  of  decedent  from  January  1  to  date  within  year  was  $1,000  or 
over,  if  unmarried,  or  $2,000  or  over,  if  married,  return  must  be  made  by  executor 
or  administrator,  who  may  claim  all  deductions  and  exemptions  to  which  decedent 
would  have  been  entitled;  executors  and  administrators  whose  duty  consists  of 
administering  on  estate  for  purposes  of  its  distribution  stand,  during  period  of 
administration,  instead  of  their  principal,  and  must  make  returns  of  income  for 
estate,  and  pay  tax  due.     (T.  D.  2690;    art.  4.) 

The  exception  to  the  rule  that  returns  of  individuals  can  not  be  accepted  prior 
to  close  of  calendar  year,  in  cases  of  closed  administration,  is  matter  of  convenience 
to  those  concerned,  and  is  granted  bv  reason  of  fact  that  period  to  be  covered  by 
return  has  completely  elapsed.    (T.'D.  2690;  art.  26.) 

An  executor  acts  for  his  i>rincipal  and  not  for  the  beneficiaries  of  the  estate  of 
his  principal,  and  beneficiaries  are  not  entitled,  as  such,  to  inspect  returns  filed  by 
such  executor.     (T.  D.  2690;  art.  26.) 

Ancillary  administrator  is  merely  an  agent  of  the  domiciliary  administrator  and 
should  transmit  to  him  all  information  as  to  income  of  estate  received  b}r  ancillary 
administrator,  so  that  original  administrator  may  make  return  covering  entire 
income  of  estate.    (T.  D.  2690;    art.  26.) 

Administrators  or  executors  may,  upon  final  accounting,  file  return  for  income 
of  estate  for  calendar  year  in  which  administration  was  closed,  attaching  thereto 
copY  of  certificate,  under  seal,  setting  forth  fact  of  final  accounting  and  discharge 
liability  for  return  is  fixed  as  of  December  31,  and  return  will  be  required  in  ac- 
cordance with  provisions  of  law  existing  on  that  date.    (T.  D.  2690;  art.  26.) 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  retumSy 
in  cases  arising  under  section  2  (b)  of  the  act  of  September  8,  1916,  as  amended, 
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Be  turns — Continued. 

•  when  income  of  estate  or  trust,  as  an  entity,  is  11,000  or  over,  such  return  to  be 
made  on  Form  1040  or  1040A;  fiduciaries  must  make  returns  on  Form  1041  when- 
ever interest  of  beneficiary  in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an 
unmarried  beneficiary,  and  whenever  interest  of  married  beneficiary  is  $2,000  or 
over.    (T.  D.  2690;  art.  27.) 

Fiduciaries  acting  for  minors  or  other  incompetents,  required  to  make  returns  ac- 
cording to  marital  status  of  beneficiary;  whenever  interest  of  beneficiary  in  net 
iucome  of  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary,  or  in  case  of 
married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required  to 
make  return.    (T.  D.  2690;  art.  27.) 

Where  beneSciary  is  nonresident  alien  individual,  tax  is  to  be  accounted  for  by 
fiduciary  on  return  of  income  for  such  nonresident  alien  beneficiary,  on  Income 
Tax  Form  1040  or  1040A,  as  case  may  be.     (T.  D.  2690;  art.  28.) 

Income  held  for  future  distribution  under  terms  of  will  or  trust  is  taxable  to  the 
estate  except  when  returned  by  the  beneficiary  for  the  purpose  of  the  tax.  (T.  D. 
2690;  art.  29.) 

All  amounts  paid  by  fiduciaries  to  beneficiaries  of  trust  estates  from  income  of  such 
estates,  whether  from  receipts  or  otherwise,  are  held  to  be  distributions  of  income 
and  will  be  treated  for  income-tax  purposes  in  accordance  with  provisions  of  law 
and  regulations  applicable  to  income  of  such  beneficiaries.    (T.  D.  2690;  art.  29.) 

Fiduciary  acting  for  beneficiary  in  more  than  one  estate  or  trust  is  required  to 
account  for  each  estate  separately  when  amounts  are  such  as  to  require  ming  of  a 
return,  and  also  a  return  information;  fiduciary  acting  for  minor  or  insane  person 
having  net  income  of  $1,000  or  $2,000,  according  to  marital  status  of  such  person, 
required  also  to  file  return  for  such  incompetent  on  Form  1040  and  1040A,  and  pay 
tax  found  to  be  due,  when  there  is  more  than  one  beneficiary  of  the  income  of  the 
same  trust.    (T.  D.  2690;  art.  29.) 

Beneficiary  will  be  required  in  case  of  trust  estate  to  account  for  actual  amounts 
distributed  or  credited  to  him.    (T.  D.  2690;  art.  29.) 

Where  fiduciary  in  United  States  is  recipient  of  trust  income  for  which  a  non- 
resident alien  is  the  sole  beneficiary,  fiduciary  required  te  make  full  and  complete 
return  on  Form  1040  or  1040 A,  as  case  may  be,  for  such  income  on  behalf  of  non- 
resident alien,  and  pay  any  and  all  normal  tax  found  by  such  return  to  be  due, 
and  any  and  all  surtax,  provided  the  income  is  not  returned  for  the  purpose  of 
the  tax  by  the  beneficiary;  where  there  are  two  or  more  beneficiaries,  one  or  ail  of 
whom  are  nonresident  aliens,  fiduciary  shall  render  return  on  Form  1041,  and 
personal  return  on  Form  1040  or  1040A,  for  each  nonresident  alien  beneficiary. 
(T.  D.  2690,  art.  29,  as  amended  by  T.  D.  2988;  Mar.  3,  1920.) 

Where  income  under  the  provisions  of  section  2  (b)  of  the  act  of  September  8, 
1916,  is  accounted  for  in  return  by  the  executor,  administrator,  or  trustee,  and 
the  tax  shall  have  been  assessed  and  paid,  income  is  therefore  freed  of  all  tax  liabil- 
ity; return  on  Form  1040  or  1040A,  subject  to  all  deductions  and  exemptions,  shall 
be  made  by  executor  or  administrator  for  estate  during  period  of  administration, 
and  entire  tax  paid  thereon.    (T.  D.  2690;  art.  29.) 

W'here,  in  case  of  more  than  one  trust,  creator  in  each  instance  is  same  person, 
and  trustee  in  each  instance  is  the  same,  trustee  should  make  single  return  on  Form 
1041  for  all  trusts  in  his  hands,  notwithstanding  fact  that  they  arise  from  different 
instruments;  when  trusts  are  created  by  different  persons  for  benefit  of  same  bene- 
ficiary, trustee  should  make  return  for  each  trust  separately  on  Form  1041.  (T.  D. 
2690;'art.  29.) 

All  fiduciaries  are  indemnified  against  claims  or  demands  of  their  beneficiary  for 
all  payments  of  taxes  which  they  shall  be  required  to  make,  and  thev  shall  be 
credited  for  such  payments  in  any  accounting  wnich  they  make  as  such  fiduciaries. 
(T.  D.  2690;  art.  29.) 

Fiduciary  relationship  for  purposes  of  income  tax  can  not  be  created  by  power  of 
attorney;  agent  with  authority  to  effect  leases  with  tenants  entirely  on  nis  own 
responsibility,  paying  all  charges  in  connection  with  property  out  of  rent  funds, 
merely  turning  over  net  profits  to  principal  by  virtue  of  authority  conferred  by 
power  of  attornev,  is  not  a  fiduciary  within  the  income  tax  law;  in  all  cases  where  no 
legal  trust  has  Seen  created  in  the  estate  controlled  by  the  agent  and  attorney 
liability  under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.  29.) 

Income  received  by  minor  child  from  sources  other  than  parent  should  be  in- 
cluded by  parent  in  his  return;  fact  that  such  income  is  not  appropriated  by  parent 
is  immaterial;  where  income  is  from  separate  estate  and  parent  has  been  appointed 
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guardiant  And  conditions  are  each  that  income  so  received  is  to  be  held  for  use  of 
child,  it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  for  other- 
wise for  purposes  of  tax  in  manner  and  form  as  called  for  by  &cts  of  particular  case. 
(T.D.  2690;  art.  29.) 

Fiduciary  making  return  shall  make  oath  that  he  has  sufficient  knowledge  of 
affairs  of  person,  trust,  or  estate  for  whom  or  which  he  acts  to  enable  him  to  make 
return,  and  that  same  is  to  best  of  his  knowledge  and  belief  true  and  correct.  (T.  D . 
2690;  art.  29.) 

Where  fiduciary  in  United  States  is  recipient  ol  trust  income  for  which  a  non- 
resident alien  is  the  sole  beneficiary,  fiduciary  required  to  make  full  and  complete 
return  on  Form  1040  or  1040A,  as  case  may  be,  for  such  income  on  behalf  of  non- 
resident alien ;  where  there  are  two  or  more  beneficiaries,  one  or  all  of  whom  arc  non- 
resident aliens,  fiduciary  shall  render  return  on  Form  141,  and  p^^onal  return  on 
Form  1040  or  1040A,  for  each  nonresident  alien  beneficiary.    (T.  D.  2690;  art.  29.) 

Return  by  one  of  two  or  more  joint  fiduciaries  in  form  prescribed,  filed  in  district 
in  which  such  fiduciary  resides,  shall  be  sufficient  compliance  with  requirement  for 
fiduciary  return.     (T.  U.  2690;  art.  20.) 

Committee  of  property  of  incompetent  person  hel  d  to  be  fiduciary  for  purpose  of 
income  tax  and  required  to  make  return  on  Form  1040,  revised,  for  inc(»npetent 
whenever  amount  of  income  is  sufficient  to  require  same.    (T.  D.  2690;  art.  29.) 

AVhere  terms  of  will  or  trust  or  decree  of  court  provide  for  keeping  corpus  of  trust 
estate  intact  and  where  physical  property  has  suffered  depreciation  through  its 
employment  in  business,  deduction  from  gross  income  to  care  for  this  depreciation, 
where  deduction  is  applied  or  held  by  fiduciarj'  for  making  good  such  depreciation, 
may  be  claimed  by  fiduciary  in  his  retiurn;  contentd  of  return.    (T.  D.  2690;  art.  29.) 


Inspection. 

Return  of  individual  is  open  to  inspection  l)y  administrator,  executor,  or  trustee 
of  taxpayer's  estate,  or  by  duly  constituted  attorney  in  fact  of  such  adininistrator, 
executor,  or  trustee,  where  maker  of  return  has  died;  and,  in  discretion  of  Com- 
missioner, by  one  of  <he  heirs  at  law  or  next  of  kin  of  deceased  person  upon  lowing 
that  he  has  a  material  interest  which  will  be  affected  by  infonnation  contained  in 
the  return.    (T.  D.  2961;  Jan.  7, 1^20.) 

Original  income  return  or  copy  thereof  may  be  furnished  by  Commissioner  to 
TJnitS  States  attorney  for  use  as  evidence  before  United  States  grand  jury  or  in 
titigation  in  any  court  where  the  United  States  is  interested  in  the  result,  or  ior 
use  in  preparation  for  stich  litigation,  or  to  attome>'  connected  with  Department 
of  Justice  designated  by  Attorney  General  to  handle  such  matters,  if  and  when 
Attorney  General  states  to  Commisaicmer  in  writing  that  such  attorney  is  so  desig- 
nated; return  or  copy  thereof  thus  furnished  must  l)e  limited  in  use  to  purpose 
for  which  furnished,  and  is  under  no  conditions  to  be  made  public  except  wnere 
publicity  necessarily  results  from  such  use;  where  original  return  is  necessary,  it 
shall  be  placed  in  evidence  by  the  Commissioner  or  by  some  officer  or  employee 
of  the  Bureau  designated  by  the  Commissioner  for  that  purpose,  and  after  being 
placed  in  evidence  it  shall  be  returned  to  files  in  office  of  Commissioner  in  Wash- 
ington; original  return  will  be  furnished  only  in  exceptional  cases,  and  then  only 
when  it  is  made  to  appear  that  ends  of  justice  may  otnerwise  l)e  defeated;  neither 
the  original  nor  a  copy  desired  for  use  in  litigation  where  United  States  Government 
is  not  interested  ancl  where  such  use  might  result  in  making  public  the  information 
contained  therein  will  be  furnished,  except  as  otherwise  provided  in  the  next 
succeeding  paragraph.     (T.  D.  2962;  Jan.  7,  1920.) 

Copy  of  income  return  may  be  furnished  by  the  Commissioner  to  person  who 
made  the  return  or  to  his  duly  constituted  attornev,  or  if  person  is  deceased,  to 
his  executor  or  administrator,  or,  if  entity  is  in  hanos  of  receiver,  trustee  in  bank- 
ruptcy, guardian,  or  similar  legal  custoaian,  to  the  receive  or  other  custodian 
upon  written  application  for  same,  accompanied  by  satisfactory  evidence  that 
applicant  comes  within  this  pro^•ision:  ''person  who  made  the  return,-'  as  herein 
used,  refers  in  case  of  an  individual  return  to  the  individual  whoso  return  is 
desired,  and  in  case  of  return  of  corporation,  etc.,  or  fiduciary,  to  the  corporation, 
etc .,  or  fiduciary,  a  copy  of  whose  return  is  desired;  corporation  may  also  designate 
ofiicer  or  individual  to  whom  copy  made  bv  corporation  may  be  furnished,  and 
upon  sufficient  evidence  of  such  action  and  of  identity  of  officer  or  individual, 
copy  may  be  furnished  to  such  person;  copy  of  partnership  return  will  be  fur- 
nished to  partners  only  in  case  all  the  partners  join  in  the  reouest  therefor,  and  if 
partnership  has  been  dissolved  the  members  survivingmay  oe  furnished  a  copy 
if  all  the  mem1>ers  sui^iving  join  in  the  request.    (T.  D.  2962;  Jan.  7,  1920.) 
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FILMS. 

See  "Moving  Pictures.'.' 

PTRE  INSUBANCE. 

See  "Insurance." 

FISCAL  AGENTS. 
See  "Principal  and  Agent." 

FISCAL  YEAR. 

Beturns  on  basis  of. 
See  specific  heads. 

FISHINO  CLUBS. 
Dues. 

See  "Dues." 

FLAVORING  EXTRACTS. 
See  "Extracts." 

FLOOR  TAXES. 
Alcohol. 

Alcohol  held  on  October  3,  1917,  bv  manufacturers  of  proprietary  medicines  for 
use  in  manufacture  of  medicines  is  subject  to  floor  tax,  unless  on  day  act  of  October 
3,  1917|  took  effect,  it  was  in  process  of  manufacture  and  had  been  rendered  unfit 
for  beverage  purposes.   (T.D.  2547;  Oct.  22, 1917.)   But8eeT.D.2643;  Jan.28, 1918. 

Alcoholic  compounds. 

Tax  of  15  cents  per  proof  gallon  required  on  all  compounds  in  possession  of 
rectifier  on  October  4,  1917,  or  thereafter  produced,  and  additional  floor  tax  on 
product  must  be  paid  after  inventorv  and  return  in  same  manner  as  floor  tax  on 
distilled  spirits.    (T.  D.  2536;  Oct.  13,  1917.) 

Automobile  dealers. 

Dealers  in  automobiles  who  sell  both  to  users  and  subaeents  for  resale  are  whole- 
salers within  the  meaning  of  section  602  of  the  act  of  October  3,  1917,  and  are  liable 
to  floor  tax  imposed  by  said  section.     (T.  D.  2577;  Nov.  13,  1917.) 

Beverages. 

No  floor  tax  was  imposed  by  act  of  October  3, 1917,  iipon  sirups  in  hands  of  whole- 
salers or  jobbers  on  October  4,  1917.    (T.  D.  2598;  Nov.  24,  1917.) 

Distilled  spirits. 

Vll  distilled  spirits  in  possession  of  manufacturing  chemists,  pharmacists,  or  any 
other  person  held  for  sale,  although  not  for  sale  as  distilled  spirits  on  October  4, 1917, 
are  subject  to  additional  floor  tax  at  $1.10  or  $2.10  per  proof  gallon  as  case  may  be; 
distilled  spirits  in  possession  of  manufacturers  on  October  4,  1917,  which,  in  legiti- 
mate .processes  of  manufacture,  had  been  rendered  unfit  for  use  as  beverages,  arc 
not  subject  to  additional  floor  tax.  (T.  D.  2566;  Oct.  27,  1917.)  But  see  T.  D. 
2643;  Jan.  28,  1918. 

All  vermuths,  and  other  compounds  made  exclusively  from  distilled  spirits  are 
subject  to  so-called  floor  tax  of  $2.10  additional  on  each  proof  gallon  or  fraction  of  a 
fzallon  of  full  alcoholic  content  thereof;  where,  however,  such  compounds  are  manu- 
fttctured  with  mixture  of  wine  and  spirits^  additional  tax  of  $2.10  per  proof  gallon 
will  be  due  only  on  distilled  spirits  contained  therein,  and  not  on  tlie  spirits  con- 
tained in  the  fermented  wines  used.    (T.  D.  2579;  Nov.  5,  1917.) 

All  vermutlis,  cordials,  and  other  compounds,  in  which  distilled  spirits  exclu- 
sively have  not  been  used,  but  which  contain  spirits  produced  by  fermentatiou, 
and  those  produced  bv  distillation,  will  be  considered  as  having  15  per  cent  alcohol 
by  volume  produced  by  natural  fermentation,  and  additional  tax  of  $2.10  per  pro^t 
gallon  will  be  due  only  on  alcoholic  content  in  excess  of  15  per  cent.  (T.  D.  2579; 
Nov.  5,  1917.) 

All  notices  reauired  to  perfect  lien  against  parties  liable  to  tax  should  be  issued 
promptly,  including  notice  on  Form  6<WJ,  which  should  be  filed  in  office  of  proper 
clerk  of  United  States  District  Court,  or  in  office  of  proper  regbtrai*,  or  recorder  of 
deeds,  where  State  law  authorizes  such  filing;  notice  should  always  be  filed  in 
doubUul  cases  where  large  sums  are  involved  as  soon  as  practicable,  and  collector 
is  of  opinion  that  such  action  is  necessary  to  protect  interests  of  Government. 
(T.  D.  2618;  Jan.  28, 1918.) 
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Distilled  spirits — Continued. 

Seetion  303,  revenue  act  of  1917,  imposing  floor  taxes  on  distilled  spirits,  applies 
to  distilled  spirits  held  on  board  American  ships  and  intended  for  sale,  whether  tlie 
vessel  on  which  they  were  held  was  at  dock  m  this  country,  on  the  high  seas,  or 
in  foreign  waters.    (T.  D.  3098;  Dec.  7,  1920.) 

Ownership  of  goods. 

Goods  shipped  and  invoiced  prior  to  October  4,  1917,  are  property  of  consignee, 
and  if  shippea  to  wholesaler  are  subject  to  floor  tax;  if,  however,  title  is  reserved 
in  manufacturer  he  is  subject  to  manufacturer's  tax  and  wholesaler  is  relieved  from 
floor  tax.    (T.  D.  2547;  Oct.  22, 1917.) 

Under  section  1003  of  act  October  3,  1917,  tax  on  spirits  in  hands  of  bankruptcy 
court  June  I,  1917,  shall  be  collected  from  purchaser  thereof  by  tnistees  in  bank- 
ruptcy or  their  agent,  and  quantity  sold  and  amount  of  tax  collected  during  any  cal- 
endar month  shall  be  reported  to  collector  of  district  in  which  sales  are  made  not 
later  than  10th  day  of  month  succeeding,  which  report  shall  be  transmitted  to 
Commissioner's  office,  whereupon  assessment  will  be  made  and  tax  collected  in 
ordinary  course;  person  collecting  tax,  whether  it  is  specifically  charged  as  such  to 

yerson  to  whom  spirits  are  delivered  or  not,  ^ill  be  held  liable  for  same.    (T.  D.  2749; 
uly  29,  1918.) 

Payment — Distraint  for  nonpayment. 

Collectors  should  use  \dgilance  in  collection  of  taxes  and  issue  distraint  warrant 
wherever  necessary;  if  taxes  secured  by  filing  of  bond  are  not  paid  within  time 
limit,  collector  should  endeavor  to  collect  by  distraint.    (T.  D.  2574;  Oct.  31, 1917.) 

Where  stock  of  goods  upon  which  floor  tax  has  not  been  paid  is  depleted  by  being 
sold  or  removed  in  such  manner  as  will  result  in  jeopardizing  collection  of  taxes, 
same  should  be  seize<l  under  provision  of  section  3453,  Revised  Statutes,  without 
awaiting  result  of  distraint  proceedings.     (T.  D.  2648;  Jan.  28,  1918.) 

Extending  time — Security. 

Collectors  authorized  to  accept  in  lieu  of  surety  bonds  as  security  for  payment  of 
floor  taxes,  covered  by  section  1002  of  the  act  of  October  3,  1917,  Liberty  bonds  of 
the  United  States  equivalent  to  the  actual  amount  of  taxes  paid.  (T.  D.  2537; 
Oct.  17,  1917.) 

Honds  deposited  as  security  must  be  immediately  forwarded  to  Commissioner  of 
Internal  Revenue  by  registered  mail  for  safe-keeping,  except  where  collector's 
office  is  in  same  city  as  Federal  reserve  bank,  in  which  case  coupon  bonds  receiyec' 
should  be  deposited  with  such  bank,  which  will  issue  its  receipt;  disposition  of 
receiptn;  assignment  of  registered  bonds;  insurance  of  packages.  (T.  D.  2554; 
Oct.  2"),  1917.) 

Collectors  authorized  to  accept  certificate  of  bank  or  trust  company,  member  of 
Federal  Reserve  System,  sufficiency  and  solvency  of  which  are  satisfactory  to  col- 
lector, to  effect  that  taxpayer  has  deposited  cash  or  Treasury  certificates  of  indebt- 
edness in  full  payment  oi  Liberty  loan  bond  subscriptions  in  name  of  ''Commissioner 

of  Internal  Revenue  in  trust  for ,"  or  in  event  bond  transaction  is  not 

consummated  taxes  will  be  paid  to  collector  in  cash  or  corporate  security  bond  filed ; 
form  of  certificate  indicated ;  certificate  to  be  forwarded  to  Commissioner  of  Internal 
Revenue.    (T.  D.  2554;  Oct.  25,  1917.) 

Form  of  bond  with  personal  surety  to  be  executed  in  penal  sum  of  not  less  than 
tax  due  and  in  no  case  less  than  $1,000  prescribed:  personal  surety  need  not  be  re- 
el uircd  to  qualify  on  Form  33  when  he  is  supported  by  collateral  security  of  a  va^ue 
clearly  in  excess  of  amount  of  tax  due.     (T.  D.  2557;  Oct.  27, 1917.) 

Bond  as  security  for  payment  of  floor  taxes  filed  before  expiration  of  10  days 
after  the  date  of  notice  and  demand  for  payment  should  be  accepted  as  security; 
bond  may  be  accepted  after  such  10  days,  ii  sufllcient  in  amount  to  cover  tax  and 
accrued  penalties.    (T.  D.  2574;  Oct.  31,  1917.) 

Form  of  bond  to  be  executed  in  duplicate  with  approved  surety  company  pre- 
scribed for  extending  payment  to  date  not  exceeding  seven  months  from  passage  of 
act  of  October  3,  1917,  of  additional  taxes  imposed  by  act.  (T.  D.  2533;  Oct.  6, 
1917.)  Penal  sum  of  bond  fixed  at  not  less  than  tax  due;  if  tax  as  shown  by  return 
is  less  than  $1,000,  penal  sum  of  bond  may  be  less  than  $1,000.  (T.  D.  2574;  Oct. 
31,  1917.) 

Where  Liberty  bonds  are  deposited  as  security,  {)rincipal  must  execute  bond  in 
stated  form;  Liberty  bonds  deposited  and  in  possession  of  collector  of  internal  reve- 
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Payment — Continued . 

Extending  time — Security — Continued. 

nue  should  be  surrendered  to  taxpayer  as  soon  as  the  tax  and  interest  have  been 
paid;  if  tax  is  paid  in  installments,  a  proportionate  amount  of  the  collateral  depos- 
ited may  be  surrendered  in  the  discretion  of  the  collector.  (T.  D.  2574;  Oct.  31, 
1917.) 

Where  collateral  other  than  Liberty  bonds  is  deposited  as  security,  principal  must 
execute  bond  in  stated  form,  and  collector  is  required  to  give  certain  receipt;  col- 
lateral should  be  siurendered  to  taxpayer  as  soon  as  tax  and  interest  have  been 
paid ;  if  tax  is  paid  in  installments,  proportionate  amount  of  collateral  deposited 
may  be  surrendered  in  discretion  of  collector.    (T.  D.  2574;  Oct.  31, 1917.) 

Any  registered  or  coupon  bonds  of  the  United  States  may  be  accepted  as  security 
for  payment  of  floor  taxes,  in  accordance  with  T.  D.  2537,  T.  D.  2554,  and  T.  D.  2557. 
(T.  D.  2606;  Dec.  13, 1917.) 

WTiere  satisfactory  bonds  have  not  been  given  for  extension  of  time  for  nutkiuR 
payment,  notice  and  demand  should  be  mailed  as  provided  by  section  3184,  Revised 
Statutes,  which  notice  and  demand  should  be  served  on  Form  1-17,  and  should  be 
followed  in  order  by  Form  1-21  and  Form  69,  within  intervals  of  10  days  of  each 
other;  notice  where  required  bonds  have  been  given;  penalties;  suits  on  bonds. 
(T.  D.  2648;  Jan.  28,  1918.) 

Retailer  of  goods. 

Where  bookkeeping  and  stock  keeping  of  wholesale  and  retail  departments  are 
kept  separate,  they  will  be  regarded  as  if  they  were  separate  and  distinct  depart- 
ments, and  retail  stock  will  not  be  subjected  to  floor  tax.  (T.  D.  2547;  Oct.  22, 
1917.) 

*'A  retailer  who  is  not  also  a  wholesaler''  is  a  retailer  who  does  not  from  the  same 
stock  of  goods  also  sell  at  wholesale;  hence,  where  wholesale  and  retail  stocks  are 
kep*t  separate,  tax  applies  only  to  wholesale  stock;  where  automobiles  are  sold  at 
both  wnolesale  and  retail  by  person  who  acts  as  agent  for  manufacturer,  no  floor 
tax  applies,  but  manufacturer  is  liable  for  tax  upon  all  sales.  (T.  D.  2601;  Dec. 
3,  1917.) 

Tobacco,  cigars,  etc. 

Tax-paid  manufactured  tobacco,  etc.,  in  excess  of  specified  quantity  held  for  sale 
on  October  4,  1917.  as  well  as  contents  of  broken  packages  and  goods  in  transit  on 
such  date,  required  to  be  inventoried  and  returned  for  assessment  of  tax  provided 
for  by  section  403  of  the  act  of  October  3,  1917;  dealers  and  others  required  to  pay 
tax  must  make  return  on  Form  416  0,  in  duplicate,  under  oath,  on  or  before  Novem- 
ber 2,  1917;  payment  of  tax  required  at  time  of  filing  return,  but  may,  upon  filine 
of  bond,  be  extended  to  date  not  exceeding  seven  months  from  passage  of  act  (3 
October  3,  1917;  principal  office  or  place  of  Dusiness  to  make  return  where  two  or 
more  stores  are  operatea  by  same  dealer.    (T.  D.  2556;  Oct.  16,  1917.) 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  business  October 
3,  1917,  at  post  exchanges  at  Army  camps  are  not  subject  to  floor-stock  taxes  im- 
posed by  section  403  of  act  of  October  3,  1917.    (T.  D.  2584;  Nov.  20,  1917.J 

FLOTJB. 

See  "Mixed  Flour." 

FOOD  AND  FOOD  MATEBLA.L& 
DistiUed  spirits. 

See  **  Distilled  Spirits. " 
Excise  taxes. 

See  "Excise  Taxes.'* 
Fermented  malt  liquors. 

See  * '  Fermen  ted  Liquors.  '* 
Mixed  flour. 

See  "Mixed  Flour." 
Oleomargarine. 

See  "  Oleomai^garine." 
70420*— 21 18 
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FOB  TRADE. 

Definition. 

The  words  **for  trade,"  as  used  in  section  603  of  act  October  3,  1917,  mean  for 
business  particularly  the  business  of  buying  and  selling,  or  for  commerce.  (T.  D. 
2753;  Aug.  23,  1918.) 

FOREIGN. 

Ded^nition. 

The  term  "foreign/'  as  used  in  war  exceas-profits  tax  regulations,  means  created 
under  the  law  (statutory  or  other)  of  any  possession  of  the  United  States  other  than 
Alaska,  Hawaii,  or  the  District  of  Oolumoia,  or  of  any  foreign  country  or  Govern- 
ment, and  tmless  otherwise  indicated  by  the  context,  term  will  be  deemed  to  bo 
used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  3.) 

FOREIGN  CORPORATIONS. 
Capital  stock  tax. 

See  "Capital  Stock  Tax." 

Definition. 

The  term  "foreign  corporation,"  as  used  in  article  35  of  Regulations  No.  33,  re- 
\ised,  means  one  not  organized  and  existing  under  the  laws  of  the  United  States  or 
of  any  State  or  Territory  thereof,  or  of  the  District  of  Columbia,  P(Mto  Bico,  or  the 
PhiUppine  Islands.    (T.  D.  2759;  Oct.  2,  1918.) 

Excess  profi.t8  tax. 

See  "Excess  Profits  Tax." 

Income  tax. 

See  "Income  Taxes  (Corporation)." 

FOREIGN  COXTNTRIES. 

See  "Aliens";  "Exports";  * 'Nonresidents." 

Capital  stock  tax— Investments. 

No  deductions  are  allowed  corporations  organized  in  the  United  States  for  capital 
invested  in  Ei^land,  France,  and  other  foreign  countries.    (T.  D.  2417;  Dec.  16, 

1916.) 

Club  dues. 

Dues  and  fees  paid  by  residents  of  United  States  to  clubs  located  in  foreign  country 
and  having  no  branches  or  oiganizations  here,  are  not  subject  to  tax  imposed  by 
section  701  of  act  of  October  3,  1917.    (T.  D.  2C81;  Mar.  26,  1918.) 

Distilled  spirits. 

Section  303,  revenue  act  of  1917,  imposing  floor  taxes  on  distilled  spirits,  applies 
to  distilled  spirits  held  on  board  American  ships  and  intended  for  safe,  whether 
the  vessel  on  which  they  were  held  was  at  dock  in  this  countr>%  on  the  high  seas, 
or  in  foreign  waters.     (T.  D.  3098;  Dec.  7,  1920.) 

Drafts— Stamp  tax. 

If  a  draft  drawn  abroad,  on  a  foreign  drawee,  with  a  foreign  payee,  passes  through  a 
bank  here  in  the  course  of  collection,  no  tax  is  payable  unless  it  should  be  delivered 
by  an  agent  of  the  drawer  to  an  agent  of  the  pavee  within  the  United  States.  (T.  D. 
2682;  Mar.  26,  1918.) 

Estate  tax. 

If  decedent  maintained  more  than  one  residence,  his  principal  residence  (actual 
domicile)  determines  internal-revenue  district  in  which  return  must  be  filed  and 
tax  paid;  if  decedent  was  nonresident  and  his  sole  property  within  United  States, 
Hawaii,  or  Alaska  was  stock  or  bonds  of  an  American  corporation,  returns  should  be 
filed  with  collector  in  whose  district  head  office  of  corporation  is  located,  unless 
estate  has  representative  in  this  country  in  charge  of  stocks  or  bonds,  in  which  case 
return  may  oe  filed  with  collector  in  whose  district  representative  has  his  office. 
(T.  D.  2513;  July  16,  1917.) 
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Estate  tax — Continued. 

Securities,  such  as  sliares  of  stock  in  domestic  corporations  which  are  property 
within  the  United  States  within  the  meaning  of  Title  IT  of  the  act  ol  September  8, 

1916,  depofflted  by  an  indi\'idual  not  resident  within  the  United  States  with  the 
British  Treasury,  for  which  certificates  of  deposit  were  issued,  are  at  the  death  of 
Buch  nonresident,  if  such  certificates  hare  not  been  transferred,  a  part  of  his  gross 
estate  and  subject  to  estate  tax.    (T.  D.  2772:  Nov.  8, 1918.) 

SxciBe  tases. 

A  foreign  Government  buying  or  leasing  an  article  for  its  own  use  is  not  a  dealer, 
nor  in  the  case  of  moving-picture  films  is  it  deem ed  an  cxliibitor  or  exchange .  (T .  D . 
2719;  Art.  XXXVII.) 

Boats  used  in  the  United  States  or  navigating  United  States  wat^^rs  are  subject  to 
tax  imposed  by  section  603  of  act  October  3,  1917,  although  of  foreign  register. 
(T.  B.  2753;  Aug.  23,  1918.) 

Frelgbt  tram^K^rtatiQn. 

Where  consignment,  having  bath  origin  and  destination  within  United  States, 
passes  out  of  United  States  on  its  journey,  gross  transportation  charges  from  point  of 
origin  to  fined  destination  are  subjfjct  to  tax  imposed  oy  section  500  of  act  of  October 
8, 1917.     (T.  D.  2676;  Mar.  18,  1918.) 

Tax  imposed  under  section  500  of  the  act  of  October  3,  1917,  does  not  apply  to 
property  passing  through  United  States  from  one  foreign  port  or  place  to  another,  but 
if  such  property,  while  so  passing  through  United  States,  be  reconsigned  to  a  destina- 
tion within  United  States,  tax  applies  to  transportation  charges  thereon  from  point 
or  place  of  entry  to  such  destination.     (T.  D.  2676;  Mar.  18,  lt)18.) 

Amounts  paid  by  foreign  Governments  for  transportation  and  transmission  services 
are  subject  to  the  taxes  imposed  by  section  500  of  the  act  of  October  3, 1917.  (T.  B. 
2785;  Jan.  28, 1919.) 

IxuDoxne  taxes— Sxeniptions. 

Section  30  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3, 

1917,  does  not  exempt  from  tax  any  income  collected  by  foreign  OovernmentB  from 
investments  in  the  Ihiited  States  in  stocks,  bonds,  or  other  domestic  securities,  which 
are  not  bcma  fide  owned  by  but  are  loaned  to  such  foreign  Government.  (T.  D. 
2690;  art.  87.) 

Infoxmation  at  Bource. 

Wherever  a  foreign  cauntry  or  foreign  corporation  issuing  bonds  has  appointed 
a  paying  aeent  in  tbis  country,  cliarged  with  duty  of  paying  interest  upon  such 
bonds,  au(m  agent  sliall  be  source  of  information;  if  such  country  or  corporation 
has  no  such  agent,  then  last  baak  or  collecting  a^ent  in  this  country  fihsll  be 
source  of  information;  in  case  of  dividends  on  stock  of  foreign  corporation,* first  bank 
or  collecting  aejent  accepting  such  item  for  collection  shall  be  source  of  informa- 
tion.    (T.  D.  2759;  Oct.  2,  1918.) 

Banks  or  agents  collecting  foreign  items  xeqinred  to  obtaiai  license  from  Commis- 
fiioner  of  Internal  Revenue  to  engage  in  .such  business  and  are  subject  to  such 
regulations  for  fiu^nishing  of  information  as  the  Oommissioner,  with  approval  of 
San'etary  of  the  Treasurv,  shall  prescribe,  and  to  penaltiee  prescjibed  for  failure 
to  obtain  such  lioc^nfl?.     (T.  D.  2759;  Oct.  2,  1918.) 

Ownecship  certl&catea. 

Where  income-tax  ownership  certificates  (Form  1001,  revised),  have  been  exe- 
cuted by  nonresident  alien  firms  or  organizations  not  engaged  in  business  or  trade 
within  United  States  and  not  having  anjr  office  or  place  of  business  therein,  to 
accompany  coupons  detached  from  obligations  of  domestic  corporations,  they  may 
be  accepted  by  debtor  corporations  and  withholding  agents  prior  to  January  1, 1917, 
*i  the  words  '  'not  exempt' '  are  stimiped  in  large  type  across  face  of  certificates 
before  presentation;  debtor  corporations  and  withholding  agents  held  liable  under 
T.  D.  2374  for  nonnal  tax  provided  to  be  withheld  by  act  of  September  8,  1916. 
(T.  D.  2377;  Oct.  4,  1916.) 

Where  bonds  of  foreign  countries  or  bonds  or  stocks  of  foreign  corpomtions  are 
owned  by  citizen^  or  residents  of  United  States,  individual  or  fiduciary,  or  by 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  insurance  ccmu- 
panies,  or  partnerships,  ownership  certificate  lOOlA  sliall  be  executed  by  bis  actual 
owner,  or  by  his  duly  authorized  agent,  when  presenting  item  for  collection,  whether 
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Income  taxes — Continued. 

Ownership  certificates — Continued. 

item  Ib  dividend  or  interest  payment,  except  in  case  of  foreign  country  or  foreign 
corporation  having  paving  agent  in  this  country  and  issuing  honds  containing 
"tax-free"  covenant  clause;  in  such  cases  paying  agent  will  withhold  normal  tax 
upon  interest  on  such  bonds,  and  ownership  certificate,  Form  1000,  properly  modi- 
fied to  show  that  debtor  has  paying  agent  in  this  country,  should  be  used,  unless 
owner  dssires  to  claim  exemption,  wh3n  Form  lODlA  should  be  ussd.  (T.  D.  2759; 
Oct.  2,  1918.) 

Where  bonds  of  foreign  countries  or  bonds  or  stocks  of  foreign  corporations  are 
owned  by  nonresident  alien  individuals,  or  foreign  corporations,  associations,  or 
partnerships,  ownership  certificate.  Form  1071,  revised,  shall  be  used  for  and  on 
DohaH  of  sucn  owners  by  any  responsible  bank  or  banker,  either  foreign  or  domestic. 
(T.  D.  2759;  Oct.  2,  1918.) 

Foreign  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting 
agent  imless  indorsed  as  prescribea  or  accompanied  by  proper  ownership  certifi- 
cate, giving  all  information  called  for  by  such  certificate*  where  first  licensed  bank 
or  collecting  agent  is  source  of  information,  licensee  shall  attach  ownership  certifi- 
cate and  inaorsa  on  item  the  words  "  Certificate  attached  and  information  furnished," 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following 
tliat  during  which  items  were  accepted,  accompanied  by  letter  of  transmittal, 
showing  number  of  certificates  and  aggregate  amount  of  foreign  items  disclosed 
thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall  ac- 
company coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent,  then 
to  last  bank  or  collecting  agent  handling  item  in  this  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used ;  when  foreign  items  have  been  properly 
indorsed,  certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internd 
Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month 
following  that  during  which  items  were  accepted,  accompanied  by  letter  of  trans- 
mittal, showing  number  of  certificates  and  aggregate  amount  of  foreign  items  dis- 
closed thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source 
of  information,  ownership  certificates  shall  accompany  coupon  to  such  a|jgent  or 
source  of  information,  who  shall  forward  ownership  certificate  to  CommisBioner 
of  Internal  Revenue,  in  manner  provided  where  auty  is  placed  upon  licensee, 
provided  that  in  case  ownership  certificate,  Form  1000,  is  used,  paying  agent 
shall  make  return  on  Form  1012.    (T.  D.  2759;  Oct.  2,  1918.) 

Returns. 

Commissioner  of  Internal  Revenue  may,  in  his  discretion,  upon  application 
therefor  and  upon  satisfactory  showing,  grant  reasonable  extension  of  time  for 
filing  returns  by  persons  residing  or  traveling  abroad  who  are  unable  to.  file  on  or 
before  March  1  of  each  year.    (T.  D.  2690;  art.  22.) 

Returns  executed  abroad  may  be  attested  free  of  charge  before  any  United  States 
consular  officer;  where  foreign  notary  or  other  official  haWng  no  seal  shall  act  as 
attesting  officer,  his  authority  should  be  certified  to  by  some  judicial  official  or  other 
proper  officer  having  knowledge  of  appointment  and  official  character  of  attesting 
officer.    (T.  D.  2690;  art.  26.) 

Passenger  transportation. 

Subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  applies  to  amounts  paid 
for  transportation  of  persons  by  carriers  from  point  in  United  States  to  another  point 
therein,  even  though  persons  pass  out  of  United  States  in  course  of  transpcH^tion, 
and  from  point  in  United  States  to  another  point  therein,  or— where  ticket  is  sold  or 
issued  in  United  States — from  point  in  United  States  to  point  in  Canada  or  Mexico, 
when  such  transportation  is  part  of  through  transportation  to  or  from  foreign  country 
other  than  Canada  or  Mexico.    (T.  D.  2676;  Mar.  18, 1918.) 

Where  exchange  order  is  issued  outside  the  United  States,  Canada;  or  Mexico  as 
part  of  or  in  connection  with  through  transportation,  ticket  for  which  exchaii£[e 
order  is  exchanged  deemed  to  be  ticket  sold  and  issued  at  point  where  exchange  is 
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Fassenger  transportation — Continued, 
made,  and  tax  impoeed  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917, 
applies  to  any  additional  amount  paid  in  United  States  in  connection  with  ticket 
or  exchange  order  issued  in  Canada,  Mexico,  or  any  other  foreign  country,    (T.  D. 
2676;  Mar.  18,  1918.) 

Stamp  act  provided  for  by  subdivision  10  of  Schedule  A,  section  807,  of  act  of 
October  3, 1917,  is  imposed  on  cost  of  a  one-way  or  round-trip  ticket  for  each  passenger 
sold  or  issued  in  United  States  for  passage  by  any  vessel  from  port  in  United  States, 
Canada,  or  Mexico,  to  port  or  place  not  in  United  States,  Canada,  or  Mexico,  pro- 
vided cost  of  vessel 's  proportion  exceeds  $10;  if  passage  be  paid  on  through,  one-way, 
or  round-trip  ticket,  involving  transportation  partly  by  rail  and  partly  by  water, 
tax  applies  to  that  proportion  of  amount  paid  which  accrues  to  vessel ;  taole  showing 
vessel  8  proportion  of  selling  price  of  each  ticket;  governmental  exemption;  method 
of  paying  tax.    (T.  D.  2676;  Mar.  18,  1918.) 

The  10  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October 
3, 1917,  applies  to  amounts  paid  for  accommodations  in  parlor  or  sleeping  cars,  or  on 
vessels,  for  use  in  connection  with  transportation  between  points  in  United  States 
or  from  point  in  United  States  to  point  in  Canada  or  Mexico,  whether  payment 
thereof  be  made  in  United  States  or  elsewhere,  and  even  though  such  transporta- 
tion be  part  of  through  transportation  to  or  from  a  foreign  country  other  than  Canada 
or  Mexico.    (T.  D.  2676;  Mar.'lS,  1918.) 

FOBEIGN  ITEMS. 
See  "Income  Taxes  (Indi\-iduals)." 

Definition. 

The  term  **foreign  item,**  as  used  in  article  35  of  Regulations  No.  33,  revised, 
means  any  dividend  upon  stock  of  foreign  corporation  or  any  item  of  interest  upon 
bonds  of  foreign  countries  or  of  resident  foreign  corporations,  whether  or  not  such 
dividend  or  interest  is  paid  in  the  United  States  or  by  check  drawn  on  a  domestic 
bank.    (T.  D.  2759;  Oct.  2,  1918.) 

FOBEIGN  PARTNERSHIPS. 
Excess  profits  tax. 

See  '^Excess  Profits  Tax." 

Income  taxes. 

See  "Income  Taxes  (Corporations)." 

F0RFEITT7RES. 

See  "Distraint;"  "Seizures." 
Distilled  spirits. 

Distilled  spirits  seized  because  of  filing  of  incorrect  return  or  failure  to  file  return 
not  willful  may  be  released  on  payment  of  tax  and  compromise  offer  of  25  per  cent; 
payment  of  tax  and  compromise  offer  of  100  per  cent  required  in  case  of  false  return 
or  willful  failure  to  file  return.  Acceptance  of  such  offers  is  in  lieu  of  forfeiture 
only.    (T.  D.  2877;  June  27,  1919.) 

Property  used  to  defeat  law. 

Statute  for  raising  of  revenue  even  when  contaiuinc:  provisions  of  highly  penal 
nature  is  still  to  be  considered  as  a  whole  and  in  a  fair  and  reasonable  manner,  and 
not  strictly  in  favor  of  claimant  to  property  used  to  defeat  the  revenue  laws,  for- 
feited under  provisions  of  such  statute.     (T.  D.  2789;  Feb.  10,  1919.    Ct.  Dec.) 

The  inference  of  intention  of  statute  to  exempt  from  forfeiture  property  of  inno- 
cent owner  used  in  \'iolating  intemal-reven\ie  laws  will  be  adoptea  wnere  property 
has  been  taken  by  a  trespasser  or  thief,  or  the  owner  thereof  has  been  deprived  of 
possession  by  force  of  nature  beyond  his  control;  but  where  owner  voluntarily 
parts  with  possession  there  is  no  limitation  or  exemption  that  forfeiture  shall  depend 
upon  proof  of  fraud  in  owner  of  such  conveyance  or  on  any  other  condition.  (T.  D. 
2789;  Feb.  10, 1919.    a.  Dec.) 
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StiUs. 

The  requitement  of  law  that  all  stUle  set  up  must  be  registered,  whether  intended 
for  use  or  not,  applies  to  all  ritills,  of  whatever  size  and  ior  Whatever  purpose  in- 
tended, whether  for  distillation  of  spirits  or  for  pharmaceutical  or  other  puipases; 
and  any  still  or  distilling  apparatus  not  so  registered  is  subject  to  forfeiture  to  the 
United  States,  together  witn  all  personal  property  in  tlie  posseasion  or  custody  or 
under  the  control  of  the  person  haying  possession  or  control  of  such -still  or  distilling 
apparatus  and  found  in  the  building  or  in  any  yard  or  inclosure  connected  with 
the  building  in  which  same  may  be  set  up.     (T.  D.  2993;  Mar.  22,  1920.) 

Vehicle  used  in  transporting  jdistilled  spirits. 

Nonparticipation  of  owner  of  automobile  in  its  use  in  transporting  distilled 
Fpiritfi  upon  which  the  tax  had  not  been  paid  is  no  bar  to  proceed mg  in  rem  for  its 
forfeiture.    (T.  D.  2776;  Dec.  11, 1918.) 

Under  section  3450,  Revised  Statute.^,  automobile  used  in  transporting  spirituous 
liquors  on  which  tax  has  not  been  paid,  borrowed  from  purchaser  thereof,  who 
hsbd  given  his  note  secured  by  deed  of  trust  thereon  for  unpaid  purchase  price,  is 
jsubject  to  f az^eituTe  as  against  seller,  thou^  imder  tezms  of  deed  and  the  State 
law  the^ler  could  requive  the  tnistee  to  seize  jsuch  autQmcd>iie  and  sell  it  in  satis- 
faction of  his  deed,  ana  though  he  had  no  knowledge  of  any  intention  to  use  such 
automobile  lor  an  illegal  purpose.    (T.  D.  2789;  Feb.  10,  1919.    Ot.  Dec.) 

FOBMITLAS. 

See  *^ National  Formulary";   "United  States  Pharmacopoeia.'* 
Alcohol  and  antiseptic  mixture. 

Formulas  for  mixture  of  alcohol  withdrawn  for  use  in  haspitala,  etc.,  with  an 
antiseptic  stated;  application  for  permit  and  bond.    (T.  D.  ^496;  May  31,  1917.) 

Formula  25  extended  to  use  in  manufacture  of  3|  per  cent  tincture  of  iodine. 
(T.  D,  2527;  Sept.  5»,  1917.) 

Apothecaries  will  not  he  charged  with  liability  to  special  tax  on  account  of  sale 
in  quantities  not  exceeding  1  pint  of  alcohol  for  batnino:  or  antiseptic  purposes, 
providing  it  is  compounded  prior  to  sale,  but  not  in  bulk  or  in  advance  of  orders, 
in  such  manner  as  to  make  it  unfit  for  use  as  beverage;  approved  formulas  for  pur- 
pose of  rendering  alcohol  unfit  for  beverage  stated;  containers  of  alcohol  treated 
m  such  manner  must  bear  *'poison"  labels.    (T.  D.  2760;  Oct.  9,  1918.) 

Denatured  alcohol. 

Formula,  designated  as  No.  23,  for  special  denaturation  of  alcohol  to  be  used  in 
manufacture  of  liniment  stated ;  formula  not  to  be  used  in  central  denaturing  bonded 
warehouses  or  distillery  denaturing  bonded  warehouses,  but  use  authorized  for 
denaturation  of  alcohol  in  central  distilling  and  denaturing  plants;  permission 
required  to  use  special  denaturant  in  any  central  distilling  and  denaturing  plant, 
as  provided  in  articles  2  and  19  of  Supplement  No.  2  to  Regulations  80.  (T.  D. 
2379;  Oct.  6, 1916.) 

Formula  for  special  denaturation  of  alcohol  to  be  used  in  manufacture  of  phe- 
nacetin  stated;  at  is  understood  that  no  part  of  alcohol  remains  in  finished  product 
which  must  meet  specifications  of  United  States  Pharmacopoeia,  and  that  formula 
is  to  be  used  in  completed  process  for  manufacture  of  phenacctin  and  not  merely 
for  any  one  stage  and  that  process  is  to  be  closed  and  continuous.  (T.  D.  .2381; 
Oct.  16,  1916.) 

Formula,  designated  as  No.  25,  approved  for  special  denaturation  of  alcohol  to  be 
used  exclusively  in  manufacture  of  tincture  of  iodine;  formula  not  to  be  used  in 
central  denaturing  bonded  warehouses  or  distillery  denaturing  bonded  wardiouses, 
but  use  autliorized  for  denaturation  of  alcohol  in  Ventral  distilling  and  denaturing 
plants.     (T.  D.  2413;  Dec.  11, 1916.) 

Formula,  designated  as  No.  26,  for  special  denaturation  of  alcohol  to  be  used 
exclusively  in  the  manufacture  of  ethylanUine  and  diethylaniline  stated;  officers 
instructed  to  exercise  great  caution  in  recommending  granting  of  permits  for  use 
of  such  denaturant;  application  must  be  accompanied  by  blue  print  or  drawing  of 
premises,  same  to  be  duly  sworn  to  and  detailed  description  of  process,  (1\  D. 
2430;Jan.2,1917.) 

Alcohol  denatured  according  to  stated  formula  may  be  used  in  the  mauulacture 
of  soap  liniment  (U.S. P.)  chloroform  liniment  (U.S. P.),  liniment  of  soft  soap,  and 
green  soap  when  manufactured  in  accordance  with  standards  of  United  States 
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Denatured  alcohol— Continued. 
Fharmacopo^  with  exception  that  products  will  contain  camphor  and  rosemary; 
dcnatuxant  may  be  used  only  in  central  denaturing  and  distilling  plant  of  industrial 
character  as  established  under  subsection  2,  of  para^ph  N,  of  section  4,  of  the  act 
of  October  3, 1913,  and  Supplement  No.  2  to  Regulations  No.  30;  samples  of  liniment 
of  soft  soap  and  green  soap  required  to  be  submitted  together  with  formula  before 
bond  is  approved;  permission  for  use  of  special  denaturants  must  be  obtained. 
(T.  D.  2465;  Mar.  24,  1917.) 

Use  of  formula  6-b,  containing  pyridine  as  a  denaturant,  extended  tempoianly 
for  those  purposes. for  which  special  formula  No.  17  has  heretofore  been  authorized, 
and  restriction  in  respect  to  operating  in  connection  with  distiller}^  or  central 
denaturing  bonded  warehouse  temiwrarily  removed.    (T.  D.  2484;  Apr.  21, 1917.) 

Formula  S  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  Bototor  spirit  or  gasoline  substitute  in  Hawaii  authcnrized  for  use  bv  any 
qualified  denaturer.    (T.  1).  2528;  Oct.  3, 1917.) 

SpecificatioBft  for  acetone  content  in  denaturing  grade  of  wood  alcohol  changed  so 
as  to  contaia  not  more  than  10  gramfl  nor  less  thui  3  grama  per  100  c.  c.  of  acetone 
and  other  substances  estimated  as  acetone.  (T.  D.  2587;  Nov.  21,  1917.  See 
T.  D.  2268;  Dec.  4,  1915.) 

T.  D.  2587  revoked,  and  Article  V  of  Regulations  No.  30,  providing  that  wood 
alcohcd  used  in  denaturing  shall  contain  neot  more  than  20  grams  xkor  less  than  10 
grams  ol  acetone  or  other  substances  estimated  as  acetone^  per  100  cubic  centi- 
metesa  when  tested  by  the  Measinger  method^  again  made  enective;  wood  alcohol 
complying  srith  T.  B.  2587,  on  hand  or  in  transit,  permitted  to  be  used  for  denatiur- 
ing  pyjpoaes  until  and  on  January  31, 1919.    (T.  D.  2779;  Dec.  17, 1918.) 

Formula  No.  28,  for  special  denaturation  of  alcohol  for  use  in  manufiacturc  of 
motor  fuel,  stated;  formula  authorized  to  be  used  exclusively  in  manufacture  of 
motor  fuel  by  a  closed  and  conitiniious  process,  in  connection  with  a  central  dena- 
turing bonded  warehouse;  analytical  requirements;  process  after  denaturation; 
samples  of  finished  product  to  be  fumidiea :  application  for  use  of  denaturant  to  bo 
accompanied  by  blue  prints  and  full  description  of  process  and  premises.  (T.  D. 
2769;  Nov.  4,  1918.) 

Formnbi  No.  29,  for  denaturation  of  alcohol  for  use  in  manufacture  of  glacial  acetic 
acid,  stated;  sketches  of  routing  ol  alcohol  and  the  closed  and  coatinuous  proeeas, 
as  well  as  detailed  description,  must  accompany  application  for  use  of  such  formula. 
(T.  D.  2758;  Sept.  20, 1W8.) 

Formula  No.  31,  for  special  denaturation  of  alcohol  to  be  used  in  the  manufacture 
of  tooth  paste,  stated;  samples  of  finished  product,  together  with  formula  of  ingre- 
dients, ^bels.  adrertttdng  matter,  etc.,  required  to  be  fuFnished;  this  data  should 
be  accompanied  hy  full  description  ot  process  ol  manufactiure  and  a  blue  i^rint  or 
pencil  drawing  showing  location  of  room  or  rooms  in  which  denatured  alcohol  is 
to  be  used.    (T.  D.  2819;  Apr.  10,  1919.) 

Formula  31  A.  for  the  d^iatuiation  of  alcohol  for  use  in  the  manufacture  ol  tooth 
paste,  stated.    (T.  D.  2856;  June  7,  1919.) 

Formula  3A,  for  special  denaturation  of  alcohol  for  use  in  the  manufactuTe  of 
transparent  soap,  modified.    (T.  D.  2820;  Apr.  10,  1919.) 

Formula  No.  30,  for  special  denaturation  of  alcohol  to  be  used  exclusively  as 
reagent  for  analytical  and  testing  purposes  by  chemical  and  physical  laboratories, 
stated;  alcohol  so  denatured  shall  not  be  redistilled  or  purified  to  use,  and  is  not 
to  be  recovered  for  reuse ;  use  of  this  formula  will  not  be  permitted  until  intended  use 
and  method  of  its  use  is  satisfactorily  set  forth  in  application  filed]  laboratories  re- 
quired to  qualify,  keep  records,  and  comply  with  reguktions.  as  m  case  of  manu- 
facturers using  specially  denatured  alcohol.     (T.  D.  2793;  Feb.  20,  1919.) 

Formula  No.  32,  for  denaturation  of  alcohol  for  use  in  manufacture  of  "ethylene," 
stated;  formula  may  only  be  used  in  process  which  is  closed  and  continuous  and 
which  will  completely  destroy  the  alcohol  as  such.    (T.  D.  2863;  June  14,  1919.) 

Formula  No.  4,  for  complete  denaturation  of  alcohol,  stated;  benzol  submitted 
required  to  conform  to  specifications  set  out.    (T.  D.  2853;  June  3.  1919.) 

Proprietary  medicineB. 

Tax  imposed  by  section  600  (h)  of  the  act  of  October  3, 1917,  is  2  per  cent  of  tho 
price  for  which  all  medicinal  preparations,  compounds,  or  compositions  whateoever 
are  sold  by  the  manufiacturer;  provided  that  the  manufacturer  claims  to  have  any 
private  formula,  secret  or  occult  art  for  making  or  preparing  them,  (T.  D»  2719; 
Art.  XIX.) 
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Proprietary  medicines — Continued. 

Every  medicinal  preparation,  compound,  or  composition  embraced  within  one  or 
more  of  the  subdivisione  in  Article  XIX  of  Regulations  No.  44  is  subject  to  tax;  if 
article  is  made  or  prepared  by  manufacturer  claiming  to  have  private  formula, 
8e<Tet  or  occult  art  for  it,  it  is  taxable  even  though  it  is  not  prepared ,  uttered,  vended, 
or  exposed  for  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not  held  out  or 
recommended  to  public  as  proprietary  medicine  or  medicinal  proprietary  article  or 
preparation  or  as  a  remedy  or  specific  for  any  disease  or  affection  of  the  human  or 
animal  body.    (T.  D.  2719;  Art.  XX.) 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Phar- 
macopoRia  and  National  Formulary  by  pharmaceutical  manufacturers,  when  not 
held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  articles 
or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so  held  out 
or  recommended  thev  are  taxable  although  not  identified  by  any  name,  trade- 
mark, or  otherwise.    (T.  D.  2719;  Art.  XX.) 

Where  the  owner  of  a  formula  contracts  with  a  manufacturer  to  prepare  an  article 
according  to  such  formula  and  to  deliver  it  to  hin>  in  complete,  salable  form,  the 
labels  bearing  the  formula  owner's  name,  he  is  considered  the  manufacturer.  (T.  D. 
2719;  Art.  XXI.) 

Printing  on  labels  the  directions  and  indications  for  use,  dosage  and  other  similar 
matter,  will  not  alone  render  preparations  ma<le  under  a  standard  formula  taxable, 
provided  preparation  is  not  held  out  or  recommended  as  a  proprietary  preparation 
or  as  a  remedy  or  specific;  where  medicinal  preparations  are  sola  under  labels  which 
do  not  indicate  that  the  formula  is  published  they  will  be  considered  to  be  prepared 
under  private  formulas,  unless  proof  is  submitted  that  the  formula  is  not  secret.  (T. 
D.2719;  Art.  XXII.) 

FORTIFICATION  OF  WINES. 
See* 'Wines." 

FRANCHISES. 

Excess  profits  tax — Invested  capital. 

If  good  will,  trade-marks,  trade  brands,  franchises  of  a  corporation  or  partnership, 
or  other  intangible  property  has  been  purchased  with  stock  or  shares  issued  prior  to 
March  3, 1917,  amount  that  may  be  included  in  invested  capital  must  not  exceed  20 
per  cent  of  par  value  of  total  stock  or  shares  outstanding  on  that  date,  nor  actual 
value  of  asset  at  date  acquired,  nor  par  value  of  stock  issued  in  payment  for  the  asset. 
(T.  D.  2694;  art.  57.) 

Subject  to  limitations  stated  invested  capital  of  individual  is  measured  by  total  of 
actual  cash  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patentsandcopyrights,  and  good  mil,  trade-marks,  trade  brands,  franchises, 
and  other  tangible  property.    (T.  D.  2694;  art.  66:) 

Patents  and  copyrights,  and  good  will,  trade-marks,  trade-brands,  franchises  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
exceed  actual  ca^  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangible 
property  paid  thereior,  but  only  if  bona  fide  payment  was  made  therefor  specifically 
as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

FRANCHISE  TAXES. 
Exemption. 

Corporation  owning  Liberty  bonds  is  not,  to  that  extent,  exempt  from  franchise 
taxes,  excise  taxes,  and  other  corporation  taxes  of  the  United  States,  and  of  the 
several  States.    (T.  D.  2512;  June  8,  1917.) 

Income  taxes— Net  income. 

Banks  paying  taxes  assessed  against  ntockholders  on  account  of  ownership  of  shares 
of  stock  issued  by  such  bank  can  not  deduct  amount  of  taxes  so  paid  unless  and  to 
extent  that  laws  of  State  in  which  they  do  business  by  specific  terms  make  tax 
direct  liability  of  such  banks;  fact  that  State  laws  make  it  duty  of  banks  to  pay  tax 
does  not  necessarily  make  tax  a  liability  of  the  banks,  and  such  payments  are  not 
deductible  from  gross  income  of  such  banks;  rule  applies  onlv  to  taxes  levied  upon 
value  of  capital  stock,  and  is  not  intended  to  prevent  bank  from  deducting  any 
State  tax  imposed  on  value  of  corporation's  real  estate,  furniture,  and  fixtures,  or  as 
an  excise  or  franchise  tax;  rule  applies  in  case  of  corporations  other  than  banks, 
upon  value  of  whose  stock  taxes  are  assessed  to  the  stockholders.  (T.  D.  2690; 
art.  192.) 
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FRATERNAL  ORGANIZATIONS. 
Capital  stock  tax. 

Fraternal  beneficiary  society,  order,  or  association,  operating  under  the  lodge 
system  or  for  the  exclusive  benefit  of  the  members  of  a  fratermty  itself  operating 
under  the  lodge  system,  and  providing  for  payment  of  life,  sick,  accident,  or  other 
benefits  to  members  of  such  society,  order,  or  association,  or  their  dependents,  is 
exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D. 
2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Dues. 

Dues  or  fees  paid  to  fraternal  orders  not  falling  within  the  express  exemption  of 
section  701  of  the  act  of  October  3,  1917,  are  not  subject  to  the  tax  imposed  by  that 
section,  if  the  purposes  and  practices  of  the  order  to  which  they  are  paid  are  relig- 
ious, benevolent,  or  educational,  and  any  social  activities  of  the  order  are  incidental 
and  subordinate;  where  the  purposes  or  practices  of  any  fraternal  ortlerare  primarily 
social  in  character,  dues  or  fees  paid  to  it  are  primarily  social  in  character,  dues  or 
fees  paid  to  it  are  subject  to  the  tax.    (T.  D.  2()81;  Mar.  26,  1918.) 

Incozne  taxea — Exemptions. 

See  ** Income  Taxes  (Corporations)." 

Inflignia— Excise  taxes. 

Insignia  of  fraternal  societies,  when  intended  to  be  carried  on  the  person  and 
made  wholly  or  in  part  from  gold,  silver,  ur  platinum,  or  having  the  appearance 
thereof,  are  deemed  to  be  jewelry  within  section  600  (e)  of  the  act  of  October  3, 1917. 
(T.  D.  2719;  Art.  XIV.) 

Insurance — Exemption  from  tax. 

Fraternal  beneficiary  society,  order,  or  association,  operating  under  lodge  system 
or  for  exclusive  benefit  of  members  of  fraternity  itself,  operating  under  lodge  system, 
and  providing  for  payment  of  life,  sick,  accident  or  other  benefits  to  the  members  of 
such  society  or  order  or  their  dependents,  is  exempt  from  tax  on  insurance.  (T.  D. 
2588;  Nov.  21,  1917.) 

Occupational  taxes — Pool  or  billiard  tables,  etc. 

Occupation  tax  levied  by  act  of  September  8,  1916,  is  applicable  to  pool  or  bil- 
liard tables  and  bowling  alleys  in  fraternity  houses  and  lodge  halls.  (T.  D.  2462; 
Feb.  16,  1917.) 

FRAUD. 
Returns  of  taxpayers. 
See  specific  heads. 

FREE  ADMISSIONS. 

Taxability. 

Bona  fide  employees,  municipal  officers  on  municipal  business^  and  children 
under  12  years  of  age  when  admitted  free,  are  not  taxable;  application  of  ruling  to 
baseball  reporters  and  telegraphers,  employees  of  management  or  of  concessionaires 
selling  refreshments,  newsboys  selling  newspapers,  newspaper  critics  and  reporters, 
and  doctors  and  attorneys  for  theaters.    (T.  D.  26S1;  Mar.  26,  1918.) 

Every  person,  corporation^  organization,  or  association,  admitting  anv  person 
free  to  any  place  where  admission  is  charged,  must  collect  tax  on  such  admissions 
from  the  persons  admitted,  and  make  monthly  return  and  payment  of  collections 
as  provided  in  section  503.    (T.  D.  2681;  Mar.  26,  1918.) 

P>ee  admissions  are  taxable  at  same  rate  as  paid  admissions  entitling  to  similar 
accommodations;  holder  of  pass  for  single  admission  required  to  pav  tax,  at  option 
of  proprietor,  when  pass  is  issued  (it  then  to  be  stamped  ''Tax  paid'  ),  or  when  it  is 
presented  for  admission,  and  holder  of  season  pass  reauired  to  pay  tax,  at  option- 
of  proprietor,  when  it  is  issued  (it  them  to  be  stamped  ''Tax  paid  '),  on  all  admis- 
sions to  which  pass  entitles,  or  whenever  it  is  presented,  on  each  single  admission: 
tax  must  be  paid  by  holder  of  pass;  where  pass  is  "Tax  paid' '  no  refund  of  tax  will 
be  allowed  on  account  of  failure  to  use  any  or  all  of  admissions  covered;  admisBioB 
of  lady  on  gentleman's  ticket  without  extra  charge  is  not  taxable,  because  same 
ticket  covers  both,  even  though  unaccompanied  lady  must  pay  same  admission  as 
gentleman.    (T.  D.  2681;  Mar.  26,  1918.) 
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FBEE  TKANSPOBTATION. 

Taxability. 

Tax  imposed  by  sections  500  and  501  of  act  of  October  3,  1917,  applies  to  trans- 
portation by  carrier  of  property  belonging  to  or  for  personal  use  of  any  of  its  officers, 
agents,  or  employees,  «ven  though  such  property  be  transported  free  of  charge. 
(T.  D.  2676;  Mar.  18,  1918.) 

The  8  per  cent  tax  imposed  by  section  500  of  the  act  of  October  3,  1917,  does  not 
apply  to  amounts  paid  for  transportation  of  persons  by  carriers  where  they  are 
'  carried  free  under  the  provisions  of  Federal  or  State  laws;  the  10  per  cent  tax  im- 
posed by  such  section  does  not  apply  where  accommodations  in  parlor  or  sleeping 
cars  or  on  vessels  are  furnished  free  under  the  provisions  of  Federal  or  State  laws. 
(T.  D.  2676;  Mar.  18, 1918.) 

Tax  imposed  by  subdivision  (b)  of  section  500  of  act  of  October  3,  1917,  applies 
whether  package,  parcel,  or  shipment  be  tranBi>orted  by  rait,  water,  mechanical 
motor  power  or  other  means  of  conveyance;  if  facilities  of  railroad  company  on  line 
of  which  express  company  operates  be  necessary  for  use  of  latter  company,  and  if 
such  latter  company,  under  contract,  transports  commodities  necessary  to  main- 
tain or  operate  such  facilities,  and  express  company  makes  no  charge  for  transpor- 
tation, cnarges  which,  but  for  such  arrangement,  would  have  accrued  on  such 
transportation,  are  exempt  from  tax.    (T.  D.  2676;  Mar.  18,  1918.) 

FREIGHT  TBANSPORTATION. 

See  * '  Transportation  " ;  * '  Transportation  Tax . '  * 

Income  tax — Information  at  source. 

Bills  paid  for  freight  do  not  require  reports  of  information.  (T.  D.  2670;  Mar. 
11,  1918.) 

FRUITS. 

See  "Distilled  Spirits";  "Horticulture";  "Orchards";  "Wines.'J 

FRUIT  BRANDY. 

See  "Brandy." 

FRUrr  QROWERS'  ASSOCIATIONS. 

Capital  stock  tax. 

Fruit  growers'  association  organized  and  operated  as  sales  agent  to  market  product 
of  its  members,  turning  back  to  them  proceeds  of  sales  less  necessary  selung  ex- 
penses, on  basis  of  quantity  of  produce  furnished  by  them,  is  exempt  from  tax 
imposed  by  section  407  of  the  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916. 
T.  D.  2750,  art,  12;  Aug.  9,  1918.) 

Horticaltnral  organizations. 
See  "Horticulture." 

FUTX7RES. 

Exchanges,  sales  on— Affixing  and  canceling  stamps. 

Stamps  in  value  equal  to  amount  of  tax  on  sales  must  be  affixed  to  memorandum 
or  other  evidence  of  sale  or  agreement  to  sell;  clearing  house;  acting  as  agent,  re- 
quired to  make  returns  showing  stamps  affixed  and  cancelled;  manner  of  canceling 
stamps  stated.    (T.  D.  2608;  Nov.  30,  1917.) 

Cotton. 

Contract  of  sale  of  cotton  for  future  delivery  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.(6  for  each 
pound  of  cotton  involved  (to  be  paid  by  stimp);  tax  not  to  bo  levied  on  contracts 
complying  with  conditions  prescribed.     (T.  D.  2558;  Oct.  26, 1917.) 

Sxempt  transactions. 

No  tax  is  impoeed  on  cash  sales  of  produce  or  merchandise  for  immediate  or  prompt 
delivery,  which,  in  good  faith,  are  actually  intended  to  be  delivered;  sellers  of 
l)roduce,  etc.,  may  transfer  contracts  to  clearing  house  association  and  such  transfer 
shall  not  be  deemed  to  be  a  sale  or  agreement  oi  sale,  provided  it  does  not  vest  bene- 
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Exchanges,  sales  on — Continued. 

Exempt  transactions — Continued. 

ficial  interest  in  such  association  and  is  made  only  to  enable  sudh  association  to 
adjust  accounts  of  its  memhers;  no  by-law  or  custom  of  any  exchange  or  similar 
institution,  inconmsteiit  with  the  act  of  October  3^  1917,  or  any  regulations  there- 
under, nor  any  collateral  agreement  inconsistent  with  mich  act  or  regulations 
thereunder  shall  exempt  any  person  from  payment  of  tax.  (T.  D.  2608;  J^ov.  30, 
19170 

Sales  of  produce  or  merchandise  for  future  delivery  must  be  made  at  an  exchange  or 
board  of  trade  or  other  similar  place  in  order  for  tax  imposed  by  section  807,  Schedule 
A,  Bubdivifiian  5,  act  of  Octc^er  3, 1917,  to  apply;  sale  by  member  of  exchange  made 
bv  mail  or  wire  not  at  an  exchange  is  not  subject  to  the  tax.  (T.  D.  2795;  Feb. 
26, 19]  9.) 

Hemorandnm. 

Every  sale  or  agreement,  not  evidenced  by  memorandum  or  contract  expressly 
requiring  immediate  or  prompt  delivery  shall  be  deemed  to  be  for  future  deiiver>'; 
every  person  making  sale  of  any  product,  etc.,  at,  on,  or  in  any  exchange  for  future 
delivery,  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  other  evidence  of  such 
sale,  showing  certain  specified  data  and  items  of  information;  no  single  sale  or  con- 
tract made  upon  an  exchange  by  one  member  for  another  need  be  e\dd6nced  by 
moT-e  than  one  memorandum,  written  return  of  sheet  to  clearing  house,  acting  as 
agent,  considered  to  be  memorandum;  return  by  clearing  house.  (T.  D.  2608;  Nov. 
30, 1917.) 

BiBcords. 

All  persons  who  make  sales  or  contracts  of  sales,  inokidii^  *^* transferred  orscratched 
sales,  *'paBs  outs,"  *'pair-oiffs,"  or  "matched  trades,"  and  all  other  forms  of  sale 
of  amy  product  or  merdKandise  on  exchanges  for  future  delivery  required  to  keep 
record  !*iowing  specified  items  of  inlormation;  form  of  record  required;  clearing 
ItoHses  to  keep  record  showing  certain  data.    (T.  D.  2608;  Nov.  30,  1917.) 

RegistratJon. 

Regulation  No.  40,  Part  2,  requires  a  statement  of  registration  by  persons  making 
contract  cd  sale  of  produce  or  merchandise  <m  exchanges  for  future  delivery;  record 
of  xegifitxation  to  be  kept  by  collector,  and  <;ertificate  of  fegistration  to  be  issued  and 
posted;  forms;  statement  oiE  registration  by  exchanges  and  clearing  houses.  (T.  D. 
m^;  Nov.  aO,  1917.) 

Betums. 

Clearing  houses  and  persons  making  contracts  oi  sale  at,  on,  or  in  any  exchange, 
etc.,  lor  future  delivery,  required  to  make  return  showing  specified  data  £uid  infor- 
mation; substitute  xetiu'nB;  de^txing  houses,  acting  as  agents,  required  to  return 
statements  of  amounts  of  stamps  amxed  to  memoranda  of  sales.  (T.  D.  2608;  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  required  to  be  affixed  to  contracts  of  sale  of  any  product  or  merchandiso 
before  a  deliver v  ehall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treas- 
urer, or  other  designated  United  States  depositary;  State  agents;  requisitions  for 
stamps;  records;  kind  and  color  of  stamps.     (T.  D.  2741;  June  25,  1918.) 

GAKES. 

Admissions — Athletic  contests. 

Admissions  to  school  or  college  athletic  contests  and  other  college  entertainmonts 
are  not  taxable  if  proceeds  go  to  the  school  or  the  college,  but  they  sltg  if  proceeds 
are  used  for  support  of  athletics  or  other  separate  purposes.  (T.  D.  2G81 ;  Mar.  26, 
1918.) 

• Baseball  g'smes. 

Admissions  of  baseball  reporters  and  telegraphers,  occup^jring  special  si)arc  at 
baseball  parks,  and  admittea  by  passes  issued  by  baseball  writers'  association,  and 
of  newffho>'B  eeTling  newspapers  are  exempt  from  tax  under  section  700  of  the  act  of 
October  8, 1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  are  redeem- 
able in  cash  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
office  statement  for  the  canceled  game  may  be  marked  "Canceled,"  but  in  its  next 
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Baseball  games — (rontinued. 

return  the  tax  must  be  accounted  lor  by  the  club  on  any  tickets  not  redeemed  as 
shown  by  comparison  of  box-office  statement  for  canceled  game  with  statements  for 
subsequent  games.    (T.  D.  2681;  Mar.  26,  1916.) 

Excise  taxes. 

The  tax  imposed  by  section  600  (f )  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  games  and  parts  of  games,  except  playing  cards  and  children's  toys 
and  games,  arc  sold  by  the  manufacturer;  parts  of  ^mes  are  taxable,  and  if  used  in  a 
complete  game  sold  as  such  the  tax  attaches,  even  though  parts  have  been  separately 
taxed ;  the  game  of  cribbage  is  taxable  as  a  whole  although  it  consists  partly  ofplaying 
eanls  on  which  a  tax  has  been  paid;  card  games  to  be  played  by  adults  as  well  as 
children,  other  than  ordinary  playiog  cards,  are  subject  to  the  tax.  (T.  D.  2719; 
Art.  XVII.) 

Bowling  alley  tenpins  are  "parts  of  games"  within  the  meaning  of  section  600(f) 
of  the  act  of  October  3,  1917,  and  are  subject  to  taxation  thereunder.  (T.  D.  2795; 
Feb.  26,  1919.) 

GAS. 

Income  taxes — Depletion  and  depreciation. 

Section  14  of  the  act  of  September  8,  1916,  amending  section  3226,  Revised  Stat- 
utes, providing  that  it  shall  not  apply  to  statements  or  returns  made  or  to  be  made  in 
good  faith  regarding  annual  depreciation  of  oil  or  gas  wells  and  mines,  does  not 
purport  to  be  retroactive  in  its  operation.    (T.  D.  2661;  Mar.  5,  1918.    Ct.  Dec.) 

In  case  of  lessee,  capital  to  be  returned  is  amount  paid  in  cash  or  its  equivalent 
as  bonus  or  otherwise  by  lessee  for  lease,  plus  expenses  incurred  in  developing 
property  (exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom  suf 
ficient  to  meet  all  deductible  expenses,  after  which  time  as  to  both  owner  and 
lessee,  such  incidental  expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection 
^ith  drilling  of  wells  and  further  development  of  property  may  be,  at  option  of 
operator,  deducted  as  operating  expense  or  charged  to  capital  account.  (T.  D, 
2690;  art.  170.) 

In  case  of  operating  fee  owner,  amount  returnable  through  depletion  deductions 
is  fair  market  value  of  property  (exclusive  of  cost  of  physical  property)  as  of  March 
1 ,  1913,  if  acquired  prior  to  that  date,  or  actual  cost  of  property  if  acquired  subsequent 
to  that  date,  plus,  in  either  case,  cost  of  development  (other  than  cost  of  physical 
property  iuciaent  to  such  development  up  to  point  at  which  income  from  devel- 
oped territory  equals  or  exceeds  deductible  expenses.    (T.  D.  2690;  art.  170.) 

Essence  of  sections  5  and  12  of  the  act  of  September  8, 1916,  as  amended  by  the  act 
of  October  3,  1917,  is  that  owner  or  operator  of  gas  or  oil  properties  shall  secure 
through  an  aggregate  of  annual  depletion  deductions  the  return  of  amount  of  capital 
actusuly  investea,  or  amount  not  m  excess  of  fair  market  value  as  of  March  1,  1913, 
of  properties  owned  prior  to  that  date.    (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property  upon  which 
depreciation  deduction  is  computed  should  be  segr^^ated  in  books  of  account  from 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may 
be  made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Both  owners  and  lessees  operating  oil  or  gsia  properties  will,  in  addition  to  and 
separate  from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted 
to  deduct  reasonable  allowance  for  depreciation  of  physical  property,  such  as 
machinery,  tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be 
such  an  amount,  based  upon  its  capitalized  value  (cost)  equitably  distributed  over 
its  useful  life  as  will  bring  it  to  its  true  salvage  value  wJien  no  longer  useful  for 
purpose  for  which  property  was  acquired.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1,  1913, 
or  cost  of  property  if  acquired  subsequent  to  that  date,  or,  if  operator  is  lessee,  actual 
amount  paid  for  lease,  plus,  in  case  of  both  owner  and  lessee,  cost  of  subsequent 
development,  exclusive  of  physical  property,  if  such  cost  is  capitalized,  will  be 
basis  for  determining  depletion  deduction  or  deduction  for  return  of  capital  for  all 
subsequent  years  during  continuance  of  ownership  under  which  value  was  fixed 
or  by  which  investment  was  made;  during  such  ownership  there  can  be  no  revalu- 
ation for  purpose  of  deduction  if  it  should  be  found  that  quantity  of  oil  or  gas  was 
underestimated  at  time  value  was  fixed  or  property  was  acquired,  or  at  time  lease 
contract  was  entered  into  or  purchased.    (T.  D.  2690;  art.  170.) 
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Income  tax — Depletion  aaid  depreciation — ^Continued. 

If  quantity  of  oil  or  gas  can  not  be  determined  with  certainty,  depletion  deduction 
will  be  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that  lessees 
may  compute  deductions  for  return  of  capital  (cost  of  lease  and  development)  in 
same  manner  as  owners  in  fee;  that  is,  they  may  extinguish  such  capital  on  basis  of 
reduction  in  flow  and  production  as  compared  with  preceding  year,  or,  in  case  of 
leasehold  properties  brought  in  or  developed  during  year,  depletion  deduction 
may  be  computed  on  basis  of  decline  in  settled  flow  and  production,  as  evidenced 
by  tests  and  gauges  made  at  end  of  year  as  compared  with  similar  tests  and  gauges 
made  at  time  settled  flow  was  determined;  for  purpose  of  computing  depletion,  ter- 
ritory comprehended  in  given  lease  will  be  considered  unit  with  respect  to  which 
depletion  deduction  may  be  claimed  and  allowed.    (T.  D.  2690;  art.  170.) 

Every  individual  or  corporation  entitled  to  deduction  on  account  of  depletion  or 
for  return  of  capital  invested  shall  keep  accurate  ledger  account,  in  whicn,  in  case 
of  fee  owner,  shall  be  charged  fair  market  value  as  of  March  1,  1913,  or  cost,  if  ac- 
quired subsequent  to  that  date,  of  oil  or  gas  property  plus  cost  of  development,  or, 
in  case  of  lessee,  amount  actually  original! v  invested  in  lease  and  its  development; 
this  amount  shall  be  credited  with  amount  claimed  each  year  as  deduction  on  account 
of  depletion  or  as  return  of  capital,  to  end  that  when  credits  to  account  equal  debits 
no  further  deductions  on  either  account,  with  respect  to  this  property  and  capital 
invested  therein,  will  be  allowed;  or,  in  lieu  of  direct  credit  to  property  account, 
amounts  so  claimed  and  allowed  as  deduction  inay  be  credited  to  depletion  reserve 
account.    (T.  D.  2690;  art.  170.) 

Estimate,  subject  to  approval  of  Commissioner  of  Internal  Revenue,  reauired  to 
be  made  of  probable  quautit^r  of  oil  or  gas  contained  in  or  to  be  recovered  from  ter- 
ritory with  respect  to  which  investment  is  made;  invested  capital  will  be  divided 
by  number  of  units  of  oil  or  ^  so  estimated,  and  quotient  will  be  per  unit  cost  or 
amount  of  capital  invested  m  each  unit  recoverable;  this  quotient,  when  multi- 
plied by  number  of  units  removed  from  territorjr  in  one  year,  will  determine  amount 
which  will  be  allowably  deducted  from  gross  income  for  that  year  on  account  of 
depletion  or  as  return  of  invested  capital  until  total  of  such  deduction  shall  equal 
capital  invested.    (T.  D.  2690;  art.  170.) 

If  individual  or  corporation  charges  expense  of  drilling  wells  or  further  develop- 
ment to  capital  account^  the  same,  in  so  far  as  expense  is  represented  by  physic^ 
property,  may  be  taken  into  account  in  determining  reasonable  allowance  for  depre- 
ciation during  each  year  until  property  account  thus  augmented  has  been  extin- 
guished through  annual  depreciation  deductions,  after  which  no  further  deduction 
on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business,  cost  of 
drilling  nonproductive  wells  may  be  deducted  from  gross  income  as  operating 
expense.    (T.  D.  2690;  art.  170.) 

Betuma. 

Individual  or  corporation  owning  and  operating  oil  or  gas  properties  required  to 
attach  to  each  return  a  statement  showing  certain  specified  data;  if  operator  is 
lessee,  that  fact  should  be  stated,  and  to  return  made  by  such  lessee  there  should 
be  attached  a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 

GASOLINE. 

Substitute. 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  gasoline  substitute  in  Hawaii  authorized  for  use  by  any 
qualified  denaturer.    (T.  D.  2528;  Oct.  3,  1917.) 

OATJOEBS. 

Assignnient  to  distilleries  and  wineries. 

Regulations  with  reference  to  assignment  to  bonded  wineries  of  gangers  and  of 
storekeeper-gangers  as  gaugers;  compensation  and  traveling  expenses;  duties; 
proprietors  required  to  furnish  Salleron-Dujardin  ebuUioscopes  for  use  of  gangers, 
ana  sweet-wine  sets  may  be  used  by  revenue  agents,  deputy  collectors,  and  others, 
for  verifying  and  testing  alcoholic  content  of  wines,    (T.  D.  2380;  Oct.  10,  1916.) 

General  storekeeper-gauger  will  be  designated,  assigned,  and  compensated  and 
will  perform  service  as  provided  by  Regulations  Nos.  7  and  2  and  T.  D.  2408,  with 
the  reservation  that  in  the  discretion  of  the  collector  of  internal  revenue  or  of  the 
commissioner,  any  distillery,  general  or  special  bonded  warehouse  may  be  placed  in 
chaige  of  an  oflicer  thus  designated  whenever  withdrawal  of  spirits  is  inconsiderable 
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or  whenever  the  collector  or  the  cammissioner  deems  such  course  to  be  for  the  best 
interest  of  the  Governmjent,    (T.  D.  2444;  Feb.  9, 1917.) 

Instructions  with  refeience  to  assignment  to  diatilleries  of  stonekeeper-gaugers  in 
place  of  storekeepers  and  gaugors;  bonds;  hours  of  work;  duties;  compensation. 
(T.  D,  2438;  January  29,  1917.    T.  D.  2456;  Mar.  16,  1917.), 

InstructionB  with  reference  to  a<)signment  of  gaugera  to  fruit-brandy  distillerleH 
producing  100  gallons  per  day;  storekeeper-gaugers  aasigned,  when;  recommenda- 
tions for  assignments  on  Form  241;  compensation;  hours  of  labor;  duties  as  to 
recoids,  reading  meters,  etc.  (T.  D.  2491;  Mav  21,  1917.  T.  D.  2514;  July  24, 
1917.) 

Rate  of  pay  of  officers  aasiametl  in  dual  capacity  of  storekeeper-gaugers  to  dis- 
tillery war^ouses  at  distillmes  having  registered  capacity  of  more  ^^an  20  bushels 
and  to  special  bonded  and  general  bonded  warehouses  fixed  at  $4  per  day,  this  rate 
to  be  am>licable  in  case  of  distillery  warehouse  whether  distiflery  is  being  operated 
or  is  under  suspension,  and  as  to  all  wareliouses  irrespective  of  c[uantity  of  eqf^irits 
stored  therein:  when,  however,  quantity  of  spirits  in  warehouse  is  5,000  gallons,  or 
less,  rate  of  p8>'  will  be  fixed  at  $4  per  day  ior  sucli  days  only  as  ofiicer  is  xeauired 
to  visit  wareliouse  for  neceaury  purposes;  this  rate  of  pav  to  be  elective  on  and  after 
February  1,  1920.    (T.  D.  2980;  Feb.  11,  1920.) 

OAUaiNO  RODS. 

Distilled  spirits. 

Instruction  with  reference  to  change  in  price  of  standard  gauging  rod  or  any  part 
thereof,  and  as  to  making  applications  and  sending  remittances  therefor.  (T.  D. 
2617;  Dec.  13,  1917.) 

Notice  of  increase  in  price  of  Alexander's  improved  wantage  rod  and  instruction 
OS  to  method  of  procuring  and  using  same.    (T.  D.  2640;  Jan.  28,  1918<) 

GIFTS. 

Definition. 

To  constitute  a  valid  gift,  there  must  be  an  absolute  transfer  of  ^operty  from 
donor  to  donee,  taking  effect  inunediately  and  fully  executed  by  delivery  of  piop- 
erty  of  donor  and  acceptance  thereof  by  donee ;  it  is  essential  that  Uransactionsshoutd 
be  fully  executed  bv  delivery  of  propertv  to  ■donee  or  to  some  person  for  him. 
(T.  D.  2529;  Oct.  4,  1917.) 

Estate  tax. 

Thirty-day  notice  (Form  705)  must  be  filed  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  by  donees  who  have  received  within  two  years  prior  to 
decedent's  death  any  gift  of  material  value  from  decedent,  or  who  have  received 
at  anv  time  whatever  gifts  made  by  decedent  in  cont^nplation  of,  or  intended  to 
take  fegal  effect  at,  death.    (T.  D.  2454;  Feb.  28,  1917.) 

Where  decedent  exercises  general  power  of  appointment  as  donee  under  will  of 
prior  decedent,  property  so  passing  is  portion  of  gross  estate  of  decedent  appointor; 
when  property  is  transferrea  by  special  or  limited  power  of  appointment,  question 
of  taxability  will  depend  upon  terms  of  inetrument  by  which  donee  of  the  power 
acts,  and  facts  in  any  such  case  should  be  reported  fully  to  commissioner.  (T.  D. 
2477;  Apr.  7,  1917.) 

Every  gift  or  transfer  of  material  value  made  or  effected  by  decedent  within  two 
years  prior  to  clay  of  death  must  be  Bho^vn  under  item  two  in  executing  Form  706; 
evidence  showing  whether  gift  or  transfer  was  made  in  contemplation  of  death  may 
be  submitted  with  the  return,  and  question  of  taxability  will  be  ruled  upon  before 
assessment  is  confirmed ;  every  gift  or  transfer  made  in  contemplation  of  or  intended 
to  take  effect  after  death  must  be  returned.    (T.  D.  2513;  July  16, 1917.) 

'Ejlcgbb  profits  tax. 

Contributions  or  gifts  for  religious,  charitiUjlc,  etc.,  purposes  allowed  as  deduc- 
tion for  purposes  of  income  tax  under  paragraph  ninth  of  subdivision  (a)  of  section 
5  of  the  act  of  8eptoml)er  8, 1916,  as  amended,  may,  subject  to  Ihnitations  therein 
contained,  be  deducted  in  computing  net  income  of  trade  or  business  only  when 
shown  to  satisfaction  of  Commissioner  of  Internal  Revenue  that  such  contribu- 
tiouH  or  gifts  are  made  by  trade  or  business  and  not  by  individual  in  his  personal 
capacity.    (T.  D.  2694;  art.  37.) 
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Value  of  property  acquired  by  gift  shall  not  be  included  as  income,  but  income 
from  such  property  shall  be  reported .    (T.  D.  2690;  art.  5.) 

Gross  income. 

Fair  market  price  or  value  of  stock  acauired  by  gift  subaequent  to  March  1, 1913, 
is  basis  for  computing  gain  derived  or  loss  sustained  by  sale  thereof;  if  acquired 
by  gift  prior  to  March  1,  1913,  fair  market  price  or  value  as  to  that  date  is  the  basis 
for  computation.    (T.  D.  2690;  art.  4.) 

Where  to  enable  corporation  to  secure  working  capital  or  for  any  other  purpose 
stockholders  donate  or  return  to  corporation  to  be  resold  by  it  certain  shares  of 
stock  of  company  previously  issued  to  them,  resale  will  be  considered  a  capital 
transaction  and  proceeds  will  be  treated  as  capital  and  will  not  constitute  income 
to  the  corporation.    (T.  D.  2690;  art.  99.) 

Net  income. 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in  cood 
faith  and  as  additional  compenpation  for  ser\dces  actually  rendered;  if,  when  added 
to  salaries,  they  do  not  exceed  reasonable  compensation  for  services,  they  will  be 
regarded  as  part  of  the  wage  or  hire  and  therefore  an  ordinarv  and  necessary  expense 
of  operation  and  maintenance  and  as  such  will  be  deductible.    (T.  D.  2690;  art.  8.) 

Donations  made  for  purposes  connected  with  operation  of  property  when  limited  , 
to  charitable  institutions,  hospitals,  or  educational  institutions,  conducted  for 
benefit  of  employees  or  their  dependents,  may  be  deducted  as  ordinary  and  neces- 
sary expense;  such  deduction  should,  however,  be  reduced  by  any  amount  repaid 
to  corporation  by  the  employees.     (T.  D.  2690;  art.  134.) 

Donations  which  legitimately  represent  consideration  for  benefit  flowing  directly 
•   to  corporation  as  incident  of  business  m&y  be  deducted.    (T.  D.  2690;  art.  134.) 

Donations  made  to  employees  and  others,  and  which  do  not  have  in  them  the 
element  of  compensation,  are  considered  gratuities  and  are  not  allowable  deduc- 
tions from  gross  income  as  expenses  of  operati(m  or  maintenance  or  under  any  other 
item.     (T.  D.  2690;  art.  135.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in 
good  faith  and  as  additional  compensation  for  services  actually  rendered  by  em- 
ployees; if,  when  added  to  stipulated  salaries,  they  do  not  exceed  a  reasonable 
compensation  for  services  rendered,  they  will  be  resided  as  a  part  of  the  wage  or 
hire  of  the  employee  and  are  deductible  as  an  ordinary'  and  necsseary  expense  of 
chelation  and  mamtenance.    (T.  D.  2690;  art.  138.) 

Corporations,  partnerships,  or  individuals  paying  officers  or  business  employees 
portion  or  all  of  their  salaries  and  wages  during  the  war  period  in  which  tiiey  are  in 
the  ser\ice  of  the  United  States  may  deduct  amotmts  so  paid  as  ordinary  and  neces- 
sary expenses  of  doing  business.    (T.  D.  2660;  Mar.  1,  1918.) 

Returns. 

In  connection  with  claim  for  deduction  of  contributions  or  gifts  on  returns  of 
income  there  shall  be  stated  name  and  address  of  each  organization  to  which  gift 
was  made,  and  the  date  and  amount  of  the  gift  in  each  case;  where  gift  is  other  than 
money,  basis  for  calculation  of  value  shall  be  fair  market  value  of  property  subject 
to  gift  at  time  of  gift.    (T.  D.  2690;  art.  8.) 

Internal  revenue  ofElcers. 

Collection  of  money  from  officers  and  employees  of  Treasury  Department  in 
field  service  for  giving  of  personal  gifts  to  officers  and  employees  holding  office, 
or  to  incoming  or  retiring  officials,  prohibited;  decision  as  to  wnether  subscription 
lists  may  be  circulated  for  worthy  national  institutions  rendering  service  to  miUtary 
and  naval  forces  of  Government,  such  as  Red  Cross,  rests  with  head  of  each  office 
in  field  service.    (T.  D.  2862;  June  12,  1919.) 

Wines. 

Wines  given  away  by  dealers  are  nevertheless  subject  to  tax  under  the  act  of 
September  8,  1916.    (T.  D.  2387;  Oct.  30,  1916.) 

am. 

See  ^'Distilled  Spirits." 
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OINOEB. 

Jamaica  ginger — Nonbeverage  alcohol. 
See  "Alcohol." 

OINOEB  ALE   AND  BRANDY. 
Beverages. 

See  **  Beverages." 

GOU?. 
Balls  and  clubs — Excise  taxes. 

The  tax  imposed  by  Bection  600  (f)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  golf  oalls  are  sold  by  the  manufacturer.  (T.  D.  2719;  art.  XVII.) 
Tax  impoped  by  section  600  (f)  of  the  act  of  October  3,  1917,  is  3  per  cent  of  the 
price  for  which  golf  clubs  are  sold  by  the  manufacturer;  heads  ana  shafts  of  golf 
clubs  are  not  taxed  until  combined  and  sold  as  complete  clubs.  (T.  D.  2719;  Art. 
XVII.) 

Clubs— Dues. 

Golf  clubs  are  included  within  the  t^rm  **athletic  and  sporting'  *  clubs,  as  used  in 
section  701  of  the  act  of  October  3,  1917,  imposing  a  tax  on  amounts  paid  as  dues 
or  membership  fees  to  any  athletic  or  sporting  club.    (T.  D.  2681;  Mar.  26, 1918.) 

Golf  club  dues  for  which  the  member  receives  as  one  of  the  privileges  of  member- 
ship a  season  ticket  for  a  municipal  golf  course  are  subject  to  tax  without  deducting 
part  paid  by  club  to  city  for  the  season  ticket.    (T.  D.  2782;  Dec.  24,  1918.) 

j^inlciy — Admissions. 

Where  an  admission  charge  in  form  is  made,  but  in  fact  is  merely  payment  lor 
privilege  of  using  certain  eciuipment,  such  as  golf  links,  admission  is  incidental  to 
privilege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of  October 
3,  1917,  does  not  apply.    (T.  D.  2681;  Mar.  26,  1918.) 

GOOD  WILL.  • 

Definition. 

Good  will  is  an  intangible  asset  whose  value,  separate  and  apart  from  business 
with  which  it  is  connected,  is  not  capable  of  determination;  it  does  not  represent  a 
value  attaching  to  physical  property.    (T.  D.  2690;  art.  8.) 

Good  will  represents  value  attached  to  business  over  and  above  value  of  physical 
property.    (T.  D.  2690;  art.  167.) 

Excess  profits  tax — Invested  capital. 

The  term  "other  intangible  property,"  as  used  in  section  207  of  the  act  of  October 
3,  1917,  construed  to  mean  property  of  character  similar  to  good  will,  trade-marks, 
and  other  specific  kinds  of  property  enumerated  in  same  clause.    (T.  D.  2694;  art. 

47.) 

If  good  will,  trade-marks,  trade  brands,  franchises  of  a  corporation  or  partnership, 
or  other  intangible  property  has  been  purchased  with  stock  or  shares  issued  prior  to 
March  3,  1917,  amount  that  may  be  included  in  invested  capital  must  not  exceed 
20  per  cent  of  par  value  of  total  stock  or  shares  outstanding  on  that  dat«,  nor  actual 
value  of  asset  at  date  acquired,  nor  par  value  of  stock  i.-<8ue<fin  payment  for  the  asset. 
(T.  D.  2694;  art.  57.) 

Rules  governing  cases  where  stock  or  shares  (or  stock  or  shares  and  bonds  or  other 
obli^tions)  have,  prior  to  March  3,  1917,  been  issued  for  a  mixed  ag^egate  of 
tangible  property,  patents,  and  cop>Tight8,  and  good  will  or  other  intangible  prop- 
erty, stated.    (T.  D.  2694;  art.  59.) 

Good  will  and  other  similar  intangible  assets  purchased  with  cash  or  tangible 
property  must  be  taken  at  value  not  in  excess  of  the  cash  or  actual  cash  value  of 
the  tangible  property  specifically  paid  therefor.    (T.  D,  2694;  art.  60,) 

Subject  to  limitations  stated  invested  capital  of  individual  is  measured  by  total 
of  actual  caflh  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents,  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises, 
and  other  tangible  property     (T.  D.  2694;  art.  66.) 

Patents  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises,  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
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BxcesB  profits  tax — Invested  capital — Continued, 
exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangible 
property  pud  therc»or,  but  only  if  bona  fide  payment  was  made  therefor  specifically 
as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

Iiicoxne  taxes— Gross  income. 

Stock  dividends  declared  from  earnings  or  profits  accrued  prior  to  March  1,  1913, 
or  from  surplus  created  by  revaluation  of  capital  assets,  or  from  placing  value  upon 
trade-marks,  good  will,  etc.,  do  not  represent  distribution  of  earnings  or  profits  sub- 
ject to  tax  in  hands  of  shareholder;  when  stock  received  in  pa)rment  of  such  divi- 
dend, or  stock  in  respect  of  which  any  such  dividend  was  paid,  is  sold,  cost  of  each 
share  of  stock,  whether  new  or  old,  for  purpose  of  ascertaimng  gain  or  loss  from  sale, 
is  quotient  of  cost  of  old  stock,  if  acquired  on  or  after  March  1, 1913,  or  its  fair 
market  price  or  value  as  of  that  date  if  acquired  prior  thereto,  divided  by  the  num- 
ber of  old  and  new  shares  added  together,  and  profit  sO  ascertained  is  income  sub- 
ject to  both  normal  and  additional  tax,  to  be  accounted  for  in  shareholder's  return 
for  year  in  which  sale  is  made.    (T.  D.  2734;  June  17, 1918.) 

—  Net  income. 

For  purpose  of  income  tax  good  will  is  capable  of  neither  appreciation  nor  deprecia- 
tion, and  amount  claimed  to  represent  its  decline  in  value  is  not  an  allowable  deduc- 
tion in  computing  tax  1  lability  of  an  individual  or  corporation.  (T .  D .  2690 ;  art .  8. ) 
No  claim  for  depreciation  on  account  of  good  will  can  be  allowed ;  any  loss  resulting 
from  or  on  account  of  investment  in  good  will  can  be  determined  only  when  prop- 
erty or  business  to  which  good  will  attaches  is  sold  or  disposed  of,  in  which  case  pront 
or  loss  will  be  determined  upon  basis  of  value  of  assets  including  good  will  if  acquired 

•   prior  to  March  1,  1913,  or  their  cost  if  acquired  subsequent  to  that  date.    (T.  D. 
2690;  art.  167.) 

If  good  will  shall  have  been  purchased  at  a  determined  price  and  shall  be  later  sold 
at  a  price  less  than  such  cost,  or  less  than  determined  fair  market  value  as  of  March  1, 
1913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less  than  cost  or 
value,  as  case  may  be,  will  be  loss  deductible  from  gross  income  of  year  in  which  such 
asset  was  sold.    (T.  D.  2690;  art.  168.) 

GOVEBKMEKTAI.  EXEMPTIONS. 

CorriozB,  facilities  furnished  by. 
See  '^Transportation  Tax." 

Telephone,  etc.,  messages.  . 

See  "Telegraphs  and  Telephones." 

GRAIN. 

Distilled  spirits. 

See  ''Distilled  Spirits." 

Income  tax — Grain-growing  corporation. 

Corporations  engaged  in  raising  stock  or  poultry,  or  growing  grain,  fruits,  or  other 
products  of  this  chEuracter,  as  means  of  livelihood  and  for  purpose  of  gain,  is  an  SLgri- 
cultural  or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kind  of 
business  in  which  it  is  engaged,  and,  as  such,  is  not  exempt  from  taxation.  (T.  D. 
2690;  art.  74.) 

GBAPES. 

Brandy. 

Distillers  of  brandy  made  from  grape  cheese,  sweetened  as  provided  in  the  act  of 
September  8, 1916,  are  exempted  from  same  provisions  of  law  from  which  distillers 
of  orandy  from  other  fruits,  wine,  and  fruit  pomace  residuum  have  been  exempted, 
as  set  forth  in  Regulations  No.  7,  revised  July  10, 1914;  seven  pounds  of  unsweetened 
grape  cheese  deemed  a  gallon;  records;  notice  on  Form  271  and  new  bond  on  Form 
30i;  survey;  records  and  returns;  samples  of  sugar  solution  and  of  mash.'  (T.  D. 
2373;  Sept.  28, 1916.) 

Only  brandy  produced  from  grapes  may  be  fermented  and  distilled  for  fortifying 
sweet  wines,  after  September  8,  1917.    (T.  D.  2520;  Aug.  30, 1917.) 
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Brandy — Continued . 

Ferm^itmg  a&d  disdlliog  of  matoriaU  for  productioa  of  beverage  brandy  after 
SoK^^ember  8,  1917,  probibitod;  foiandy  produced  from  gnipes  laay  be  distilJed  k>r 
fortifyingswect  wines  under  acts  of  Septembers,  1916,  and  August  10, 1917;  brandy 
may  be  produced  from  materials  fermented  after  September  8,  1917,  for  other  than 
beverage  purposes.    (T.  D.  2559;  Oct.  26,  1917.    T.  D.  278ar;  Feb.  «,  1919.) 

Cheese — Beverage  spirits. 

Grape  cheese  may  not  be  used  in  producing  beverage  spirits.  (T.  D.  25W;  Aug. 
30,  1917.    T.  D.  2523;  Sept.  11,  1917.    T.  D.  2559;  Oct.  26,  1917.) 

Juice. 

So-called  sherry  material  and  grape  juice  containing  one-half  of  1  per  cent  or  more 
oT  alcohol  classed  as  wine  and  subject  to  tax  as  such.    (T.  D.  2387;  Oct.  30,  1916.) 

li  Is  pearmiasible  to  crush  grapes  on  unbonded  premiaes,  provided  juice  of  grapes 
is  removed  from  premises  while  whdlly  un fermented;  persons  receiving  such  grape 
juice,  if  allowing  same  to  ferment,  must  qualify  as  wine  makers.  (T.  D.  2337; 
Oct.  30,  1916.) 

SpirltB— Fortification  of  sweet  wiaes. 

BoLody  made  from  grape  cheese,  svirectenied  as  provided  in  the  act  of  September 
8,  1916,  can  not  be  used  in  fortification  of  pure  sweet  wine  under  pioviaoos  of  tho 
act  of  October  1, 1890,  as  amended.    (T.  D.  2373;  Sept.  2S,  1916.)^ 

Eegolation  of  October  26,  1917,  prohibituig  manuJEacture  of  distilled  spirite  lor 
beven^  purpoaeB  after  September  8,  1917,  <toes  not  api^y  to  pioductioa  of  gzw>e 
spirits  aoiety  lor  use  in  fortification  of  sweet  vines  under  act  of  September  8»  1916 • 
(T.  D.  2559;  Oct.  26,  1917.) 

QBOSS  INCOME. 

See  ** Income  Taxes  (Corporations)";  "Income  Taxes  (IndivkluafeJ." 
Definition. 

Gross  income,  with  reference  to  income  tax  imposed  upon  corporations,  embraces 
not  only  operationg  revenues,  but  also  income,  gams,  or  profits  from  all  other  sources, 
such  as  rentals,  royalties,  interest,  and  dividends  from  stock  owned  in  other  corpora- 
tions; also  profits  made  in  other  corporations;  also  profits  made  from  sale  of  assets, 
investments,  etc.    (T.  D.  2690;  art.  88.) 

"Gross  income,"  as  used  in  Regulations  No.  30,  relating  to  munition  manufac- 
turer's tax,  mean  gross  receipts  from  sale  or  disposition  of  munitions  or  parts  thereof 
enumerated  in  section  301,  Title  III,  act  of  September  8,  1916.  <T.  U.  2384;  art. 
10.) 

OTTAM. 
Export  of  wines. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  .shipped  to  Porto 
Rico,  the  Philippine  Islands,  and  to  the  Panama  Canal  Zone,  free  of  tax;  like 
exemption,  however,  does  not  apply  to  shipments  to  the  island  of  Guam.  (T.  D. 
2387;  Oct.  30,  1916.) 

GXTABANTY. 
Income  tax— Ifet  income. 

Banking  corporations  which  are  reqmired  to  maintain  a  '^Depositofs'  ga«ranty 
fund  "  may  decluct  amount  set  apart  each  year  to  this  fund,  provided  that  such  fund, 
when  set  aside  and  carried  to  credit  of  State  banking  fund  or  of  duly  authorized 
State  officer,  ceases  to  be  asset  of  bank  but  may  be  withdrawn  upon  demand  by  such 
board  or  State  officer  to  meet  needs  of  these  officers^  as  required  by  State  laws,  in 
reimburaing  depositors  in  insolvent  banks,  and  provided  further  €hat  no  portion  of 
amount  is  returnable  to  assets  of  banking  corporation ;  if  amount  is  simply  set  up  on 
books  of  bank  as  reserve  to  meet  contingent  liability''  and  remains  asset  of  banK,  it 
wfll  not  be  deductible  except  as  it  is  actually  paid  out  as  required  by  law  and  upon 
demand  of  proper  State  officers.    (T.  D.  2990;  art.  146.) 

GHABAMTY  IKfirOBAKCE. 

See  * 'Insurance.'* 
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OUABDIAK  AND  WARD. 

Income  taxes — ^EBxefinptions. 

Fiduciaries  acting  for  minors  or  incompetent  persons  are  permitted  to  take  per- 
sonal exemption  as  to  income  derived  from  property  of  whicn  they  have  charge  in 
favor  of  eacn  ward  or  beneficiary.    (T,  D.  2090;  art.  14.) 

— —  Betunui. 

ildudadeB  acting  for  niinoiis  or  other  incompetents  required  to  mako  returns  ac- 
cording to  madtal  status  of  ben^ciaries,  and  in  cases  arising  under  section  2  (b) 
of  the  act  of  September  8,  191^,  as  amended)  when  income  of  estate  or  trust,  as  an 
entity,  is  $1,000  or  over,  return  to  be  made  on  Form  1040  or  1040 A;  fiduciaries  must 
make  returns  on  Form  1041  whenever  interest  of  beneficiary  in  net  income  of  estate 
or  trust  is  $1,000  or  over  for  an  unmarried  beneficiary,  and  whenever  interest  of 
married  beneficiary  is  $2,000  or  ovor.    (T.  D.  2690;  art.  27.) 

Committee  of  property  of  incompetent  person  held  to  be  fiduciary  for  purpose  of 
income  tax  and  required  to  make  return  on  Form  1040,  revised,  for  incompetent, 
whenever  amount  oif  income  ^  sufficient  to  require  same.    (T.  D.  2690;  art.  29.) 

Income  reseived  by  minor  child  from  sources  other  than  parent  should  be  included 
by  parent  in  his  return;  fact  that  such  income  is  not  appropriated  by  parent  is  imma- 
terial; wh^e  income  is  from  separate  estate  and  puentnas  been  S4)poiiited  suar- 
dian,  aiMl  conditions  are  such  that  income  so  received  ia  to  be  held  for  use  of  child, 
it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  for  otherwise  lor 
purposes  of  tax,  in  manner  and  form  as  called  for  by  fiicts  of  particular  caao. 
(T.D.2W0;  art.-29.) 

Copy  of  income  return  may  be  furnished  by  Commissionor  to  person  who  made 
return  or  to  his  duly  constituted  attorney,  or  if  entity  is  in  hands  of  guaidtan  to  such 
guardian  upon  written  application  for  same,  accomJMuiied  by  satisfactory  evidence 
that  applicant  comes  within  this  provision.    (T.  D.  2962;  Jan.  7,  1920.) 


See  **Inaurance." 
See ''Narcotics." 


HAIL  mSTTBANGfi. 
HARBISON  NARCOTIC  LAW. 


HAWAn. 
Excise  taxes. 

Taxes  imposed  b^  sections  313,  315,  and  600  of  act  of  October  3,  1917,  apply  to 
articljw  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  else* 
where  in  the  United  States  than  in  a  State,  and  to  articles  sold  in  commerce  be- 
tweenUnited  States  and  any  of  its  islands  or  other  possessions,  except  the  West 
Indian  Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Gasoline  substitute. 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  gasoline  substitute  in  Hawaii  authorized  for  use  by  any 
qualified  denaturer.    (T.  D.  2528;  Oct.  3,  1917.) 

Public  otaitieB. 

Sec  ''Transportation  Tax." 

Stamp  taxes. 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October  3, 
1917,  attacheg  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and, 
although  time  drafts  covering  shipments  to  the  Virgin  Islands,  the  Philippine 
Islands,  and  Porto  Rico  arc  not  subject  to  the  tax,  time  drafts  covering  articles 
shipped  to  the  United  Stateg  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto 
Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Bee.  24,  1918.) 

General  nile  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October  3, 
1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not  other- 
wise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of  the 
United  States  (incl^iding  the  States,  the  District  of  Coium«>ia,  the  Territory  of 
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Stamp  taxes — Continued. 
Hawaii,  and  the  Territory  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.    (T.  D,  2795; 
Feb.  26, 1919.) 

HEAD  OF  FAMILY. 

Deflnition. 

Head  of  family  is  person  who  actually  supports  and  maintains  one  or  more  indi- 
viduals who  are  closely  connected  with  him  by  blood  relationship,  relationship  by 
marriage,  or  by  adojjtion,  and  whose  right  to  exercise  family  control  and  provide 
for  those  dependent  individuals  is  based  upon  some  moral  or  legal  obligation.  (T. 
D.  2690;  art.  14.) 

Income  taxeiH-Bxemptions. 

Resident  aliens  claiming  exemption  because  of  families  or  wives  residing  abroad, 
are  not  heads  of  families  or  married  men  or  women  with  wives  or  husbands  li\dng 
with  them,  within  the  meaning  of  the  income  tax  law,  and  they  are  in  no  case 
entitled  to  more  than  their  individual. exemptions  of  $3,000  under  the  act  of  Sep- 
tember 8,  1916,  and  |1,000  under  the  act  of  October  3^  1917.  (T.  D.  2692;  Apr.  8, 
1918.) 

A  head  of  a  family  is  a  person  who  actually  supports  and  maintains  one  or  more 
individuals  who  are  closely  connected  with  him  oy  blood  relationship,  relation- 
ship by  marriage,  or  by  adoption,  in  one  household;  in  absence  of  continuous 
actual  residence  together,  whether  or  not  a  person  with  dependents  is  head  of  a 
family  within  the  meaning  of  the  statute  must  depend  on  the  character  of  the  sepa- 
ration; if  a  child  or  other  dependent  is  away  only  temporarily  at  school  or  on  a 
visit,  the  common  home  being  still  maintained,  the  additional  exemption  applies; 
if,  however,  the  dependent  continuously  makes  his  home  elsewhere,  nis  benefactor 
is  not  the  head  of  a  family,  irrespective  of  the  question  of  support.  (T.  D.  2692; 
Apr.  8,  1918.    See  T.  D.  2427;  Dec.  26,  1916.) 

• Filing  certificate  of  ownership. 

Owners  of  bonds  of  domestic  and  resident  corporations  shall,  when  presenting 
interest  coupons  for  pavment,  file  certificate  of  ownership  for  each  issue  of  bonds 
showing  name  and  address  of  debtor  corporation,  name  and  address  of  owner  of 

.    bonds,  whether  payee  is  married  or  head  of  a  family,  and  amount  of  interest.    (T.  D. 
2690;  art.  43.) 

Wines. 

Wines  produced  by  a  single  person,  unless  he  is  the  head  of  a  family,  are  not 
exempt  from  tax  under  section  402  (b)  of  act  September  8, 1916,  as  being  iot  family 
use.    (T.  D.  2765;  Oct.  21,  1918.) 

Wines  made  by  a  partnership  or  those  produced  by  a  winery  owned  and  operated 
by  several  heads  of  lamilies  jointly  are  not  exempt  from  tax  under  section  402  (b) 
of  act  September  8,  1916,  as  being  for  family  use.    (T.  D.  2765;  Oct.  21, 1918.) 

HELD  OUT  OB  BECOMMENPBD. 

Definition. 

**Held  out  or  recommended,'  *  as  used  in  section  600  (h)  of  the  act  of  October  3, 
1917,  includes  representation  by  any  mc^ns,  personal  canvass  and  statements  on 
the  labels,  in  pamphlets,  or  advertisements,  or  otherwise;  a  holding  out  or  recom- 
mendation intended  for  physicians  only  is  a  holding  out  to  the  public.  (T.  D.  2719; 
Art.  XXI.) 

HOIJ>INO  COMPANIBS. 

See  *  'Subsidiary  Corporations. " 

Capital  stock  tax. 

Corporation  or  association  organized  for  exclusive  purpose  of  holding  title  to 
property,  collecting  income  therefrom,  and  turning  over  entire  amount  thereof, 
less  expenses,  to  an  organization  which  itself  is  exempt  from  tax,  is  exempt  from 
tax  imposed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19, 
1916.    T.  D.  2750,  art.  12;  Aiicj.  9,  1918.) 

A  "holdinff  company,'  *  organized  in  the  United  States  for  the  purpose  of  acquir- 
ing and  hoiaing  capital  stock  of  subsidiary  companies,  and  actually  engaged  in 
holding  such  stock,  voting  thereon,  receiving  dividends  thereon,  and  distributing 
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Capital  stock  tax — Continued, 
money  among  its  own  ehareholden,  is  engaged  in  business  within  the  meaning  of 
act  of  SeptemiDer  8, 1916,  and  is  subject  to  special  excise  tax  imposed  under  section 
407,  and  this  applies  to  all  holding  companies  organized  in  the  United  States  for 
profit,  even  though  the  subsidiary  companies  operate  exclusively  in  foreign  coun- 
tries; holding  companies  required  to  file  returns  ^on  Form  707,  and  will  be  held 
strictly  liable  to  penalties  imposed  for  failure  to  'make  returns  within  prescribed 
time.    (T.  D.  2429;  Jan.  4,  1917.) 

So-called  subsidiary  corporations,  all  or  part  of  stock  of  which  is  owned  by  another 
corporation,  must  render  returns  ill  same  manner  as  other  corporationsj  no  deduc- 
tion is  allowed  in  return  of  a  holding  corporation  for  tax  paid  by  subsidiary.  (T. 
D.  2503;  June  25,  1917.    T.  D.  2750,  art.  24;  Aug.  9,  1918.) 

Inoome  taxes— Additional  tax. 

Taxable  income  includes  share  to  which  individual  would  be  entitled  of  gains 
and  profits,  if  divided  or  distributed,  whether  divided  or  distributed  or  not,  of  all 
corporations,  joint-stock  companies  or  associations,  or  insurance  companies,  however 
created  or  organized,  formed  or  fraudulently  availed  of  to  prevent  imposition  of 
such  tax,  by  permitting  such  gains  or  profits  to  accumulate  instead  of  being  divided 
or  distributee! ;  fact  that  such  corporation,  etc.,  is  mere  holding  company,  or  that 
accumulation  beyond  reasonable  needs  is  permitted,  shall  be  prima  facie  evidence 
of  fraudulent  purpose  to  escape  tax,  but  fact  that  gains  and  profits  are  in  any  case 
permitted  to  accumulate  and  become  surplus  shall  not  be  construed  as  evidence 
of  purpose  to  escape  tax,  unless  Secrctarv  of  Treasury  shall  certify  that,  in  his 
opinion,  such  accumulation  is  unreasonable  for  purpose  of  business;  statement  of 
gains  and  profits,  etc.,  required  when  requested  oy  Commissioner  of  Internal 
Kevenue.    (T.  D.  2690;  art.  19.) 

- — Gross  income. 

Where  holding  company  actually  takes  up  each  month  on  its  books  and  credits 
surplus  and  profits  and  loss  with  its  proportionate  share  of  earnings  of  underlying 
companies,  holding  company  required  to  include  in  gross  income  amounts  thus 
taken  up,  regardless  of  fact  that  same  may  not  have  been  paid  to  or  received  by  it 
in  cash;  fact  that  underlying  companies  credit  holding  company  with  amount  of 
earnings  to  which  it  is  entitled  on  basis  of  stock  it  holds,  together  with  fact  that 
holding  company  takes  up  on  its  books  amount  thus  credited,  renders  it  incumbent 
upon  holding  company  to  return  these  amounts  as  income.    (T.  D.  2690;  art.  115.) 

Where  subsidiary  or  other  corporation  sells  or  transfers  assets  to  parent  or  other 
corporation,  accepting  in  exchange  therefor  stock  or  bonds  of  purchasing  corpora- 
tion, question  of  gain  or  loss  will  be  determined  upon  basis  of  diflference  between 
cost  or  market  value  of  assets  sold  and  actual  value  of  stock  or  bonds  given  in  ex- 
change therefor;  any  gain  or  loss  thus  ascertained  as  resulting  from  such  transac- 
tion will  be  added  to  or  deducted  from  entire  gross  income,  as  case  may  be,  of  sell- 
ing corporation  in  year  in  which  capital  assets  were  sold.    ((T.  D.  2690;  art.  119.) 

Where  a  holding  company  owns  all  of  the  stock  of  its  subsidiary  corporations, 
except  the  qualifying  snares  of  the  directors,  and  the  subsidiary  corporations, 
together  with  the  liolding  company,  constitutes  a  single  enterprise,  the  accumulated 
earnings  and  surplus  of  the  subsidiary  corporations  used  by  them  as  capital  prior 
to  January  1,  1913,  does  not  become  taxable  income  of  the  holding  company  when 
formsdlv  transferred  to  it  as  dividends;  T.  D.  2542  reversed.  (T.  D.  2783;  Jan.  7, 
1919.)  ' 

Returns. 

Where  one  corporation  operating  for  itself  is  controlled  by  another  through  the 
ownership  of  a  majority  of  all  of  its  stock,  controlling  corporation  is  merely  a  stock- 
holder, and  subsidiary  company  must  make  separate  and  distinct  return,  accounting 
for  all  income  received  during  each  taxable  year,  and  holding  company  will  return 
as  income  any  dividends  or  earnings  received  from  operating  company.  (T.  D .  2690; 
art.  125.) 

Where  net  income  of  subsidiary  corporation  upon  which  tax  has  been  levied  and 
is  payable  is  turned  over  to  parent  company,  holder  of  its  stock,  amount  so  turned 
over  will  be  held  to  be  dividends,  or  amounts  paid  to  it  out  of  net  earnings  and  must 
be  returned  by  parent  company  for  purpose  of  2  per  cent  tax  imposed  by  the  act  of 
September  8,  1916,  but  for  purpose  of  war  income  tax  imposed  by  Title  II  of  act  of 
October  3, 1917,  net  income  of  parent  company  may  be  reduced  by  amount  of  divi- 
dends so  received.    (T.  D.  2690;  art.  207.) 


Digitized  by  VjOOQIC 


294  HOLIDAYS— HOBTICULTUBE. 

Income  taxes — Continued. 
B.etum»— Oontiaued. 

Fact  that  branch  corporation  ia  organized  in  any  State  to  meet  peculiar  condi- 
tions thore  existing  ana  which  make  it  impracticaiHe  for  parent  company  as  such  to 
do  business  in  such  State,  although  such  subflidiary  may  be  to  ^1  intents  and  pur- 
poses a  mere  branch  of  the  parent  company,  does  not  relieve  it  from  necessity  of 
making  return  for  each  year;  if  such  branch  corporation  actually  transacts  business 
from  which  income  arises,  accrues,  and  is  received  byit,  such  corporation  must  make 
detailed  return,  as  if  it  were  in  no  way  related  to  any  other  corporation^  setting  forth 
full  amount  of  income  which  it  receives  or  which  accrues  to  it,  together  with  author- 
ized deductions  therefrom,  and  upon  any  net  income  thus  disclosed,  tax  will  be 
assessed  and  required  to  be  paid.    (T.  D.  2690;  art,  207.) 

Subsidiary  corporations  existing  in  name  only  or  as  mere  agents  or  integral  parts 
of  parent  company  will  be  required  to  make  returns  of  annual  net  income,  ami  shall 
indorse  thereon  statement  that  it  i«  a  sabsidiari'-  or  integral  part  of  the  parent  com- 
pany (naming  it)  and  that  for  its  own  account  it  has  90  income  from  any  source  what- 
ever, that  it  makes  no  disbursements,  and  that  all  business  done  in  its  name  is  done 
for  account  of  and  as  business  of  parent  corporation  and  will  be  accounted  for  in 
return  of  such  parent  corporation.    (T.  D.  2690;  art.  208.) 

Subsidiary  corporations  which  actually  transact  business  in  their  own  names 
receive  income  for  their  own  account,  incur  and  pay  expenses  incident  to  production 
of  income,  keep  separate  books  of  account,  and,  as  separate  entities,  exercise  all  the 
powers  and  functions  authorized  by  their  charters,  will  be  required  to  pay  income 
tax  on  net  income  received  by  them  from  all  63urces,  regardless  of  fact  that  such 
net  income  is  paid  or  turned  over  to  a  parent  or  holding  company,  by  whom  it  must 
also  be  returned  for  purpose  of  tax  imposed  by  section  10  of  the  act  of  September  8, 
1916;  in  latter  case  both  parent  and  subsidiary  companies  must  make  separate 
returns.     (T.  D.  2690;  art.  208.) 

HOUDATS. 

Income  taxes — Betarns. 

When  last  due  date  for  filing  return  falls  on  Sunday  or  a  legal  holiday  the  last 
due  date  will  be  held  to  be  day  following  such  Sunday  or  legal  holiday,  and  return 
should  be  made  not  later  than  such  following  day,  or,  if  placed  in  the  mails,  it  should 
be  posted  in  ample  time  to  reach  collector's  office,  under  ordinary  handling  of  the 
mails,  on  or  before  date  on  which  return  is  required  to  be  filed.  (T.  D.  2690;  art. 
219.) 

HOMEOPATHIC  ATTENUATIOKS. 

Nonbe^erag^  alcohol. 
See  "Alcohol." 

HORTICITLTUBB. 

Hortieuttural  org^aniaationi — Capital  atodE  tax. 

Provision  exempting  from  tax  agricultural  and  liorticultuial  oiganieations  applies 
only  to  those  corporationB  that  are  engaged  in  such  activities  merely  for  general 
welfare  and  benefit  of  the  public,  conducting  such  enterpcbses  as  agricultural  or 
horticultural  fain  or  exhibitions;  corporation  engaged  in  geoeral  fanning,  raising 
cattle,  or  other  agricultural  business  for  profit  is  liable  to  the  tax.  (T.  D.  2417; 
Dec.  16, 1916.    T.  D.  2760,  art.  12;  A\tg,  9, 1918.) 

Horticultural  organizations  are  specifically  exempt  from  tax  imposed  by  section 
407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  2750,  art. 
12;  Aug.  9,  19X8.) 

Income  taxes — ^Exemptiona. 

Horticultural  (Mganizations  are  exempt  from  tax  without  condition;  collector, 
bein^  satisfied  that  organization  conies  within  exempted  class,  is  authorized  to 
eliminate  it  from  his  list  and  relieve  it  from  necessity  of  making  returns.  (T.  D. 
2690;  art.  68.) 

Horticultural  organizations  do  not  include  corporations  wigaged  in  Rowing 
horticultural  products  or  raising  live  stock  or  similar  products  for  profit,  but  include 
only  those  organirations  which,  having  no  net  income  inuring  to  benefit  of  members, 
are  educational  or  instructive  in  character,  and  which  have  for  their  purpose  the 
betterment  of  conditions  of  those  engaged  in  these  pursuits,  improvement  of  growing 
of  their  products,  and  encouragement  and  promotion  of  industries  to  higher  de^ee 
of  efficiency;  included  in  this  class  as  exempt  are  county  fairs  and  like  asaociationa 
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Horticultural  organizations — Continued. 

Xncome  taxea— Exemptions — ^Continued. 

o!  a  quasi-public  character;  societiefl  or  aasociations  holding  race  meets  from  which 
profits  inure  or  ooay  inure  to  members  or  stockholders  arc  not  exempt.  (T.  D.  2690; 
art.  73.) 

Corporation  oDeaged  in  raising  stock  or  poultry,  or  growing  grain,  fruits,  or  other 
products  of  this  character,  as  means  of  livelihood  and  for  purpose  of  gain,  is  an  agri- 
cultural or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kina  of 
business  in  which  it  is  engaged  and  as  such  is  not  exempt  from  taxation.  (T.  D. 
2690;  art.  74.) 

Income  taxes — ^Deduction  of  development  expenses. 

Amounts  expended  in  development  of  orchards  prior  to  time  when  productive 
stage  is  reached  constitute  investments  of  capital .    (T.  D.  2890;  art.  4.) 

HOSPITAIiS. 

Income  taxes— Deduction  of  donations. 

Donations  made  for  purposes  connected  with  operation  of  property  when  limited 
to  charitable  institutions,  hospitals,  or  educational  institutions,  conducted  for 
benefit  of  employees  or  their  dqoendents,  may  be  deducted  as  ordinary  and  neces- 
sary expense;  such  deduction  should,  however,  be  reduced  by  any  amount «^aid 
to  corporation  by  the  employees.    (T.  D.  2690;  art.  134.) 

Withdrawal  of  alcohol  for  use  in. 
See  ''Alcohol.'' 

HOTELS. 
Cabarets. 

See  * ' AdmisedoQS.'  * 
Occupational  tax — Pool  or  billiard  tables.  • 

Occupation  tax  imposed  by  act  of  September  8,  1916,  w  applicable  to  pool  or  bil- 
liard tables  and  bowhng  alleys  in  hotels.     (T.  D.  2462;  Feb.  16,  1917.) 

Passengers'  accommodations. 

The  word  "transportation,"  as  used  in  Title  V  of  the  act  of  October  3,  1917,  does 
not  include  passengers'  meals  or  hotel  accommodations.    (T.  D .  2676;  Mar.  18. 1918. ) 

Tax  impost  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  applies  to 
each  and  every  service  and  faciUty,  excej^t  passengers'  meals  and  hotel  accommo- 
dations, rendered  by  or  on  behalf  of  carriers  in  connection  with  transportation  of 
persons,  where  transportation  in  connection  with  which  service  or  facility  is  ren- 
dered is  subject  to  tax.    (T.  D.  2676;  Mar.  IS,  1918.) 

HUNTING  CLTTBS. 
Dues. 

See  "Dues." 

HUSBAND  AND  WIPBI. 

Estate  tax — Community  property. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  dece- 
dent whose  estate  is  taxable,  by  surviving  husband  or  wife,  as  case  may  be,  for  one- 
half  the  value,  at  decedent's  death,  of  community  property.  (T.  D.  2454:  Feb. 
28, 1917.) 

If  property  conveyed  to  husband  and  wife  is  taken  by  each  in  entirety  and  in  such 
manner  that  each  was  owner  of  all,  and  upon  death  of  either  no  new  interest  or  title 
vested  in  survivor,  one-half  of  property  thus  jointly  owned  should  be  returned  as 
portion  of  gross  estate  of  deceaent  husband  or  wife  as  case  mio;ht  be;  wherever 
public  records  show  property  in  name  of  decedent,  presumption  is  that  it  was  solo 
property  of  decedent,  and  burden  of  showing  that  surviving  spouse  owned  any 
mterest  therein  is  upon  such  spouse.    (T.  D.  2450;  Feb.  14,  1917.) 

Highest  selling  price  of  stocks  and  bonds  on  day  of  death  fixed  as  value  to  be  re- 
turned, or,  if  no  sale,  then  highest  bid  price;  if  stocks  or  bonds  are  not  listed  on  the 
market  the  executor  may  set  up  value  that  he  deems  true  value  as  of  day  of  dece- 
dent's death;  if  bulk  of  estate  is  community  property  its  value  should  not  be  shown 
under  item  4  of  Form  706,  but  decedent's  legal  share  should  be  returned  under  the 
several  items.     (T.  D.  2513;  July  16,  1917.) 
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Estate  tax — Continued. 
Houi^ehold  goods. 

Household  goods  and  other  chattels  used  by  husband  and  wife  in  marriage  relation 
are  presumed  to  be  property  of  husband,  and,  if  widow  of  deceased  claims  same  as 
her  separate  property,  she  has  burden  of  establishing  claim,  failure  to  do  which 
necessitates  return  of  such  goods  as  portion  of  deceased's  gross  estate.  (T.  D;  2529; 
Oct.  4,  1917.) 

Excess  profits  tax. 

Married  woman  who  is  sole  trader  or  is  entitled  to  any  taxable  income  to  her  sole 
and  separate  use  may  make  separate  return  in  same  m^ner  as  any  other  individual. 
(T.  D.  2694;  art.  76.) 

Income  taxes — Alimony. 

Alimony  or  allowance  based  on  separation  agreement  is  not  income  to  recipient 
thereof,  nor  is  it  an  allowable  deduction  for  the  person  paying  same.  (T.  D.  2690; 
art.  4.) 

Exemptions. 

'  Where  husband  or  wife  having  taxable  income  dies  within  calendar  year,  and 
full  exemption  for  year  is  used  by  personal  representative  in  making  return,  if  sur- 
vivor is  also  required  to  make  return  at  close  of  year  for  income  received  within  that 
year,  the  full  personal  exemption,  according  to  marital  status  of  survivor  at  close  of 
year,  may  be  claimed  in  return  of  income.    (T.  D.  2690;  art.  14.) 

Resident  aliens  claiming  exemption  because  of  families  or  wives  residing  abroad, 
are  not  heads  of  families  or  married  men  or  women  with  wives  or  husbands  living  with 
them,  within  the  meaning  of  the  income  tax  law,  and  they  are  in  no  case  entitled  to 
more  than  their  individual  exemptions  of  $3,000,  under  the  act  of  September  8, 
1916,  and  $1,000  under  the  act  of  6ctober  3,  1917.  (T.  D.  2692;  Apr.  8, 1918.) 
•  In  the  case  of  a  married  man  or  a  married  woman  the  joint  exemption  replaces  the 
individual  exemptions  only  if  his  wife  lives  with  him  or  her  husband  lives  with  her 
in  absence  of  continuous  actual  residence  together,  whether  or  not  a  man  or  woman 
has  a  wife  or  husband  living  with  him  or  her  must  depend  on  the  character  of  the 
separation;  if  merely  occasionally  and  temporaril>r  a  wife  is  away  on  a  visit  or  a 
husband  is  away  on  business,  the  joint  home  being  maintained,  the  additional 
exemption  apphes,  and  the  unavoiaable  absence  of  a  wife  or  husband  at  a  sana- 
torium or  asylum  on  account  of  illness  does  not  preclude  claiming  the  exemption; 
if,  however,  the  husband  voluntarily  and  continuously  makes  his  home  at  one  place, 
and  the  wife  hers  at  another,  they  are  not  living  t(^ether  for  the  purpose  of  the 
statute,  irrespective  of  their  personal  relations.    (T.  D.  2692;  Apr.  8,  1918.) 

■ Information  at  source. 

Owners  of  bonds  of  domestic  and  resident  corporations  shall,  when  presenting 
interest  coupons  for  payment,  file  certificate  of  ownership  for  each  issue  of  bonds 
showing  name  and  address  of  debtor  corporation,  name  and  address  of  owner  of  bonds, 
whether  payee  is  married  or  head  of  a  family,  and  amount  of  interest.  (T.  D.  2690; 
art.  43.) 

Returns. 

Exemption  allowed  husband  and  wife  living  together  may  be  taken  by  one  or 
di\dded  oetween  them  in  such  ratio  as  they  may  determine.    (T.  D.  2690;  art.  26.) 

Where  husband  and  wife  file  separate  returns,  one  being  filed  in  time  and  other 
delinquent,  such  returns  are  not  supplemental  of  each  other  and  delinquency  must 
be  answered  for  by  one  in  connection  with  whose  return  it  occurred.  (T.  D.  2690; 
art.  26.)  .  " 

Unless  wife  has  separate  estate  requiring  her  to  file  separate  return,  or  to  join  with 
her  husband  in  return  which  shall  set  forth  her  income  separately,  husband  should 
include  in  return  income  accruing  to  wife  for  services  rendered  by  her,  eole  of  pro- 
duct  of  her  labor;  actual  proceeds  coming  into  wife's  possession  during  Ua, 
year  constitute  income  to  be  included,  and  not  amount  estimated  upon  acceptance 
prior  to  payment  for  articles  sold.    (T.  D.  2690;  art.  26.) 

Fiduciaries  acting  for  minors  or  other  incompetents,  required  to  make  returns 
according  to  marital  status  of  beneficiary;  whenever  interest  of  beneficiary  in  net 
income  oi  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary,  or  in  case  of 
married  beneficiary,  whenever  interest  ia  $2,000  or  over,  fiduciaries  are  required  to 
make  return.    (T.  D.  2690;  art.  27.) 
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Incoxne  taxes — Continued. 

BetoniB — Continued. 

Joint  return  of  husband  and  wife  shall  be  open  to  inspection  by  officers  and 
employees  of  Treasury  Department  whose  official  duties  require  such  inspection, 
ana  by  the  Solicitor  of  Internal  Revenue;  and  by  either  spouse  for  whom  return 
was  made  or  his  or  her  duly  constituted  attorney,  upon  satisfactory  evidence  of  such 
relationship  being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

ILLNESS.. 
Capital  stock  tax— BetAms. 

Where  failure  to  file  return  is  due  to  sickness,  collector  may  allow  further  time, 
not  exceeding  30  days,  for  making  and  filing  return  as  he  deems  proper.  (T.  D. 
2750,  art.  21,  Appendixes  A,  B;  Aug.  9,  1918.) 

Xncome  tcuc  retuxna— Agents. 

Return  may  be  made  by  an  agent  when  by  reason  of  illness,  absence,  or  nonresi- 
dence  person  liable  for  return  is  unable  to  make  same,  a^ent  assuming  responsibility 
of  making  return  and  incurring  penalties  provided  for  intentional  false  or  fraudu- 
lent return.    (T.  D.  2690;  art.  22.) 

Extension  of  time. 

Commissioner  of  Internal  Revenue  may,  in  his  discretion,  upon  application  there- 
for and  upon  satisfactory  showing,  jgrant  reasonable  extension  ol  time  for  filing 
returns  by  persons  residing  or  traveling  abroad  who  are  unable  to  file  on  or  before 
March  1  of  each  year;  in  case  of  sickness  of  citizens  and  residents  extenflion  not 
exceeding  30  days  may  be  granted  by  collector.    (T.  D.  2690;  art.  22.) 

Where  corporation  fails  or  neglects  to  file  return  within  prescribed  time,  and 
such  n^lect  is  due  to  sickness  or  absence,  collector  may  grant  extension  of  time 
within  which  to  file  return,  which  extension  must  not  exc^d  30  days  from  normal 
due  date;  application  for  extension  must  be  made  prior  to  expiration  of  period  for 
which  extension  is  desired.    (T.  D.  2690;  art.  222.) 

Sickness  of  one  or  more  officers  at  time  return  is  required  to  be  filed  will  not  be 
accepted  as  reasonable  cause  for  failure  to  file  return  within  prescribed  time,  un- 
less it  is  satisfactorily  shown  that  there  were  no  other  principal  officers  available 
and  sufficiently  informed  as  to  affairs  of  corporation  to  make  and  verify  return. 
(T.  D.  2690;  art.  223.) 

IMMEDIATE  OB  PBOMPT  DELIVEBY. 

Deflmtioii. 

The  term  '^immediate  or  prompt  delivery,"  as  used  in  Regulation  No.  40,  part  2, 
providing  that  no  tax  is  imposed  on  cash  stdcB  of  products  or  merchandise  for  irnme- 
diat«  or  prompt  delivery,  which,  in  good  faith,  are  actually  intended  to  be  deliv- 
ered, means  aelivery  at  once  or  as  soon  as  practicable,  and  in  any  event  within 
twenty  days  of  the  date  ^f  sale  or  agreement.    (T.  D.  2608;  Nov.  30,  1917.) 

IMPORTS. 

Carriers'  charges. 

Tax  imposed  under  section  500  of  act  of  October  3, 1917,  applies  to  charges  which 
accrue  on  property  imported  into  United  States  from  port  of  entry  to  destination 
within  United  States,  tut  tax  does  not  apply  to  any  payment  of  charges  on  prop- 
erty mo\'ing  on  a  through  bill  of  lading  from  a  point  in  Canada  or  Mexico  to  a  point 
in  the  United  States;  such  tax  shall  be  collected  as  and  when  transportation  charges 
are  collected,  if  such  charges  be  collected  within  United  States,  and  upon  delivery 
of  consignment,  if  charges  be  prepaid  outside  the  United  States  and  not  paid  at 
port  of  entry.    (T.  D.  2676;  Mar.  18,  1918.) 

Cigaz»— Betail  price. 

Importer  of  cigars  required  to  file  affidavit  with  collector  of  customs  setting  forth 
necessary  information  with  reference  to  retail  price  of  cigars  when  sold  singly,  and 
the  importer  will  be  held  responsible  for  proper  tax  payment  of  such  cigars.  (T.  D. 
2569;  Oct.  17,  1917.) 

Cigarette  papers  and  tubes. 

When  cigarette  paper  made  up  into  packages,  books,  or  sets,  or  cigarette  tubes 
are  imported,  the  customs  consumption  entry  or  withdrawal  for  consumption  entry 
shall  be  prepared  in  triplicate  and  show  in  detail  number  of  packages,  etc.,  con- 
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Cigpxette  papers  and  tubes— Continued, 
taining  stated  number  of  papers  e^ch;  two  copies  of  customs  entries  to  be  filed  with 
collector;  tax  to  be  ^aid  to  collector  at  time  entries  are  filed  with  himj  collector 
to  make  certain  entries  on  copy  of  customs  entry;  report  in  duplicate  to  be  made 
by  collector  of  customs  to  collector  of  internal  revenue  of  quantity  imported. 
(T.  D.  2552;  Oct.  22, 1917.) 

Taxes  imposed  by  section  404  of  act  of  October  3,  1017,  effective  on  Novemher  2, 
1917,  upon  withdrawal  of  packages,  books,  sets,  or  tubes,  from  customhouse  for 
consumption  or  use.    (T.  D.  2552;  Oct.  22, 1917.) 

Excise  taxes.  ' 

See  **Excise  Taxes.'* 

Income  taxes— Deduction  of  import  duties. 

Import  or  tariff  duties  levied  by  Congress  and  paid  to  proper  customs  officers  are 
deductible  as  taxes  imposed  under  authority  of  United  iStates,  provided  they  are 
not  added  to  and  made  a  part  of  the  cost  of  articles  of  merchandise  with  respect  to 
which  they  are  paid,  in  which  case  they  will  be  reflected  in  cost  of  merchandise 
and  can  not  be  separately  deducted.    (T.  D.  2(J90;  art.  195.) 

Playing  cards. 

Manufacturers  and  importers  of  playing  cards  required  to  render  sworn  inventory, 
in  duplicate,  on  or  before  October  31,  1917,  showing  number  of  packs  of  cards  and 
number  of  stampe;  on  October  31, 1917,  or  10  days  thereafter,  return  covering  period 
October  4  to  31  required,  which  return  must  be  rendered  for  each  eubeequent  month 
on  last  day  thereof,  or  on  or  before  10th  day  of  succeeding  month,  until  supply  of 
stamps  at  old  rate  is  exhausted;  verification  of  inventories  and  returns.  (T.  D. 
2538;  Oct.  10, 1917.) 

Additional  tax  upon  pla>'ing  cards  imposed  under  subdivision  13  of  Schedule  A, 
act  of  October  3, 1917,  became  effective  on  and  after  October  4, 1917,  but  this  addi- 
tional tax  attaches  only  to  playine  cards  manufactured  or  imported  and  sold  or 
removed  for  sale  on  ana  after  that  date,  and  is  to  be  paid  by  the  manufacturers  or 
importers;  such  tax  does  not  apply  to  tax-paid  stocks  in  hands  of  wholesale  or 
retail  dealers,  who  may  sell  all  cards  tax  paid  at  2  cents  under  act  of  Au^t  28, 
1894,  which  they  had  on  hand  on  October  4,  1917,  without  incurring  liability  to 
additional  tax.    (T.  D.  2543;  Oct.  19,  1917.) 

Porto  Bico— Denatured  alcohol. 

Where  alcohol  of  not  leas  than  180^  proof  is  brought  from  Porto  Rico  for  denatura- 
tiou,  same  may  be  transferred  to  any  central  denaturing  bonded  warehouse  free  of 
tax,  upon  filing  skated  bond,  which  is  to  be  given  in  duplicate  by  warehouse  nro- 
prietor,  with  sureties  satisfactory  to  collector  and  in  penal  sum  of  not  leas  tnan 
triple  the  amount  of  tax,  and  in  no  case  less  than  $5,000,  one  copy  of  bond  to  be 
retained  by  collector,  and  one  copy,  with  hia  approval  indorsed  tnereon,  to  be  for- 
warded to  Commissioner  of  Internal  Revenue;  instructions  as  to  application  for 
transfer  of  alcohol;  alcohol  transferred  will,  upon  arrival  .be  careftuly  inspected 
and  reported,  on  monthly  statement  (Form  575);  such  alcohol  will  be  denatured 
and  accounted  for  in  same  manner  as  otner  alcohol  received  for  likepurpose.  (T.  D. 
2575;  Nov.  5,  1917.)  This  decision  aj^lies  to  alcohol  produced  lu  Porto  Rico  on 
or  after  October  4,  1917,  only;  decision  further  modified  so  as  to  permit  giving  of 
bond  in  penal  sum  of  not  less  than  actual  amount  of  tax  at  rate  of  $2.20  per  proof 
gallon,  and  in  no  case  less  than  $5,000,  except  that  in  case  of  alcohol  withorawn  by 
scientific  or  cducatioual  institutions  under  section  3297,  Revised  Statutes,  bond 
shall  be  for  penal  sum  of  no(  less  than  double  amount  of  tax  at  rate  of  $3.50  per 
gallon.    (T.  I).  2641;  Jan.  28,  1918.) 

Btsunp  tax  on  time  drafts. 

The  stamp  tax  imposed  by  subdivision  (b)  of  vSchedule  A  of  the  act  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territ(»ry  of  Hawaii,  and  the  Canal  Zone,  and, 
although  time  drafts  covering  shipments  to  the  Virgin  Islands,  the  Philippine  Is- 
lands, and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles  shiroed 
to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto  mco 
must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified.  (T.  D. 
2782;  Dec.  24, 1918.) 
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Wines. 

Imported  wines  transferred  in  bond  from  port  of  entry  to  another  port  will  be 
tax  paid  on  removal  from  bond  at  last-namecl  port.    (T.D.  2387;  Oct.  9©,  1916.) 

Imported  or  domestic  still  winea  on  which  tax  has  been  paid,  but  which  when 
subsequently  bottled  become  carbonated  by  secondary  fermentation,  are  subject 
to  tax  as  sparkling  wines;  where  such  change  in  wine  is  not  produced  by  addition 
of  au^ar  for  purpose  of  starting  secondary  fermentation  and  is  merely  incidental  to 
.bottling,  deaJer  in  stick  ewe  net  regarded  as  producer;  to  avoid  double  taxation, 
additional  tax  found  to  be  due  may  be  paid  by  affixing  such  wines  with  label  show- 
ing wines  to  have  been  bottled  without  treatment.    (T.  D.  2387;  Oct.  30,  1916.) 

Bonds  securing  payment  of  internal-revenue  tax  will  not  be  required  for  im- 
ported wines,  as  such  wines  remain  in  custody  of  customs  officers  until  such  tax  is 
paid.    (T.  D.  2887;  Oct.  30,  1916.) 

Tax  on  imported  wines  being  payable  on  removal  of  wines  from  customhouse, 
such  wines  can  not  be  tneislerred  to  bonded  premises  established  under  the  wine 
act.    (T.  D,  2SS7;  Oct,  30,  1916,) 

Imported  wines  when  leHioved  from  cufltomhouae  must  be  tax  paid  by  stamp. 
(T.D.  2387;  Oct.  30,  ;916.) 

No  alkywance  can  be  sttde  where  shortage  is  discovered  oe  imported  wine  after 
hmng  tax  paid;  if  shortage  is  discovered  b^bre  removal  irom  customhouse  tax  need 
be  paid  only  on  quantity  ramoved,    (T,  D.  2387;  Oct.  39,  1916.) 

iHiportcr  of  wines  or  his  agent  permit^ted  as  matter  of  convenience  to  aflSx  re- 
quired stamps  to  custom  entry  instead  of  stamping  packages  or  cases  ocmtumng 
such  wines,  upon  the  compliance  with  stated  instructions;  where  importer  prefers 
to  stamp  each  package  or  case  he  may  do  so.  (T.  D.  2391:  Nov.  6,  1916.  T.  D. 
2414;  Dec.  11,  1916.) 

IKPOKTEK. 
DoAs^tMii* 

An  ''importer,'''  within  lU^lations  No.  44,  relating  to  wur  exercise  taxes,  is  a 
person  who  causes  an  article  to  'be  brought  into  the  United  States  from  a  foreign 
country;  a  retailer  may  be  also  an  importer.    (T.  D.  2719;  Ait.  XL) 

IMPBOYBaCSNTS. 

Income  tayea    Dadaotaoaii. 

Oost  of  erecting  permanent  buildingB  or  el  making  permanent  improvements  on 
ground  leased  by  company  is  cm  additional  rental  and  may  l>e  deducted,  provided 
fludi  inipii!0%'effients,  under  terms  of  lease^  revert  to  owner  of  ground  at  expira- 
tion of  lease;  in  sucti  case  cost  will  be  pvorwbed  according  to  number  of  years  con- 
stituting term  of  lease  and  annual  deduction  will  benliciuot  part  of  such  cost.  (T.  D. 
2690;  art.  140.) 

Expenditures  for  incidental  repairs  which  do  not  add  to  value  nor  api)reciably 
prolMig  life  of  projMa^v  are  deductible  as  expenses  by  insurance  companies  other 
than  mutuals,  but  including  mutual  life  and  mutual  marine,  but  expenditures  for 
new  buildings,  permanent  improvements,  or  betterments,  which  increase  value 
of  property,  or  for  restoring  or  replacing  property,  are  not  deductible;  such  expendi- 
tures are  properly  chargeaole  to  capital  account,  to  be  extinguished  through  annual 
depreciation  allowance.    (T.  D.  2690;  art.  240.) 

When  improvements  become  part  of  real  estate,  difference  between  cost  t^reof 
«ad  allowable  d^rectation  duruu;  lease  term  is  again  or  profit  to  lessor  at  end  of 
lease  teem,  and  moist  be  accounted  for  as  income  ^  that  time.    (T.  D.  2690;  art  4.) 

IVCOlCfi. 

'"•Income"  means  what  has  come  in  or  receipts.  (T.  D.  2451;  Feb.  20,  W17.  €t. 
Dec.) 

The  word  "Income/'  as  used  in  the  corporation  exc^  tax  act  of  1909,  imports 
sometluAg  entirely  distinct  from  principal  or  capital  either  as  a  subject  of  taxa- 
tion or  as  -a  measuie'of  tlie  tax,  con\'e>ing  rather  the  idea  of  gain  or  increase  arising 
from  current  activities.    (T.  D.  2723;  June  4,  1918.    €t.  I>ec.) 
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INCOME  TAXES  (COBFORATIONS). 

Abatement  claims. 

See '*naim8." 

Acts  published. 

Income  tax  art  of  September  8,  1916,  published.  (T.  D.  2360;  Sept.  11.  1916.) 
Sarpe  act,  as  atnended  by  act  of  October  3,  1917,  and  war  income  tax  act  of  October 
3,  1917,  published,  (T.  D.  2549;  Oct.  20,  1917.  Note  correction  following  T.  D. 
2571.) 

Assessment  of  tax. 

Under  section  14  of  the  income-tax  act,  commissioner  is  without  authority  to  make 
formal  assessment  of  income  tax  unless  liability  therefor  has  been  discovered  within 
three  years  from  date  when  return  is  due;  this  limitation  does  not,  however,  limit 
ri^ht  of  Government  to  claim  and  collect  by  suit  or  otherwise  any  additional  tax 
found  due  for  period  antedating  three-year  limitation.    (T.  D.  2690;  art.  233.) 

Though  Government  may  recover  unpaid  taxes  by  suit,  it  is  desirable  that  col- 
lection be  made  as  result  of  formal  assessment,  and  in  order  that  this  may  be  done, 
corporations  owing  additional  taxes  for  any  period  antedating  the  three-year  limi- 
tation should  file  amended  returns,  together  with  statement  formally  waiving  such 
limitation  and  consenting  to  assessment;  in  executing  such  amended  returns  or 
waivers,  corporations  forfeit  none  of  their  rights  under  the  law,  and  no  penalty  is 
incurred  which  might  not  otherwise  be  enforced  by  suit.    (T.  D.  2690;  art.  233.) 

Claims  for  refund  or  abatement. 

See  ** Claims." 

Collection  and  payment — Abatement  of  tax. 

It  is  duty  of  collector  to  use  same  diligence  to  collect  tax  after  it  has  been  abated  as 
uncollectible,  or  as  in  suit,  as  before  abatement;  such  abatement  does  not  impair 
claim  of  Government  against  taxpayer.    (T.  D.  2690;  art.  249.) 

- —  Action  to  collect. 

Hefore  distributing  assets  dissolving  corporation  should  reserve  funds  sufficient 
to  [>ay  any  income  tax  assessable  against  it;  otherwise  tax  may  be  collected  by  suit 
against  stockholders.     (T.  D.  2690;  art.  205.) 

There  is  no  limitation  upon  right  of  Government  to  sue  for  and  recover  unpaid 
taxes;  not  essential  that  assessment  be  made,  or,  if  made,  that  it  be  made  within 
specified  time;  if  liability  to  original  or  to  additional  tax  exists  or  has  been  dis- 
covered, amounts  thereof  may  be  recovered  by  suit,  regardless  of  fact  that  no  assess- 
ment has  been  made,  and  regardless  of  date  of  its  discovery  or  period  for  which  tax 
is  due.    (T.  D.  2690;  art.  233.) 

—    Advance  payment. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole,  of  income  and  excess-profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to  tax- 
payer; refund  of  excess  payment;  entries  to  be  made  on  Specified  Forms;  interest 
table.  (T.  D.  2022;  Dec.  26, 1917.  T.  D.  2674;  Mar.  18, 1918.  T.  D.  2695;  Apr.  11, 
1918.) 

Certificates  of  indebtedness. 

<  ol lectors  directed  to  receive  United  States  certificates  of  indebtedness,  maturing 
June  25,  1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess-profits 
taxee,  when  payable  at  or  before  maturity  of  certificates;  amount  of  such  certifi- 
catCH  must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to  be  made 
in  Federal  reserve  banks  of  districts  in  which  collectors*  offices  are  located:  insurance, 
where  amounts  are  transmitted  by  roistered  mail;  until  certificates  of  deposits  are 
received  from  banks  amounts  must  be  carried  as  **cash  on  hand'';  schedule  showing 
amount  of  accrued  interest  payable  per  certificate  of  each  issue  on  any  date  from 
January  2  to  June  25,  1918.    (T.  D.  2639;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from 
February  15,  1918,  to  June  25,  1918.     (T.  D.  2656;  Feb.  15,  1918.) 

<'o!le('tor.i  diro'^ted  to  receive  United  States  certificates  of  indebtedness,  dated 
March  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment 
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'  CoUeetioii  and  payment — Continued. 

CertificateB  of  indebtedness — Continued. 

of  income  and  exceee-profita  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15,  to  June  25,  1918.     (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
April  15, 1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess-prohts  taxes  when  payable  at  or  before  maturity  of  certifi- 
cates; schedule  showing  exact  amount  of  accrued  interest  on  any  day  from  April  15 
to  June  25, 1918.    (T.  V.  2703;  Apr.  23,  1918.) 

C'Ollectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15,  1918,  and  maturing  June  25,  1918,  at  par  and  accrued  interest  in  payment 
of  income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedules  showing  the  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25,  1918.    (T.  D.  2718;  May  28,  1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of  indebt- 
edness of  Tax  Series  of  1919.  dated  August  20,  1918,  and  matiuing  July  15.  1919, 
.and  of  Series  T,  dated  November  7, 1918.  and  maturing  March  15,  1919,  in  payment 
of  income  and  profits  taxes  when  payable  at  or  before  maturity  of  certificates;  de- 
posits of  certificates  must  be  made  with  Federal  reserve  banks  of  districts  in  which 
re8j)ective  collectors'  offices  are  located  and  must  be  forwarded  by  registered  mail; 
until  certificates  of  deposit  are  received  from  banks,  amounts  must  be  carried  as 
cash  on  hand;  schedules  of  certificates  required  to  be  kept  by  collectors;  deposit 
of  certificates  in  banks  by  taxpayers  permitted  under  stated  conditions.  (T.  D. 
2778;  Dec.  11, 1918.) 

Unmatured  coupons  attached  to  certificates  of  indebtednen  of  Tax  Series  of  1919, 
dated  August  20, 1918,  and  maturing  July  15. 1919,  and  of  Series  T,  dated  November 
7, 1918,  and  maturing  March  15,  1919,  must  be  stamped  ^'  Paid";  coupons  maturing 
on  or  before  date  tax  is  due  must  be  detached  by  taxpayer  and  collected,  but  tS 
other  coupons  must  be  attached  to  certificate  and  forwarded  to  Federal  reserve  banlm; 
accrued  interest  to  date  income  or  profits  taxes  are  due  not  covered  by  coupons 
attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay  interest  on  such  cer- 
tificates nor  accept  them  for  an  amount  other  or  greater  than  their  face  value.  (T. 
D.  2778;  Dec.  11, 1918.) 

Nonresident  alien  corporation. 

Where  actual  owner  of  stock  of  domestic  corporation  or  resident  alien  corporation 
is  a  nonresident  alien  corporation,  return  will  be  made  regardless  of  the  amount  of 
dividend  and  the  normal  income  tax  will  be  paid,  and  when  net  income  exceeds 
$5,000  said  custodian  shall  also  pay  the  additional  tax  on  such  income.  (T.  D .  2690; 
art.  32.) 

Payment  by  check— Bad  checks. 

Taxpayers  whose  checks  have  been  returned  uncollected  by  depositary  bank 
shoula  be  immediately  notified  to  make  checks  good;  if  taxpayer  fails  to  so  so,  col- 
lector shouldproceed  to  collect  taxes  by  usual  methods,  as  though  no  check  had  been 
given.    (T.  D.  2666;  Mar.  8,  1918.) 

In  cases  where  checks  have  been  returned  uncollected  by  depositary  banks,  if 
recapitulation  of  assessment  list  for  the  month  has  not  yet  been  sent  to  the  Commia- 
sioner,  original  entry  of  payment  should  be  canceled,  and  at  the  same  time  there 
should  be  noted  in  the  Remarks''  column  *' Check  returned  unpaid;  transferred 
to  p.  — ,  1 — ,"  with  the  date,  and  the  item  should  be  reentered  in  the  unpaid  sec- 
tion of  the  list,  with  the  notation  *' Transferred  from  p.  — ,  1 — ."  There  snould  be 
submitted  in  support  of  the  new  entrv  a  copy  of  the  collector's  letter  ^o  the  taxpayer 
with  regard  to  the  nonpayment  of  tlie  check;  if  monthly  recapitulation  has  gone 
forward,  note  should  be  made  in  the  "  Remarks' '  column,  opposite  the  original  entry. 
"Check  returned  unpaid,"  with  the  date.    (T.  D.  2666;  Mar.  8, 1918.) 

Where  check  for  which  certificate  of  deposit  to  credit  of  Treasurer  of  the  United 
States  has  been  issued  is  returned  to  depositary  bank  unpaid,  collector  will  be 
propmply  notified  and  check  held  for  few  days,  during  which  time  collector  should 
make  effort  to  recover  amount  from  taxpayer;  if  amount  is  recovered,  collector 
should  immediately  turn  it  over  to  depositary  in  exchange  for  hsA  check,  which 
should  be  returned  to  the  drawer,  but  ii  amount  is  not  recovered  within  reasonable 
time,  depositary  will  return  check  with  letter  of  transmittal  and  ask  receipt  from 
collector,  which  receipt  should  be  given  in  duplicate,  and  depositary  will  charge 
amount  to  Treasurer's  account  in  next  daily  transcript.    (T.  D.  2666;  Mar.  8, 1918.) 
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Collection  and  payment — Continued. 

-~ —  Payment  by  check — Bad  cheoka — Continued. 

Where  check  deposited  in  collection  account  is  returned  unpaid,  and  no  certifi- 
cate of  deposit  on  Form  15  covering  the  amount  thereof  has  been  iasued,  amount  of 
check  will  be  charged  by  depositary  to  the  collection  account,  after  being  held  in  a 
suspense  account  for  a  few  days  while  an  effort  is  made  to  recover  amount  from  tax- 
payer.    (T.  D.  2666;  Mar.  8, 1918.) 

Collection  at  par. 

All  chocks  in  payment  of  income  taxes  must  bo  collectible  at  par  (without  any 
deduction) ;  taxpayers  who  arc  not  sure  that  their  cliecks  will  be  paid  at  par  should 
be  advised  to  write  beneath  the  amount  ''without  deduction  for  exchange/'  or  * '  with 
exchange;"  collector  not  required  to  examine  all  checks  to  see  whether  they  are 
collectible  at  par;  if  bank  on  which  check  is  drawn  refuses  to  pay  it  at  par,  it  will  he 
retiu*ned  through  depositary  bank,  and  should  be  treated  in  same  manner  as  a  bad 
check.     (T.  D.  2666;  Mar.  8,  1918.) 

Xonthly  and  quarterly  aocotmts. 

Instructions  with  reference  to  preparation  of  monthly  and  quarterly  accounts  in 
cases  where  checks  hare  been  returned  uncollected  by  depositarv  Mnk.    (T .  D.  . 
2066;  Mar.  8,  1918.) 

— '■ Out-of-town  check. 

All  out-of-town  checks  for  which  depositary  bank  is  unwilling  to  issue  immediate 
certificate  of  deposit  to  credit  of  Treasuror  of  United  States,  should  be  depositeil 
separately  in  collection  account,  as  provided  in  T.  D.  2627;  cdUection  account  will 
be  chuged  and  Treowurer's  general  account  credited  by  issuance  of  certificate  of 
deposit  on  Form  15.    (T.  D.  2666;  Mar.  8,  1918.) 

— Posting:  records. 

Instructions  with  reference  to  posting  records  1  and  9  in  cases  where  checks 
have  been  returned  uncollected  by  depositary  bank.     (T.  D.  2666;  March  8,  1818.) 

TTncertified  cheeks. 

If  uncertified  check,  accepted  by  collectors,  is  not  paid,  person  by  whom  it  has 
been  tendered  remains  liable  for  tax;  such  uncertified  checks  as  depositary  bank  is 
willing  to  accept  should  be  included  in  certificate  of  deposit  issued  to  collector;  all 
other  certificates  will  be  carried  by  collector  as  * '  cash  on  hand  " ;  date  on  which  col- 
lector receives  check  considered  date  on  which  payment  is  made  unless,  check  is 
returned  dishonored;  such  uncertified  checks  as  bank  is  not  willing  to  accept  for 
immediate  credit  may  be  deposited  for  collection,  and  when  collection  is  made  pro- 
ceeds should  be  immediately  deposited  with  other  collections  for  the  day,  collector 
charging  his  account ' '  cash  on  hand, ' *  and  crediting  taxpayer  from  whom  cheek  was 
received.    (T.  D.  2627;  Dec.  28,  1917.) 

Penalties  for  nonpayment. 

Upon  failure  to  pay  tax  when  due  and  for  10  days  after  notice  and  demand,  peualtv 
of  5  per  cent  of  amount  of  tax  unpaid  and  interest  at  rate  of  1  per  cent  per  month 
until  x>%id  shall  be  added  to  amount  of  tax,  and  to  amount  assessable  on  basis  of  net 
income  there  shall  be  added  50  per  cent  in  case  of  refusal  or  neglect  to  make  return, 
'  and  100  per  cent  in  case  of  false  or  fraudulent  return,  and  corporation  so  offending 
shall  be  liable  to  specific  penalty  not  exceeding  $10,000.    (T.  D.  2690;  art  231.) 

If  tax  assessed  on  undistributed  net  income  bv  section  10  (b)  of  the  act  of  Septem- 
ber 8,  1916,  as  amended,  is  not  p.;iid  within  10  days  after  date  of  notice  and  demand 
therefor,  collector  must  collect  said  tax  with  pezialty  of  5  per  cent  additi(»ial  upon 
amoimt  thereof  and  interest  at  rate  of  1  per  cent  a  month.  (T.  D.  2736;  June  18, 
1918.) 

Status  of  tax. 

Tax  due  on  income  has  status  of  h  debt  due  to  the  United  States;  persons  receiving 
property  charged  with  such  indebtedness  must  answer  for  the  doot.  (T.  D.  2690; 
art.  39.) 

A  tax  is  not  a  debt  and  the  Government  is  not  a  creditor  in  a  strict  sense.  'Rie 
obligation  is  of  a  higher  nature  than  a  debt.    (T.  D.  3048;  July  2,  1920.    Ct.  Dec.) 

Distributees  without  consideration  of  corporate  assets,  as  stockholders  in  case  of 
dissolution,  are  liable  to  extent  of  the  distribution  for  corporate  tax  under  the  trust- 
fund  doctrine.    (T.  D.  3013;  July  2, 1920.    Ct.  Dec.) 
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Collection  and  payment — ^Conlinued. 
Time  of  payment. 

Where  office  of  Inaurance  compajiy  to  which  collector  addressed  notice  and  de- 
mand, on  Form  17,  is  situated  so  far  from  collector's  office  that  normal  conditions 
roiidcr  it  impossible  for  pajmcnt  to  reach  collector  within  10  days  of  mailing  of  notice 
and  demand  collector  requested  to  enter  on  Form  17  as  date  on  which  tax  becomes 
due  and  payable,  as  near  as  possible,  date  lOdayssubsequenttotime  thatpa>Tnente 
should  be  received  in  ordinary  course  of  mails,  and  where  it  appears  that  full  amount 
of  tax  was  placed  in  mails  within  l(May  period,  or  in  case  notice  is  not  delivered  in 
due  time  by  reason  of  delay  in  mail,  and  satisfactory  evidence  of  that  fact  is  fur- 
nished, penalty  and  interest  will  not  be  coUecrted.    (T.  D.  2679;  Mar.  23,  1918.) 

Where  returns  are  made  on  basis  of  calendar  year  corporationB  against  which 
taxes  are  assessed  sh^l  be  notified  of  the  amount  tlicreof  on  orbefore  June  1  of  each 
successive  year,  and  taxes  shall  be  paid  on  or  before  June  15  of  year  in  which  aasen- 
mentismaoe;  corporation  making  returns  on  basts  of  fiscal  year  other  than  cal- 
endar year  shall  be  notified  of  amount  assessed  s^ainst  it  on  or  before  last  day  of 
9(Kday  period  next  following  date  when  return  was  due,  and  taxes  shall  be  paid 
within  105  days  from  due  date  of  the  return.    (T.  D.  2690:  art.  230.) 

Where  additional  assessments  are  made  as  result  of  examination  or  audit  of  returnt 
taxpayer  shall,  immediately  following  making  of  assessment,  be  notified  of  amount 
thereof,  and  such  taxes  shall  be  paid  within  10  davs  from  date  of  such  notice.  (T .  D . 
2690;  art.  230.) 

Extension. 

Any  extension  granted  by  collector  or  commiaaioner  of  time  within  which  to  file 
roturntfwill  not  be  construed  to  correspondingly  extend  the  time  for  payment  of  tax; 
if  for  any  reason  return  should  not  be  made  until  time  fixed  by  law  for  payment  of 
tax  has  passed,  tax  assessed  on  basis  of  such  return  shall  be  paid  upon  notice  and 
demand.    (T.  D.  2690;  art.  230.) 

Voluntary  payment  whan  past  due. 

II  corporation  against  which  additional  tax  liability  is  diacDVGfed  formally  accepts 
findingi  of  examining  officer  and  agrees  to  voluntarily  pay  additional  tax  aiKi  does  so 
pay  additional  tax,  amended  returns  or  waivers  will  not  be  required.  (T.  D.  2690; 
art.  234.) 

Constitutional  provisions. 

Theaixteemtk  amendment  to  the  Constitution  of  the  United  States  does  not  extend 
the  taxing  power  to  new  or  excepted  subjects,  but  merely  removesall  occasion  wMch 
otheinrise  might  exist  for  an  apportionment  among  the  States  of  taxes  laid  on  in- 
come, whether  it  be  derived  from  one  source  or  anotlier.  (T.  D.  2726;  June  4, 1918. 
Ct.  Dec.) 

Under  the  sixteenth  amendment  to  the  Constitution,  Congress  has  power  to  tax  as 
income  without  apportionment,  everj-thing  that  became  income  in  the  ordinary 
sense  of  the  word  after  the  adoption  of  the  amendment.  (T.  D.  2731;  June  11,  1918. 
Ct.  Dec.) 

]>edufiiions. 

See  **  Net  income, "  post. 

DeAnition»— ^'CommoA-law  partnsndups." 

Common-law  partner^ipe  are  not  associations  within  the  meaning  of  the  income- 
tax  law.    (T.  D.  2690;  art.  63.) 

*  'Corporation. " 

''CkMporatbn"  or  ''corporations/'  as  used  in  Regulations  No.  33,  construed  to 
include  all  corporations,  joint-stock  companies  and  assodatioos,  and  all  insurance 
cosapsnies  coming  within  the  terms  ol  the  law,  as  well  as  all  business  trusts  organ- 
ized or  created  to  engage  in  commercial  or  industrial  enteiprises,  cai^tal  of  which 
is  evidenced  by  cortiticateii  or  shares  of  interest  issued  or  issuable  to  members  on 
the  basis  of  which  profits  are  distributed  or  distributable.     (T.  D.  2690;  art.  57.) 

<  *  Jouit*«toek  oomxpflmies  or  assoeiations. " 

Term  "joint-stock  company  or  i^eociation,"  as  used  in  Regulations  No.  33, 
includes  asBOciations,  common-law  trusts,  or  organizations  by  whatever  name  known 
which  carry  on  or  do  business  in  an-organized  capacity,  net  income  of  which,  if  any, 
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Definitioxif! — Continued. 

<*Jomt^toekcoinpamea  or  aosociations" — Continued. 

'  is  distributed  or  distributable  among  members  or  shareholders  on  basis  of  capital 
stock  which  each  holds,  or,  where  there  is  no  capital  stock,  on  basis  of  proportion, 
share  or  capital  which  each  has,  or  has  invested,  in  business  or  property  of  oi^ni- 
zation.    (T.  D.  2690;  art.  58.) 

'^Limited  partnenhipB." 

Limited  partnership  is  partnership  having  one  or  more  special  partners  who  may 
share  in  profits  of  firm  but  whose  liability  for  debts  of  company  is  limited  to  amount 
of  capital  invested  by  such  special  partner  or  partners.    (T.  D.  2690;  art.  62.) 

Limited  partner^ips  of  the  Pennsylvania  type,  which  offer  opportunity  for 
limiting  liaoility  of  all  the  members,  provide  for  transferability  oi  partnership 
shares,  and  capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are 
corporations  or  joint-stock  companies;  limited  partnerships  of  New  York  l^e, 
which  can  not  limit  liability  of  general  partners,  although  special  partners  en]oy 
limited  liability  so  long  as  they  observe  statutory  conditions,  and  whicn  ar«  dissolved 
by  death  or  attempted  transfer  of  interest  of  general  partner,  and  which  can  not  take 
real  estate  or  sue  m  partnership  nam^e,  are  partnerships;  in  doubtful  cases  limited 
partnerships  will  be  treated  as  corporations  unless  they  submit  satisfactory  proof 
that  they  are  not  in  effect  so  organized.    (T.  D.  2711;  May  9,  1918.) 

. "PoHtical  Bubdivision. " 

Term  "political  subdivision, ''  as  used  in  article  83  of  Regulations  No.  33,  relating 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  division  of  tiie 
State  made  by  proper  authorities  thereof  acting  withik  their  constitutional  powers 
for  purpose  of  carrying  out  portions  of  these  functions  of  State  which  by  lon^  usage 
ana  inherent  necessities  of  government  have  always  been  regarded  as  public;  the 
term  includes  special  assessment  districts  so  created,  such  as  road,  water,  sewer, 
gas,  light,  reclamation,  drainage,  irrigation,  levee,  school,  harbor,  port  improve- 
ment, and  similar  districts  and  divisions  of  State.    (T.  D.  2715;  May  20,  1918.) 

—  '* Taxable  year"  or  *' taxable  period." 

The  terms  ** taxable  year"  or  ** taxable  period, "  as  and  when  used  in  Reflations 
No.  33,  mean  the  calendar  or  duly  established  fiscal  year  or  period  for  wnich  the 
return  is  made  or  is  required  to  be  made.    (T.  D.  2690;  art.  59.) 

"Title." 

The  term  "this  title,' '  as  used  in  Regulations  No.  33,  means  Title  1  of  the  act  of 
September  8, 1916,  as  amended  by  the  act  of  October  3, 1917.    (T.  D.  2690;  art.  59.) 

Exemptions  of  corporations— Agricultural  organizationa. 

Agricultural  organizations  are  exempt  from  tax  without  condition;  collector, 
bein^  satisfied  that  organization  comes  within  exempted  class,  is  authorized  to 
eliminate  it  from  his  list  and  relieve  it  from  necessity  of  making  returns.  (T.  D. 
2090;  art.  68.) 

Agricultural  organizations  do  not  include  corporations  engaged  in  growing  agri- 
cultural products  or  raising  live  stock  or  similar  products  for  profit,  but  include  only 
those  organizations  which,  having  no  net  income  inuring  to  benefit  of  members, 
are  educational  or  instructive  in  character,  and  which  have  for  their  purpose  the 
betterment  of  conditions  of  those  engaged  in  these  pursuits,  improvement  of  grow- 
ing of  their  products,  and  encouraeement  and  promotion  of  industries  to  higher 
degree  of  emciency;  included  in  this  class  as  exempt  are  countv  fairs  and  like 
aHsociations  of  a  quasi-public  character;  societies  or  associations  holding  race  meets 
from  which  profits  inure  or  may  inure  to  members  or  stockholders  are  not  exempt. 
(T.  D.  2690;  art.  73.) 

Corporation  engaged  in  raising  stock  or  poultry,  or  growing  grain,  fruits,  or  other 
products  of  this  character,  as  means  of  livelihood  and  for  purpose  of  Kaih,  is  an 
aoricultural  or  horticultural  society  only  in  the  sense  that  its  name  inoicatefi  the 
kind  of  business  in  which  it  is  engaged,  and,  as  such,  is  not  exempt  from  taxation. 
(T.  D.  2690;  art.  74.) 

Boards  of  trade. 

Boards  of  trade  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  cnaracter  and  purpose  of  organization,  and 
showing  that  no  part  of  any  income  inures  to  benefit  ol  any  private  stockholder  or 
individual,  and  tnat  such  income  is  used  exclusively  to  promote  purposes  for  which 
organized  as  indicated  in  particular  paragraph  under  wnich  exemption  is  claimed. 
(T.  D.  2690;  art.  67.) 
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Exemptions  of  corporations — Continued. 

Building  and  loan  associations. 

Domestic  building  and  loan  association  exempt  is  one  organized  under  and  uur- 
fiiiiant  to  laws  of  United  States  or  of  some  State  or  Territory  thereof,  and  wliicn  is 
actually  carrying  on  for  benefit  of  its  members  a  building  and  loan  association  busi- 
ness in  accordance  with  such  laws;  fact  that  association  issues  fully  paid  or  prepaid 
shares,  calling  for  s[>ecified  rate  of  interest  or  dividends,  will  not  aiBquali/y  it  for 
exemption;  exemption  is  without  qualification  other  than  that  association  is  a 
domestic  building  and  loan  association ;  if  corporation  by  any  other  name  is  carry- 
ing on  an  exclusive  building  and  loan  business,  before  it  is  entitled  to  exemption 
it  must  show  to  satisfaction  of  Commissioner  of  Internal  Revenue  that  it  is  in  fact 
a  building  and  loan  association.  (T.  D.  2690;  art.  70.) 
Domestic  building  and  loan  associations  are  exempt  from  tax  without  condition; 
.  collector,  being  satisfied  that  organisation  comes  within  exempted  class,  is  author- 
ized to  eliminate  it  from  his  list  and  relieve  it  from  necessity  of  making  returns. 
(T.  D.  2690;  art.  68.) 

Business  leagues. 

Business  leagues  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  character  and  purpose  of  organization,  and 
showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder 
or  individual,  and  that  such  income  is  used  exclusively  to  promote  purposes  for 
which  organized,  as  indicated  in  particular  paragraph  under  which  exemption  is 
claimed.    (T.  D.  2C90;  art.  67.) 

Cemetery  companies.  % 

C/ometery  companies  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional 
on  filing  with  collector  affidavit  setting  out  cnaracter  and  purpose  of  organization, 
and  showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder 
or  individual,  and  tnat  such  income  is  used  exclusively  to  pronaote  purposes  for 
which  organized,  as  indicated  in  particular  paragraph  under  which  exemption  is 
.  claimed.    (T.  D.  2690;  art.  67.) 

Cemetery  conapany  having  capital  stock  represented  by  shares,  or  which  is  opera- 
tod  for  profit  or  for  benefit  of  others  than  its  members,  or  has  a  reserve  set  aside  out 
of  profits,  is  not  exempt.    (T.  D.  2690;  art.  71.) 

- — -  Chambers  of  commerce. 

Chambers  of  commerce  are  not,  as  such,  exempt  from  tax;  exemption  is  condi- 
tioned on  filing  with  collector  affidavit  setting  out  character  and  puipose  of  or^rani- 
zation,  and  showing  that  no  part  of  any  income  inures  to  benefit  of  any  private 
stockholder  or  individual^  and  that  such  income  is  used  exclusively  to  pronxoto 
purposes  for  which  organized,  as  indicated  in  particular  paragraph  under  which 
exemption  is  claimed.    (T.  D.  2690;  art.  67.) 

Charitable  organizations. 

Corporations  of  associations  organized  and  operated  exclusively  for  charitablo 
purposes  aire  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing  with 
.  collector  affidavit  setting  out  cnaracter  and  purpose  of  organization,  and  showing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  promote  purposes  for  which  organized, 
as  indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  D. 
2690;  art.  67.) 

Civic  leagues. 

Civic  leagues  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on 
filing  with  collector  affidavit  setting  out  character  and  purpose  of  organization,  and 
showing  that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or 
individual,  and  mat  such  income  is  used  exclusively  to  promote  purposes  for  which 
organized,  as  indicated  in  particular  paragraph  under  wnich  exemption  is  claimed. 
(T.  D.  2690;  art.  67.) 

Claim. 

In  order  that  fraternal  beneficiary  societies,  mutual  insurance  companies,  etc., 
may  be  exempted,  it  is  not  sufficient  that  they  merely  claim  exemption,  but  it 
must  be  shown  by  affidavit  or  otherwise  to  satisfaction  of  Commissioner  of  Internal 
Revenue  that  conditions  set  forth  in  exempting  provisions  have  been  fully  met. 
(T.  D.  2690;  art.  239.) 
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Clubs. 

Clubs  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing  with 
collector  affidavit  setting  out  character  and  purpose  of  organization,  and  showing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  promote  purposes  for  which  organized 
as  indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  I). 
2690;  art.  67.)  ^  — 

Conditional. 

Corporations  or  attfiociations  organized  and  operated  exclusively  for  religious,  chari- 
table, etc.,  purpose:*,  budines?  leagues,  chambers  of  commerce,  civic  leagues,  etc., 
are  not,  as  such,  exempt  from  the  requirements  of  Title  I  of  the  act  of  September  8, 

1916,  as  amended  by  the  act  of  October  3, 1917;  their  exemption  is  ccmditional  upon 
their  filing  with  collector  affidavits  setting  out  character  and  purpose  of  organizations, 
and  showing  that  no  part  of  any  income  mures  to  benefit  of  any  private  stockholder 
or  individual,  and  that  such  income  is  used  exclusively  to  promote  purposes  for 
which  organized  as  indicated  in  particular  paragraphs  under  which  exemption  is 
claimed.     (T.  D.  2690;  art.  67.) 

In  every  instance  wherein  exemption  is  conditional  upon  ground  that  no  part  of 
net  income  received  by  corporations  inures  to  benefit  of  private  stockholder  or  indi- 
vidual, such  organization,  to  be  classed  aa  exempt,  must  show  to  satisfaction  of  col- 
lector or  Commissioner  of  Internal  Revenue,  the  character  and  purpose  of  the  organ- 
ization, source  from  which  all  its  income  is  derived,  what  disposition  is  made  of  such 
income,  and  whether  or  not  any  of  it  is  credited  to  surplus  or  inures  or  may  inure  to 
}>oiiefit  of  any  private  stockhordcr  or  individual.     (T.  D.  2690;  art.  78.) 

Collectors  of  internal  revenue  required  to  keep  list  of  all  corporations  whose 
exemption  is  conditional,  to  end  that  they  may  occasionally  inquire  into  their 
status  and  ascertain  whether  or  not  they  are  violating  conditions  upon  which  their 
exemption  is  predicated.    (T.  D.  2690;*  art.  80.) 

Exemption  from  filing  returns  and  paying  income  lax  of  corporations  or  associa- 
tions organized  exclusively  for  religious*  charitable,  scientific,  or  educational  pur- 
poses, business  leagues,  chambers  of  commerce,  boards  of  trade,  civic  leagues,  ceme- 
tery conmanies,  a£d  pleasure  and  recreation  clubs,  is  conditional  upon  such  organi- 
zations filing  affida\its  showing  character  and  purpose  of  organization,  source  of 
income  and  aisposition  of  same,  whether  or  not  any  of  its  income  is  credited  to  sur- 
plus or  inures  to  benefit  oi  anv  private  stockholder  or  individual,  to  which  affidavit 
should  be  attached  copy  oi  charter  or  articles  of  incorporation  and  by-laws;  where 
collector  is  in  doubt  as  to  taxable  status  of  organization,  upon  receipt  of  affidavit, 
etc.,  he  will  refer  affida\'it  and  accompanying  papere  to  Commissioner  of  Internal 
Revenue  for  decision ;  if  it  is  held  that  corporation  itself  is  exempt  from  income  and 
excess  profits  taxes  it  is  not,  however,  exempt  from  the  withholding  requirements 
nor  from  furnishing  information  in  accordance  with  provisions  of  act  of  October  3, 

1917.  (T.  D.  2693;  Apr.  8,  1918.) 

• Cooperative  organizations. 

Cooperative  associations,  in  order  to  come  within  the  exemption  provided  in  para- 
graph^leventh  of  section  11  of  the  act  of  September  8,  1916,  as  amended,  must  es- 
tablish to  satisfaction  of  collector  or  Commissioner  of  Internal  Revenue  fact  that, 
for  their  own  account,  they  have  no  net  income,  business  being  to  market  products 
of  their  members,  and  that  entire  proceeds  of  such  marketing,  less  necessary 
selling  expenses,  are  turned  back  or  paid  to  members  on  basis  of  quantity 
<>f  produce  furnished  by  them — quality  and  grade  being  considered— aa 
purchase  price  of  such  produce;  if  such  associations  purchase  for  cash 
articles  of  produce  v/ith  view  to  selling  for  gain,  it  will  be  held  that  such  associations 
ar-  organized  for  profit  and  they  ^vill  be  lield  taxable.     (T.  D.  2690;  art.  75.) 

Cooperative  societies,  associations  or  corporations  which  make  periodical  refund 
to  members  or  to  prospective  members  or  to  patrons  generally,  in  proportion  to  pur- 
chases made  by  recipient,  are  not  within  any  of  the  exceptions  or  exemptions  of 
act  of  September  8, 1916  as  amended  by  act  October  3,  1917,  and  are  subject  to  its 
provisions.     (T.  D.  2737;  Juno  19,  1918.) 

Dairy  associations. 

(  ooperati ve  dairy  companies  or  associations,  not  having  capital  stock  and  engaged 
ill  collecting  milk  and  disposing  of  same  or  products  thereof,  and  distributing  pro- 
ceeds of  business,  Ics:^  necessary  operating  expenses,  among  their  patrons,  upon 
basis  of  quantity  of  butter  fat  in  milk  furnishea  by  such  patrons,  are  exempt  from 
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tax;  if  company  puichaaes  milk  at  stipulated  price  and  disposes  of  same,  or  its 
products,  at  a  profit,  and  such  profit  inures  to  benefit  of  company  or  its  members, 
on  any  basis  other  than  butter-fat  content  of  milk  furnished,  such  company  will  come 
within  requirements  of  law  and  will  be  subject  to  tax.    (T,  D.  2690;  art.  76.) 

Educational  organizations. 

Corporations  or  asaociations  oi^anized  and  opei'ated  exclusively  for  educational 
purposes  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing  with 
collector  affidavit  setting  out  character  and  purpose  of  organization,  and  showing; 
that  no  part  of  any' income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  promote  purposes  for  which  organized 
as  indicated  in  particular  {Miagraph  under  which  exemption  is  claimed.  (T.  D. 
2690;  art.  67.) 

Farmers*  associations. 

Farmers',  fruit  growers',  or  like  association,  organized  and  operated  as  a  sales 
ai?ent  to  market  products  of  its  members,  in  order  to  come  within  the  exemption 
provided  in  paragra{^  '  'eleventh  '*  of  section  11  of  the  act  of  September  8,  1916,  as 
amended,  must  establish  to  satisfaction  of  collector  or  C>ommisaioner  of  Internal 
Revenue  fact  that,  for  their  own  account,  they  have  no  not  income,  and  that  entire 
proceeds  of  marketing  products  of  their  members,  less  necessary  selling  expenses, 
are  turned  back  or  paid  to  members  on  basis  of  quantity  ol  produce  furniBned  by 
them — quality  and  grade  being  considerod—as  purchase  price  of  such  produce. 
(T.  D.  2690;  art.  75.) 

Federal  land  banks. 

Federal  land  banks  arc  exempted  from  tax  without  condition;  collector,  being 
satisfied  that  organization  comes  within  exempted  class,  is  authorized  to  eliminate 
it  from  his  list  and  relieve  it  from  necessity  of  making  returns.    (T.  D.  2690:  art.  68.) 

Fraternal  societies. 

Fraternal  beneficiary  society,  order  or  association  operating  under  lodge  system 
or  for  exclusive  benefit  of  members  of  a  fraternity  itself  operating  under  lodge  sys- 
tem is  exempt  from  tax,  w^ithout  condition;  collector,  being  satisfied  that  organiza- 
tion comes  within  exempted  clasa,  is  authorized  to  eliminate  it  from  his  bst  and 
relieve  it  from  necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 

Fraternal  life  insurance  has  been  exempted  from  all  income  taxation  because,  as 
originally  devised,  it  had  in  it  only  the  element  of  protection.  The  premiums  paid 
by  the  member  were  supposed  to  be  sufficient,  and  only  sufficient,  to  pay  the  losses 
which  fell  within  the  current  year.    (T.  D.  3046;  July  19,  1920.     a.  Dec.) 

Conffreaa  exempted  certain  cooperative  enterprises  from  all  income  taxation,  but, 
with  tiie  exception  of  fraternal  f)eneficiary  societies,  it  imposed  in  express  terms 
such  taxation  upon  "every  insurance  company."  (T.  D.  30-16;  July  19,  1920. 
Ct.  Dec.) 

Hortieultnral  organisatLons. 

Horticultural  organizations  are  exempt  from  tax  without  condition;  collector, 
bein^  satisfied  that  organization  comes  within  exempted  class,  is  authorized  to 
eliminate  it  from  his  list  and  relieve  it  from  necessity  of  making  returns.  (T.  D. 
2690;  art.  68.) 

Horticultural  organizations  do  not  include  corporations  engaged  in  growing  horti- 
'  cultural  products  or  raising  live  stock  or  similar  products  for  profit,  but  include 
only  those  organizations  which,  having  no  net  income  inuring  to  benefit  of  mem- 
bers, are  educational  or  instructive  in  character,  and  which  have  for  their  purpose 
the  betterment  of  conditions  of  those  engaged  in  t^ese  pursuits,  impiov^nent  of 
growing  of  their  products,  and  encouragement  and  promotion  of  industries  to  higher 
degree  of  efficiency;  included  in  this  class  as  exempt  are  county  fairs  and  Uke  asso- 
ciations of  a  quasi-public  character;  societies  or  associations  holding  race  meets 
from  which  profits  inure  or  may  inure  to  members  or  stockholders  are  not  exempt. 
(T.  D.  2690;  art.  73.) 

Corporation  engaged  in  raising  stock  or  poultry,  or  growing  grain,  fruits,  or  other 
products  of  this  character,  as  means  of  livelihooa  and  for  purpose  of  gain,  is  an  aori- 
cultural  or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kind 
of  business  in  which  it  is  engaged,  and,  as  such,  is  not  exempt  from  taxation. 
(T.  D.  2690;  art.  74.) 


Digitized  by  VjOOQIC 


308  IlSPCaME  TAXES    (CORPORATIONS). 

Exemptions  of  corporations — Continued. 

JointHstodc  land  banks.  - 

Joint-stock  land  banks  are  exempt  from  tax  without  condition  as  to  income  speci- 
fied in  the  law;  collector,  being  satisfied  that  organization  comes  within  exempted 
clasB,  is  authorized  to  eliminate  it  from  his  list  and  relieve  it  from  necessity  of  mak- 
ing returns.    (T,  D.  2690;  art.  68.) 

Labor  organizations. 

Labor  organizations  are  exempt  from  tax  without  condition;  collector,  being 
satisfied  that  organization  comes  within  exempted  class,  is  authorized  to  eliminate 
it  from  his  list  and  relieve  it  from  necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 

Lists. 

Collectors  of  internal  revenue  required  to  keep  list  of  all  corporations  whose  exemp- 
tion is  conditional,  to  end  that  they  may  occasionally  inquire  into  their  status  and 
ascertain  whether  or  not  they  are  violating  conditions  upon  which  their  exemption 
ia  predicated.    (T.  D.  2690;  art.  80.) 

Lodges. 

A  society  or  association  "operating  under  the  lodge  system"  is  one  organized 
under  a  charter  or  dispensation  with  properly  appointed  or  elected  officers,  with  an 
adopted  ritual  or  ceremonial,  holding  meetings  at  stated  intervals;  an  order,  society, 
or  association  coming  within  this  definition  is  exempt  from  requirements  of  income 
tax  law.    (T.  D.  2690;  art.  77.) 

Society  or  association  "operating  under  the  lodge  system,"  which  is  exempted 
under  the  provisions  of  the  income  tax  act,  is  considered  to  be  one  or^nized  under  a 
charter  with  properlj^  appointed  or  elected  officers  with  an  adopted  ritual  or  cere- 
monial, holding  meetings  at  stated  intervals,  and  supported  by  dues,  fees,  or  assess- 
ments.   (T.  D.  2690;  art.  239.) 

Mutual  insurance  compsinies,  etc. 

Organizations  mentioned  in  paragraph  "Tenth  "  of  section  11,  act  of  September  8, 
1916,  as  amended,  are  specifically  exempt,  orovided  that  their  entire  income  con- 
sists solely  of  assessments,  dues,  and  fees  collected  from  members  for  sole  purpose  of 
meeting  expenses  incurred  in  pursuance  of  purpose  for  which  organized;  if  any 
such  organizations  have  income  from  any  source  other  than  assessments,  dues  and 
fees  sucn  income  will  be  held  subject  to  tax,  and  organizations  receiving  same  must 
make  returns  and  pay  any  tax  thereby  shown  to  be  due.    (T.  D.  2690;  art.  69.) 

Mutual  savings  banks  not  having  capital  stock  represented  by  shares  are  exempt 
from  tax  without  condition;  collector,  bein^  satisfied  that  organization  comes  within 
exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  relieve,  it  from  neces- 
sity of  making  returns.    (T.  D.  2690;  art.  68.) 

A  corporation,  organized  to  insure  its  members,  limited  to  jewelers  and  dealers 
in  goods  ordinarily  carried  in  the  jewelry  trader  against  loss  or  damage  by  fire,  theft, 
•  barratry,  emtezzlement,  and  transportation,  which  requires  each  member  to  deposit 
in  advance  a  definite  sum  sufficient  to  cover  estimated  losses  and  expenses  for  the 
ensuing  year,  the  balance  of  such  deposits  being  returned  to  members,  is  a  mutual 
fire  insurance  company  and  subject  to  the  taxes  imposed  by  the  act  of  October  3, 
1913.    (T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

« National  farm  loan  associations. 

National  farm  loan  associations  organized  pursuant  to  act  of  July  17,  1916,  are 
exempt  from  tax  without  condition;  collector,  being  satisfied  that  organization 
comes  within  exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  relieve 
it  from  necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 

Pleasure  and  recreation  clubs. 

Pleasure  and  recreation  clubs  are  not,  as  such,  exempt  from  tax;  exemption  is 
conditional  on  filing  with  collector  affidavit  setting  out  character  and  purpose  of 
organization  and  showing  that  no  part  of  any  income  inures  to  benefit  of  any  private 
stockholder  or  individual  and  that  such  income  is  used  exclusively  to  promote  pur- 
poses for  which  organized  as  indicated  in  particular  paragraph  under  which  exemp- 
tion is  claimed.    (T.  D.  2690;  art.  67.) 

■ Public  utilities. 

Public  utilities  whose  income  inures  to  benefit  of  anjr  State,  Territory,  or  political 
subdivision  thereof  are  exempt  from  tax  without  condition;  collector,  being  satisfied 
that  organization  comes  within  exempted  class,  is  authorized  to  eliminate  it  from 
his  list  and  relieve  it  from  necejjity  of  making  returns.     (T.  D .  2  690;  art.  68.) 
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Religious  organizations. 

Corporations  or  associatione  organized  and  operated  exclusively  for  religious  pur- 
poses are  not,  as  such,  exempt  trom  tax;  exemption  is  conditional  on  filing  with 
collector  affidavit  setting  out  character  and  purpose  of  orga^dzation,  and  snowing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  promote  purposes  for  wldch  organized 
as  indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  D. 
2690;  art.  67.) 

• Scientific  organizations. 

Corporations  or  associations  organized  and  operated  exclusively  for  scientific 
purposes  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing  with 
collector  affidavit  setting  out  character  and  purpose  of  organization,  and  showing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  pomote  purposes  for  which  organized  as 
indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  D.  2690; 
art.  67.) 

Social  clubs. 

Social  clubs  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing 
with  collector  affidavit  S3tting  out  character  and  purpose  of  organization,  and  showing 
that  no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual, 
and  that  such  income  is  used  exclusively  to  promote  purposes  for  which. organized 
as  indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  D. 
2690;  art.  67.) 

Social  clubs  organized  and  operated  exclusively  for  pleasure,  recreation,  and 
other  nonprofitable  purposes  are  exempt  from  tax,  provided  no  part  of  any  net 
income  inures  to  benefit  of  any  private  stockholder  or  individual;  this  exemption 
roaches  practically  all  social  ana  recreation  clubs  supported  by  membership  fees, 
dues,  and  assessments;  if  a  club,  by  resison  of  comprehensive  powers  gjranted  in  its 
charter,  engages  in  any  business  for  profit,  it  will  be  neld  that  such  club  is  not  a  social 
club,  it  thus  becoming  a  business  or  commercial  enterprise  and  any  profit  realized 
is  subject  to  tax.    (T.  D.  2690;  art.  72.) 

TTnconditional. 

Among  corporations  exempt  from  tax,  without  condition,  are  labor,  agricultural, 
and  horticultual  organizations,  mutual  saving  banks  not  haxing  capital  stock 
reprcs?nted  by  shares,  fraternal  beneficiary  societies  or  associations  operating  under 
lodge  system  or  for  exclusive  benefit  of  members  of  fraternity  itself  operating  under 
lodge  system,  domestic  building  and  loan  associations,  Federal  land  banks,  and 
national  farm  loan  associations,  organized  pursuant  to  the  act  of  July  17,  1916, 
joint-stock  land  banks  as  to  income  specified  in  the  law,  and  public  utilities  whose 
income  inures  to  benefit  of  any  State,  Territory,  or  political  subdivision  thereof; 
corporations  exempt  under  act  of  September  8, 1916,  are  also  exempt  from  tax  under 
Title  I  of  the  art  of  October  3, 1917.    (T.  D.  2690;  art.  68.) 

Exemptions  of  income — ^Federal  reserve  bank  dividends. 

Exemption  provided  for  in  Federal  reserve  statute,  section  3,  of  the  act  of  October 
22,  1914,  attaclies  to  and  follows  income  derived  from  dividends  on  stock  of  Federal 
reserve  banks  into  hands  of  stockholders,  that  is  to  say,  dividends  received  on 
stock  of  such  banks,  are  exempt  from  taxes  imposed  by  acts  of  September  8,  1916, 
as  amended,  and  of  October  3, 1917;  this  ruling  cfoes  not  contemplate  that  di\'idends 
paid  bv  member  banks  are  exempt  from  the  2  per  cent  tax,  but  such  di\ridend8,  in  so 
far  as  they  may  be  received  by  other  corporations,  may  be  treated  as  a  credit  against 
net  income  in  computing  the  war  income  tax  imposed  by  Title  1  of  the  act  of  Octo- 
ber 3,  1917.    (T.  D.  2690;  art.  86.) 

Fiscal  year  ending  during  1016. 

The  provision  of  section  25  of  the  income  tax  act  is  intended  to  exclude  from 
taxable  income  under  Title  1  of  the  act,  any  income  received  after  Janury  1,  1916. 
which,  in  returns  for  periods  prior  to  that  date,  has  been  accounted  for  on  an  accrual 
basis,  and  on  which  tax  has  been  assessed  and  paid;  that  is  to  say.  any  income 
returned  upon  which  tax  imposed  by  act  of  October  3,  1913,  had  been  assessed 
though  actually  received  subsequent  to  January  1, 1916,  is  not  subject  to  the  tax 
imposed  by  Title  I.    (T.  D.  2690;  art.  235.) 
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Foreign  Governments. 

Soctioa  ^  of  the  act  of  September  S,  1916,  as  amended  b>r  the  act  of  October  3, 
1917,  does  not  exempt  from  tax  any  income  collected  by  foreign  Government s  from 
investments  in  the  united  States  in  stocks,  bonds,  or  other  domestic  securities, 
which  are  not  bona  fide  owned  by  but  are  loaned  to  such  foreign  Government. 
(T.D.  2690;  art.  87.) 

Insurance  etrnxpanies. 

All  interest  received  on  obligations  of  United  Statei  or  its  possessions  or  on  obli- 
gations of  a  State,  or  any  political  subdivision  thercDf,  should  be  eliminated  in 
ascertaining  gross  income;  accrued  interest  on  bonds  purchased  must  not  be  included 
in  amount  eliminated  from  gross  income^,  in  case  of  obligatiois  of  United  States 
issued  after  September  1,  1917,  income  therefrom  is  exempt  from  tax  only  to  extent 
provided  in  the  act  authorising  their  isaue,  and  income  from  such  obligations  re- 
ceived by  insurance  companies  is  exempt  from  2  per  cent  and  4  per  cant  tax. 
(T.  D.  2690;  art.  2^.) 

Political  subdivisions. 

Jnterest  upon  oliligations  of  State  or  any  political  subdivision  thereof  is  exempt; 
obligations  issued  for  public  purpose  by  or  on  behalf  of  State  or  duly  organized 
political  subdivision  acting  by  constituted  authorities  duljr  empowered  to  issue 
such  obligations  are  obligations  of  a  State  or  political  subdivision  thereof.  (T.  D. 
2715;  May  20,  1918.) 

Term  "political  subdivision,  "as  usod  in  article  83  of  Regulations  No.  33,  reljiting 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  di\ision  of 
the  State  made  by  proper  authorities  thereof  acting  within  their  constitutional 
powcjs  for  purpose  of  carrying  out  portions  of  those  functions  of  State  whidi  by  long 
usage  and  inherent  necessities  of  Government  have  always  been  regarded  as  public; 
the  term  includes  8{)ecial  assessment  districts  so  created,  such  as  road,  water,  sewer, 
gas,  light,  reclamation,  drainage,  irrigation,  levee,  school,  harbor,  port  improvc- 
mont,  and  similar  districts  and  divisions  of  State.     (T.  D.  2715;  May  20,  1918.) 

Btate  obligations. 

T{itere3t  upon  obligations  of  State  or  any  political  subdivision  thereof  is  exempt; 
o'Dligations  issued  for  public  purpose*  by  or  in  behalf  of  State  or  duly  organized 
pjlitical  subdivision  acting  by  constituted  authorities  duly  empowered  to  issue 
siicli  obliijations  are  oblii?ations  of  a  State  or  political  subdivision  thereof.  (T.  D. 
2715;  May  20,  lt)18.) 

Time  of  accrual  of  income. 

It  is  evident  purpose  of  act  of  October  3,  1913,  to  refrain  from  taxing  income  that 
accrued  prior  to  March  1 ,  1913,  and  to  exclude  from  consideration  in  making  compu- 
tation of  taxable  income  for  given  year  any  income  that  accrued  in  the  preceding 
taxable  year.     (T.  D.  2730;  June  11,  19IS.    Ct.  Dec.) 

Undistributed  net  income. 

See  "Net  income Undistributed  net  income,**  post. 

Corporations,  joiut-stock  companies  and  associations,  and  insurance  companies 
which  are  exempt  under  the  provisions  of  section  11  (a)  of  the  act  of  September  8, 
191G.  from  tax  upon  total  not  income  are  not  taxable  upon  undistributed  net  income 
under  section  10  (!>)■    (T.  D.  2736;  June  18,  1918.) 

United  States  oblig^ations. 

Section  1200  of  the  act  of  October  3. 1917,  so  amends  section  4  of  the  act  of  Septem- 
ber 8, 1916,  as  to  exempt  interest  on  obligations  of  United  States  issued  after  Septem- 
ber 1 .  1917,  only  if  and  to  extent  proWded  in  act  authorising  their  issue;  income 
from  bonds  and  certificates  issued  under  the  act  of  September  24,  1917,  is  exempt 
from  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  corporations  by 
section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax  imposeci 
bv  3-ction  10  of  Title  I  of  the  act  of  September  8,  1916,  as  amended.  (T.  D.  2690; 
aft.  85.) 

ANTien  income  of  partneTshi]>  is  taxable  to  individual  partners,  as  under  present 
in(  ome-tax  law,  ea  ^h  partner  is  treated  as  ownw  of  proportionate  part  of  Liberty 
loan  bonds  held  by  partnership  -and  entitled  to  exemption  on  act'ount  of  swli 
ownership  as  if  such  partner  owned  such  proportionate  part  of  bonds  diret^tJ\'. 
(T.  D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
ext  ess-profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  loan  bonds  held 
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Exemptions  of  income — Continued. 

• United  States  obligations — Continued. 

by  it  and  entitled  to  exemption  from  taxes  tuaae&aed  upon  income  of  partnership  03 
such.     (T.  D.  2762;  Oct.  18, 1918.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  partnership 
income  such  partner,  if  partner  at  time  of  ordinal  sulwciiption  by  partnership 
for  bonds  ol  Fourth  Liberty  Loan,  is  treated  as  original  subscriber  for  propoiticmate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T.  D . 
27G2;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnecship  upon  pcurtnership  income  as  a  whole, 
such  partnership  is  original  subscriber  and  entitled  to  collateral  exemption  of 
interest  on  Libert v  1>ondB  of  previous  issues  on  account  of  such  original  subscription, 
for  bonds  of  Fourth  Liberty  Loan.     (T.  D.  2762;  Oct.  18,  1918.) 

Corporation  and  not  stockholders  is  regarded  as  owner  of  Liberty  loau  bonds 
held  oy  a  corporation  and  entitled  to  exemption  on  account  of  sucn  ownci'^^ip; 
when  bonds  of  Fourth  Livcrty  Loan  are  subscribed  for  by  corporation  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  ot"  interest 
on  bonds  of  previous  issues  on  account  of  such  original  subscription.  (T.  D.  2762; 
Oct.  18,  1918.) 

Circular,  issued  imder  date  of  April  23»  1919,  with  reference  to  tax  exemptions 
of  Liberty  bonds  and  Victory  notes,  published  for  information  of  internal-revenue 
officers  and  others  concerned.    (T.  D.  2836;  May  7,  1919.) 

For  purposes  of  additional  tax  exemption  for  Liberty  bonds  pranted  by  section 
2  (b)  of  the  Victory  Liberty  loan  act,  approved  March  3,  1919,  Victory  notes  of 
either  series  issued  upon  conversion  of  Victory  notes  of  the  other  series  which  were 
originally  subscribed  for  by  any  taxpayer  will  be  deemed  to  have  been  originally 
Bubecribed  for  by  such  taxpayer.    (T.  D.  2857;  June  7,  1919.) 

Interest  accrued  on  4f  per  cent  Victory  notes  at  date  of  conversion  by  taxpayer 
into  3i  per  cent  Victory  notes  will,  for  purposes  of  computing  net  income,  bo 
deemed  to  be  interest  on  4}  per  cent  Victory  notes,^  and  will  be  «&titled  only  to 
exemptions  from  taxation  to  which  interest  on  4}  p^  cent  Victory  notes  is  entitled; 
amoimts  rec»ved  by  taxpayer  from  United  States  by  way  of  adjuBtm«nt  of  accrued 
interest  upon  conver8i(m  of  4|  Victory  notes  will  be  dewaed  to  be  interest  on  4  J 
per  cent  Victory  notes.    (T.  D.  2866;  June  14,  1919.) 

All  interest  accrued  on  3f  per  cent  Victory  notes  at  date  of  any  conversion  by 
taxpayer  into  41  per  cent  Victory  notes  will,  for  purposes  of  computing  net  income, 
b^  deemed  to  be  interest  upon  3}  per  cent  Victory  notes,  and  will  be  entitled  to 
CSicmptions  from  taxation  to  which  interest  upon  3}  per  cent  Victory  notes  is  en- 
titled.   (T.  D.  2865;  June  14,  1919.) 

Forei^  corporatiocos — Source  within  United  States. 

Not  necessary  that  foreign  corporation  shall  be  ^ikgaged  in  busineas  in  this  country 
or  that  it  have  office,  branch  or  agency  in  United  States,  in  order  to  be  subject  to  tax 
impoeed  by  the  act  of  October  3,  1917;  liability  attaches  with  respect  to  income, 
source  of  which  is  in  United  States,  ''source"  being  used  here  as  meaning  place  of 
origin  ol  the  income.    (T.  D.  2690;  art.  66.) 

Taxable  income. 

Under  section  10  of  Title  I  ol  the  act  of  September  8, 1916,  as  amended,  tax  of  2 
per  cent  shall  be  levied,  as3o.s3od,  collected,  and  paid  anniially  upon  total  net  in- 
come received  in  preceding  calendar  year  from  all  sources  within  tne  United  States 
by  every  corporation,  joint-stock  companj^  or  association,  or  insurance  company, 
oiganized,  authorized,  or  existing  under  laws  of  any  foreign  country.  (T.  D.  2600; 
art.  64.) 

War  tax. 

Additional  tax  of  4  per  cent  on  net  income  imposed  by  the  act  of  October  3, 
1917,  shall  apply  to  foreign  corporations  in  same  manner  as  in  case  of  domestic 
corporations,  except  that  it  shall  apply  only  to  income  received  from  sources  within 
United  States.    (T.  D.  2690;  art.  65.) 

Gross  income — Accretions. 

Any  accretions  to  reserve  set  aside  out  of  profits  of  cemetery  company  as  a  "  main- 
tcDADce  fund  "  will  be  held  to  be  income,  and,  as  such,  must  be  returned  by  the 
corparstum.    (T.  D.  2690;  act.  71.) 
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Gross  income — Continued. 

Bad  debts  recovered. 

Bad  debts  or  accounts  chargwl  off  because  of  fart  that  they  were  deternained  to  bo 
worthless,  and  subsequently  recovered,  constitute  income  for  year  in  which  recov- 
ered, regardless  of  date  when  amounts  were  charged  off;  neither  date  at  which  debt 
was  charged  off  nor  fact  that  it  was  or  was  not  deducted  from  gross  income  in  return 
made  will  in  anv  way  affect  its  character  as  income  of  year  in  which  recovered. 
(T.  D.  2600;  art."llO.) 

• Banks,  etc. 

Gross  income  of  banks  and  other  financial  institutions  consistB  of  the  total  revenue 
received  within  the  year  for  which  return  is  made  from  operation  of  businese,  in- 
cluding income,  gains,  or  protits,  from  sale  of  capital  assets  and  from  all  other  sources 
in  cases  where  securities  or  other  assets,  real,  personal,  or  mixed,  acquired  prior 
t4)  March  1, 1913,  are  disposed  of  during  year,  gain  or  loss  thereon  will  be  oased  upon 
diircrciice  between  price  at  which  disposed  of  and  fair  market  price  or  value  of  such 
a«h»'ts  as  of  March  1, 1913,  or  difference  between  price  at  whicn  disposed  of  and  the 
tuL-t  if  acquired  subsequent  to  that  date.     (T.  D.  2G90;  art.  90.) 

— -  Cessation  of  business. 

Fact  that  corporation  has  ceased  to  engage  in  business  for  which  it  was  originally 
organized  will  not  relieve  it  from  liability  to  income  tax;  if  it  has  or  may  have  in- 
come directly  or  indirectly  from  any  source  it  must  make  return,  account  for  all 
such  income,  and  pay  any  tax  assessable  on  such  income.     (T.  D.  2690;  art.  102.) 

■ Contracting  corporations. 

Contracting  corporations  which  have  numerous  uncompleted  contracts,  which 
in  some  cases  run  for  period  of  several  years,  will  ascertain  gross  income  on  basis 
of  completed  work— that  is,  on  jobs  which  have  been  tinally  completed,  and  any  and 
all  moneys  received  in  payment  for  completed  jobs  will  be  returned  as  income  for 
year  in  which  work  was  completed.    (T.  D.  2690;  art.  121.) 

In  the  case  of  corporations  engs^ed  in  contracting  operations  and  which  have 
numerous  uncompleted  contracts,  which  in  some  cases  run  for  periods  of  years, 
percentage  of  profit  from  contract  may  be  estimated  on  basis  of  percentage  of  com- 
pletion and  payments  made  thereon,  m  which  case  income  to  be  returned  each  year 
during  performance  of  contract  will  be  computed  upon  basis  of  expenses  incurred  on 
such  contract  during  the  year;  all  under  or  over  statements  of  income  to  be  adjusted 
upon  completion  of  contract  and  return  made  accordingly;  where  contracts  are 
fully  performed  in  one  year,  income  resulting  from  performance  shall  be  returned  for 
year  in  which  actually  earned  and  determined.    (T.  D.  2690;  art.  121.) 

Damages  recovered. 

When  corporation  as  result  of  suit  or  otherwise  secures  payment  for  damages  which 
it  may  have  sustained,  and  amount  of  such  payment  is  in  excess  of  an  amount  neces- 
sary to  make  good  the  damage  or  damaged  property,  amount  of  such  excess  shall  be 
considered  and  returned  as  income  for  year  m  which  received ;  if  entire  or  estimated 
amount  of  damage  shall  have  been  previously  charged  off  and  deducted  from  groea 
income,  then  amount  recovered  shall  be  returned  as  income;  if  amount  recovered 
is  less  than  damage  sustained,  or  less  than  amount  necessary  to  make  good  the 
damage,  difference  between  actual  amount  of  damage  sustained  and  amount  re- 
covered will  be  deductible  as  a  loss.    (T.  D.  2690;  art.  94.) 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  prop- 
erty which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess 
of  amount  received  by  owner  as  compensation  for  property  over  value  thereof  on 
March  1,  1913,  or  over  its  cost  if  it  was  acquired  after  that  date,  except  so  far  as 
actually  used  for  replacement  of  property  in  kind,  is  subject  to  income  and  war 
income  taxes.    (T.  D.  2706;  Apr.  25,  1918.) 

Keplacement  fund. 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses 
or  lost  or  destroyed  through  war  hazards  may  be  to  use  entire  amount  received  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may  not 
l>e  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
payer may  establish  '*  replacement  fund, "  in  which  entire  amount  of  compensation 
shall  be  held,  and  pending  disposition  thereof,  accounting  for  gain  or  loss  may  be 
deferred  for  reasonable  time,  to  be  determined  by  Commissioner  of  Internal  Jiev- 
enue.    (T.  D.  2706;  Apr.  25,  1918.) 
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Gross  income — Continued. 

Damages  recovered — Continued. 

Beplacement  fund— Continued. 

Where  property  requisitioned,  lost,  or  damaged  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may,  sub- 
ject to  approval  of  Commissioner,  be  amount  of  compensation  received,  less  amount, 
if  any,  which  becomes  payable  out  of  such  compensation  under  terms  of  such  instru- 
ment or  obligations  thei-eby  secured;  in  such  case  taxpayer  should  apply  to  com- 
missioner for  permission  to  establish  such  fund,  reciting  in  his  application  all  facts 
relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to 
replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security  or 
make  deposit;  when  replacement  or  restoration  is  made,  new  or  restored  property 
shall  not  be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  wnicn  the 
requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
2706;  Apr.  25,  1918.) 

Forms  of  application  for  pennission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.     (T.  D.  2733;  June  17,  1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 
cates of  authority  from  Secretary  of  Treasury  as  acceptable  sureties  on  Federal  bonds 
will  be  approved  as  sureties  or  depositaries  under  Schedules  B  and  C  of  Form  1114, 
prescribed  by  T.  D.  2733,  on  application  for  establishment  of  replacement  fund  in 
case  of  property  requisitioned  for  war  uses  or  lost  or  destroyed  in  whole  or  in  part 
through  war  hazards,  as  permitted  by  T.  D.  2706.     (T.  D.  2755;  Aug.  26,  1918.) 

Definition. 

Gross  income  embraces  not  only  operating  revenues  but  also  income,  gains,  or 
profits  from  all  other  sources,  such  as  rentals,  royalties,  interest,  and  divideqda 
from  stock  owned  in  other  corporations;  also  profit-s  made  in  other  corporations; 
also  profits  made  from  sale  of  assets,  investments,  etc.    (T.  D.  2690;  art.  88.) 

Discounts. 

Where  banks  or  other  corporations  loan  money  by  discounting  bills  or  notes,  one 
of  two  methods  shall  be  used  in  determining  amount  of  discount  to  be  reported  as 
income,  namely,  (1)  if  bank  or  corporation  makes  practice  of  crediting  discount 
directly  to  "discount  account"  or  to  profit  and  loss,  total  amount  thus  credited 
during  year  shall  be  considered  income,  regardless  of  fact  that  portion  may  repre- 
sent discount  paid  in  advance;  (2)  if  bank  or  corporation  follows  practice  of  crediting 
discount  to  "unearned  discount  account,''  and  later,  as  discount  becomes  earned^ 
debits  unearned  account  and  credits  "earned  discount  account"  with  amount  so 
earned,  total  amount  credited  to  "earned  discount  account"  during  year  shall  be 
considered  income.    (T.  D.  2690;  art.  114.) 

' Dividends. 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corpora- 
tions, includes  income  derived  from  dividends  on  capital  stock  or  from  net  earnings 
of  resident  corporations,  joint-stock  companies  or  associations,  or  insurance  com- 
panies, subject  to  tax  under  Title  I  of  the  act  of  September  8,  1916,  as  amended  by 
the  act  of  October  3,  1917.    (T.  D.  2690;  art.  89.) 

Corporation  must  include  in  income  dividends  on  stock  and  interest  on  bonds  or 
other  interest-bearing  obligations  received  from  other  corporations;  such  dividends 
are,  however,  not  subject  to  war  income  tax  of  4  per  cent.    (T.  D.  2690;  art.  105.) 

Term  "dividends"  held  to  mean  any  distribution  made  or  ordered  to  be  made 
by  a  corporation,  joint-stock  company  or  association,  or  insurance  company,  out  of 
its  earnings  or  profits  accrued  since  March  1,  1913,  and  payable  to  its  shareholders 
whether  in  cash  or  in  stock  of  the  corporation,  joint-stock  company  or  association, 
or  insurance  company,  which  stock  dividend  shall  be  considered  income,  to  amount 
of  earnings  or  profits  so  distributed.    (T.  D.  2690;  art.  106.) 

Any  distribution  made  to  shareholders  in  the  year  1917  or  subsequent  years 
(except  any  distribution  of  dividends  made  prior  to  August  6, 1917,  out  of  earnings 
or  profits  accrued  prior  to  Mar.  1,  1913)  shall  be  deemed  to  be  made  from  most 
recently-accumulated  undivided  or  surplus  profits,  and  shall  constitute  income  of 
distributee  for  year  in  which  received,  and  shall  be  taxed  at  rates  prescribed  by 
law  for  years  in  which  such  surplus  or  profits  were  earned  by  distributing  corpora- 
tions. (T.  D.  2690;  art;  107.)  See  ak)  T.  D.  2659,  Feb.  28,  1918,  and  T.  D.  2734, 
June  7,  1918. 


Digitized  by  VjOOQ IC 


314  INCOME  TAXES    (CORPORATIONS). 

GrcsB  income — Continued. 

Donations  of  capital  stock. 

Where,  to  enable  corporation  to  secure  working  capital,  or  for  any  other  purpose, 
stockholders  donate  or  return  to  corporation  to  be  resold  by  it,  certain  shares  of  stock 
of  company  previously  issued  to  them,  reeale  will  be  considered  a  capital  transac- 
tion and  proceeds  will  be  treated  as  capital  and  will  not  constitute  income  to  the 
corporation.    (T.  D.  2690;  art.  99.) 

- — r-  Bzcess  value. 

Where  corporation  acquires  property  prior  to  March  1, 1913,  for  mere  nominal  sum 
and  which  had,  as  of  March  1,  1913,  a  value  greatly  in  excess  of  such  sum,  careful 
estimate  of  fair  market  value  as  of  March  1, 1913,  may  be  set  up  sa  capital  invested, 
and  if  property  is  thereafter  disposed  of  at  price  in  excess  of  such  market  value,  ox- 
coss  will  be  treated  a»  income  to  be  accounted  for  in  return  of  annual  net  income  of 
year  in  which  property  is  sold;  value  so  fixed  subject  to  approval  of  Commissioner 
of  Internal  Revenue;  where  property  was  acquired  subsequent  to  March  1,  1913, 
amount  for  which  later  sold  or  disposed  of  in  excess  of  cost  pri^e  will  constitute  in- 
conu^  for  year  in  which  property  was  disposed  of.    (T.  D.  2690;  art.  1 12.) 

Exchange  of  property  for  stock. 

^licre  property  was  taken  over  in  exchange  for  capital  stock  at  par  value  in  excess 
of  fair  market  value  of  property,  and  such  property  later  sold,  necessary  to  ascertain 
as  nearly  as  possible  fair  market  value  of  property  at  time  taken  over  sis  of  l^iarch  1 , 
1913,  if  acQuired  before  that  date,  and  any  excess  over  this  ascertained  fair  market 
value  will  be  held  to  be  profit  or  income  for  year  in  which  sale  was  made.  (T.  1). 
2690;  art.  111.) 

Exchange  of  stock. 

Where  corporation  acquires  from  stockholders  stock  of  another  corporation,  givin<; 
in  exchange  therefor  its  own  stock,  transaction  is  one  by  which  ccHrporation  acquiring; 
stock  becomes  sole  stockholder  of  other  corporation,  and  no  inccxne  accrues  to  cor- 
poration whose  stock  is  thus  acquired;  neither  will  any  income  accrue  to  this  cor- 
poration if  later  the  holding  corporation  should  cause  assets  of  underlying  company 
to  be  tianalerred  to  it  for  mere  nominal  consideration.    (T.  D.  2690;  art.  124.) 

^—  Farxnuig  corporations. 

Corporations  engaged  in  operating  plantations,  ranches,  stock  faums,  poultry  farms, 
and  lands  used  ior  raising  fruit,  truck ,  etc.,  including  orchards  of  all  kinds,  shall 
make  their  returns  on  the  basis  of  the  products  actually  marketed  and  sold  during 
the  year,  whether  such  products  were  produced  or  purchased,  and  resold.  (T.  D. 
2690;  art.  123.    See  T.  D.  2665;  .Mar.  8,  1918.) 

^—  Installment  sales  of  property. 

Where  corporation  sells  property  on  installment  plan,  title  passing  at  time  of  sale, 
gain  to  be  returned  a^  income  for  year  in  which  sale  was  made,  will  be  excess  of  con- 
tract price  over  fair  market  price  or  value  as  of  March  1,  1913,  if  property  was  ac- 
Suired  prior  to  that  date,  or  of  contract  price  over  cost  if  acquired  suosequent  to  that 
ate.    (T.  D.  2690;  art.  116.) 

Corporation  selling  merchandise  in  installment  basis,  title  passing  to  vendee  at 
time  of  sale,  will  treat  such  contracts  as  account*?  receivable  and  as  sfles  during  the 
year  at  their  face  value,  accounting  for  as  income  the  difference  between  the  cost  and 
sales  price.    (T.  D.  21590;  art.  120.) 

In  all  cases  where  inventories  are  taken  for  purpose  of  ascertaining  gain  or  loss  re- 
sulting from  business  of  the  year,  inventories  must  be  taken  in  accordance  with  in- 
BrructiooB  to  be  included  in  special  regulations  furnished  upon  application  to  col- 
lector of  internal  revenue.     (T.  D.  2690;  art.  120.) 

In  sale  or  contract  for  sale  of  personal  i)roperty  on  installment  plan,  whether  or  not 
title  remains  in  vendor  until  property  is  lulh'  paid  for,  income  to  he  returned  by 
vendor  will  be  that  proportion  of  each  installment  which  gross  profit  to  be  realize! 
when  property  is  paid  for  bears  to  gTo«  contract  price;  if,  for  any  reason,  vendee 
defoults  and  vendor  repossesses  property,  entire  amount  received  on  installment 
payments,  less  profit  originally  returned,  will  be  income  to  vendor  to  be  so  returned, 
for  year  in  which  property  was  repossessed.    (T.  D.  2707;  Apr.  25,  1918.) 

Insurance  companies. 

Gross  income  consists  of  total  revenue  derived  from  operation  of  buBiness,  in- 
cludingr  income,  gains,  or  profits  from  all  other  sources  within  calendar  vear  for  which 
return  is  made,  except  as  modified  by  special  provisions  of  law  whicn  apply  to  in- 
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Gross  income — Continued. 

Insurance  companies — Continued. 

BUiaace  cempanios;  gross  incoxEc  will  include  net  premiums,  investment  income, 
income  from  sale  of  capital  assets,  all  gains,  profits,  and  income  as  reported  to  State 
insurance  departments,  except  items  specifically  exempted  in  the  act  as  construed 
by  Regulations  No.  33.    (T.  D.  2690;  art.  239.) 

All  policy  premiums,  on  which  net  addition  to  reserve  is  computed,  must  be  in- 
chidea  in  gross  income  of  insurance  companies  other  than  mutuals,  but  including; 
mutual  life  and  mutual  marine;  net  addition  may  be  based  upon  highest  authorized 
reserve  by  statutes  of  any  State  in  which  company  does  business;  when  reeej-ve  at 
end  of  year  is  less  than  at  beginning,  there  is  a  "released  reserve,"  and  amount  so 
released  must  be  included  in  gross  income;  in  case  of  assessment  insurance  com- 
panies, whether  domestic  or  foreign,  actual  deposits  of  sums  with  State  or  Terri- 
torial olicers,  pursuant  to  law,  as  additions  to  guaranty  or  reserve  funds,  diall  be 
treated  as  being  payments  required  by  law  to  reserve  funds;  in  case  of  life  insurance 
companies  net  addition  to  "reinsurance  reserve"  and  "reserve  for  supplementary 
contracts, ' '  and  in  case  of  fire,  marine,  accident,  liability,  and  other  insurance  com- 
panies, net  addition  to  "unearned-premium  resei*ves,"  and  only  such  other  reserves 
as  are  specifically  required  by  State  statutes  will  be  allowed  as  deductions.  (T.  1). 
2690;  art.  240.) 

Life  insurance  companies  may  exclude  from  [jrass  income  any  part  of  premiums 
received  which  is  paid  back  to  indi\'idual  policyholder  within  same  return  year; 
where  dividend  is  in  excess  of  premium  received,  there  can  be  excluded  only 
amount  of  premium  received  from  such  individual  policy  holder  within  Pame  return 
year.    (T.  D.  2690;  art.  241.) 

IM vends  provisionally  ascertained,  apportioned,  or  credited  on  deferred  dividend 
policies  can  not  be  excluded  or  deducted  for  reason  that  assured  has  no  vested  or 
enforceable  ripiht  in  them  and  can  not,  at  time  of  ascertainment,  apportionment  or 
credit,  nor  until  maturity  of  policy,  avail  himself  of  such  dividends;  and  in  event 
of  death  of  assured  prior  to  expiration  of  deferred  dividend  payment,  amotmt  so 
ascertained,  apportioned,  or  credited,  lapses.    (T.  D.  2690;  art.  241.) 

Life  insurance  companies  may  omit  from  gross  income  siich  portion  of  any  actual 
premium  receivetl  from  any  individual  policyholder  as  shall  have  been  paidback  or 
credited  to  policyholder  or  treated  as  an  abatement  of  hie  premium;  amount  au- 
thorized to  be  excluded  from  gross  premium  income  on  account  of  any  premium  re- 
funded to  individiial  poHcyholder  is  expheitly  limited  to  tax  amount  not  in  excess 
of  actual  premium  paid  by  individual  policyholder  within  tax  year.  (T.  D.  2690; 
art.  241.) 

Gross  income  of  life  insurance  companiee  should  include  surrender  values  applied 
in  any  manner,  consideration  for  supplementary  contmcte  involving  life  contiiigen- 
ciee,  and  all  other  income,  gains,  or  profits;  applied  surrender  values  and  consioera- 
tion  for  supplementary  contract,  not  involving;  life  contingendee  included  in  in- 
come will  be  deducted  as  payments  under  policy  contracts;  but  for  convenienc  in 
verifying  returns  these  items  should  appear  in  return  in  both  gross  income  and  de- 
ductions.   (T.  D.  2690;  art.  241.) 

Gross  income  consists  of  total  revenue  derived  from  operation  of  business,  but 
excluding  aU  income  received  from  premiums,  assesBments,  lees,  and  other  amounts 
ftfdd  by  policyholders  necessary  to  secure  or  continue  policies  in  force;  where  uor- 
tion  of  funds  thus  received  is  retained  or  finally  used  for  any  purpose  other  tiian 
payment  of  losses,  expenses,  ix  reinsurance  reserves,  such  portion  is  taxable  and 
must  be  returned  as  iucome.    (T.  D.  2690;  art.  242.) 

It  is  of  the  essence  of  mutual  insurance  that  excess  in  premium  over  actual  cost 
as  later  ascertained  shall  be  returned  to  the  policyholder.  (T.  D.  3046;  Julv  10, 
1920.    Ct.  Dec.) 

Section  II  G  (b)  of  the  act  of  October  3,  1913,  excludes  from  gross  income  those 
premium  receipts  which  are  actually  or  in  effect  paid  by  applying  dividends.  (T. 
D.  3046;  July  19,  1920.    Ct.  Dec.) 

Congress  used  the  words  "shall  not  include"  (Sec.  11  G  (b),  act  October  3,  1913), 
as  applied  to  the  anmiallv  ascertained  ovcrj^ayments  of  premium  paid  back  or 
credited  to  the  policyholder  because  it  eliminated  them  from  the  aggregate  of 
taxable  premiums  as  being  the  equi\Tilent  of  abatement  of  premiums.  (T.  D. 
3046;  July  19,  1920.    Ct.  Dec.) 

The  noninclusion  clause  in  Section  IT  G  (b)  of  act  of  October  3,  1913.  was  framed 
to  define  what  amounts  involved  in  dividendB  should  be  "nonincluded"  or  de- 
ducted, and  thus  to  prevent  any  controversy  aiising  over  the  questions  which  had 
been  raised  under  the  act  of  August  5, 1909.    (T.  D.  3046;  July  19,  1920.    Ct.  Dec.) 
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Gross  income — Continued. 

Insurance  companies — Continued. 

Congress  has  acted  with  entire  consistency  in  laying  down  the  rule  by  which  in 
computing  gross  earnings  certain  amounts  only  are  excluded.  The  pnnciple  ap- 
plied is  that  of  basing  the  taxation  on  receipts  of  net  premiums,  instead  of  on  gross 
premiums.  The  amount  equal  to  the  aggregate  of  certain  dividends  is  excluded, 
although  they  are  dividends,  because  by  reasoti  of  their  application  the  net  pre- 
mium receipts  of  the  tax  year  are  to  that  extent  less.  (T.  D.  3046;  July  19,  1920. 
Ot.  Dec.) 

Fraternal  life  insurance  has  been  exempted  from  all  income  taxation  because, 
as  originally  devised,  it  had  in  it  only  the  element  of  protection.  The  premiums 
paid  by  the  member  were  supposed  to  be  sufficient,  and  only  sufficient,  to  pay  the 
losses  which  fell  within  the  current  year.     (T.  D.  3046;  July  19,  1920.    Ct.  Dec.) 

The  dividend  of  a  life  insurance  company  is  made  possible  because  the  amounts 
paid  in  as  premium  have  earned  more  than  it  was  assumed  that  they  would  when 
the  policy  contract  was  made,  or  because  the  expense  of  conducting  the  business 
was  less  than  it  was  then  assumed  it  would  be,  or  because  the  mortality — that  is, 
the  deaths  in  the  class  to  which  the  policyholder  belongs— proved  to  be  less  than 
had  been  assumed  in  fixing  the  premium  rate.     (T.  D.  3046 ;  July  19, 1920.    Ct.  Dec. ) 

After  a  policy  is  paid  up  the  element  of  investment  predominates  and  Congress 
might  reasonably  regard  the  dividends  substantially  as  profit  on  the  investment. 
(T.  D.  3046;  July  19,  1920.     Ct.  Dec.) 

In  the  cas3  of  a  deferred  dividend  policy  the  dividend  represents  in  part  what 
clearly  could  not  be  regarded  as  a  repayment  of  excess  premium  of  the  policy- 
holder receiving  the  dividend,  for  the  '* share  of  the  forfeiture"  which  he  receives 
is  the  share  of  the  redundancy  in  premium  of  other  policyholders  who  did  not  per- 
sist in  premium  payments  to  the  end  of  the  contract  period.  (T.  D.  3046;  July  19, 
.   1920.     Ct.  Dec.) 

Congress  exempted  certain  cooperative  enterprises  from  all  income  taxation,  but, 
with  the  exception  of  fraternal  beneficiary  societies,  it  imposed  in  express  terms 
such  taxation  upon  "every  insurance  company."  (T.  D.  3046;  July  19,  1920. 
Ct.  De^.) 

The  participating  policies  commonly  issued  by  stock  life  insurance  companies 
are,  both  in  rights  conferred  and  in  financial  results,  substantially  the  same  as  the 
policies  issued  by  purely  mutual  life  insurance  companies.  (T.  D.  3046;  July  19, 
1920.    Ct.  Dec.) 

Under  paragraph  G,  subdivision  (b),  Ssction  II,  act  of  October  3,  1913,  life  in- 
surance company  is  not  entitled  to  exclude  from  total  income  during  taxable  year, 
for  purpose  of  ascertaining  gross  income,  any  dividends  paid  or  credited  to  policy- 
holders from  whom  it  did  not  receive  any  premium  diu-ing  that  year;  as  to  policy- 
holders from  whom  it  did  receive  premiums  it  is  entitled  to  exclude  only  such  part 
of  dividends  paid  as  did  not  exceed  amount  received  from  them,  respectively,  by 
way  of  premiums  diuing  that  year.    (T.  D.  2899;  July  24,  1919.    Ct.  Dec.) 

The  premium  receipts  of  "every  insurance  company*'  bv  whatever  name  they 
are  called  are,  unless  specifically  exempted  by  the  terms  of  the  taxing  statutes  in 
question,  a  part  of  such  company  ^s gross  income.    (T.  D.  3078;  Oct.  13, 1920,  Ct.  Dec.) 

Premium  deposits  made  in  advance  by  members  of  a  mutual  insurance  company 
to  rover  estimated  losses  and  expenses  are,  so  lon^  as  the  payment  thereof  consti- 
tutes the  consideration  for  contract  of  insurance,  insurance  premiums  constituting 
gro88  income  of  the  company.    (T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Moneys  received  by  way  of  interest  upon  bank  balances  and  from  investment  of 
such  portion  of  premium  deposits  as  are  not  currently  required  for  the  payment  of 
losses  and  expenses  are  profits  earned  by  an  insurance  company  subject  to  tax. 
(T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Foreign  companies. 

Insurance  companies  organized,  authorized,  or  existing  under  laws  of  any  foreign 
Government  shall  report  as  gross  income  gross  amount  received  within  year  from  all 
sources  within  United  States  or  its  possessions;  income  from  business  transacted Isy 
United  States  branch  or  ajgency  of  foreign  company  which  relates  to  foreign  country, 
must  be  returned  as  gross  income ;  otherwise  articles  of  Regulations  No.  33,  wplicable 
to  insurance  companies  in  general,  will  be  followed  as  to  income  and  deductions; 
companies  not  transacting  insurance  business  in  United  States  or  its  possessions,  but 
receiving  income  from  investments  therein,  must  make  returns  of  such  income,  de- 
ducting therefrom  amount  of  such  income  withheld  at  source.  (T,  D.  2690:  art. 
244.) 
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Orofltf  income — Continued. 

Interest. 

Gross  income  from  BOurces  within  United  States,  as  applied  to  fore^n  corpora- 
tions, includes  interest  received  on  bonds,  notes,  or  other  interest-bearing  obliga- 
tions of  residents,  corporate  or  otherwise.    (T.  D.  2690;  art.  89.) 

Interest  received  on  all  United  States  bonds  and  certificates  exempt  from  normal 
income  tax  need  not  be  included  in  gross  income  in  return  made  for  purpose  of  tho 
2  per  cent  tax  or  the  4  per  cent  tax,  but  interest  on  bonds  and  certificates  issued 
under  the  act  of  September  24,  1917,  in  excess  of  interest  on  $5,000  abrogate  prin- 
cipal amount  of  such  bonds  and  certificates  must  be  included  in  net  income  upon 
which  war  excess-profits  tax  is  computed.     (T.  D.  2690;  art.  100.) 

(corporation  must  include  in  income  dividends  on  stock  and  interest  on  bonds  or 
other  interest-bearing  obligations  received  from  other  corporations;  such  dividends 
are,  however,  not  suoject  to  war  income  tax  of  4  per  cent.  (T.  D.  2690;  art.  105.) 
Interest  received  on  bonds  held,  whether  guaranteed  to  be  tax-free  or  not,  must 
be  included  in  income  and  must  be  accounted  for  in  return  of  annual  net  income; 
matter  of  complying  with  covenant  of  bond  is  matter  to  be  adjusted  between  debtor 
corporation  and  the  bondholder.    (T.  D.  2690;  art.  122.) 

Leased  properties. 

Fact  that  corporation  has  conveyed  or  let  its  property  will  not  relieve  it  from 
liability  to  tax;  if  it  has  or  may  have  income  directly  of  indirectly  from  any  source 
it  must  make  return,  account  for  all  such  income,  and  pay  tax  assessable  thereon. 
(T.  D.  2690;  art.  102.) 

Where  corporation  leases  property  in  consideration  that  lessee  pay  in  lieu  of 
rental  an  amount  equivalent  to  certain  rate  of  dividend  on  capital  stoclc  or  interest 
on  outstanding  indebtedness,  togerher  with  fixed  charges,  such  payments  shall  be 
considered  rental  payments  and  shall  be  returned  by  the  lessor  corporation  as 
income,  notwithstanding  fact  that  dividend  and  interest  are  paid  by  lessee  direct 
to  stockholders  and  bondholders  of  lessor.    (T.  D.  2690;  art.  102.) 

Manufacturing  corporatioxis. 

Gross  income  for  purposes  of  returns  of  manufacturing  companies  shall  consist  of 

.  total  sales  plus  inventory  at  end  of  year,  less  sum  of  cost  of  goods  or  materials  pur- 
chased during  year  ana  inventory  at  beginning  of  year;  to  gross  manufacturing 
income  should  be  added  the  income,  including  dividends,  received  from  other 
corporations  and  gains  or  profits  from  all  sources.    (T.  D.  2690;  art.  91.) 

Mercantile  corporations. 

Gross  income  of  mercantile  companies,  for  purpose  of  returns,  shall  consist  of  total 
sales  plus  inventory  at  end  of  year,  leas  sum  of  cost  of  goods  purchased  during  year 
and  inventor}^  at  beginning  of  year;  to  amoun^i  of  income  thus  ascertained  Bno^ld 
be  added  the  income,  gains,  or  profits  derived  from  all  other  sources;  all  sales  made 
during  year,  whether  compensated  for  by  accounts  receivable,  bills  receivable, 
cash,  or  other  property  at  a  determined  cash  value,  must  be  included  in  gross  income 
of  year  in  which  sales  were  made.  (T.  D.  2690;  art.  92.)  Modified  by  T.  D.  2649 
and  T.  D.  2744,  so  that  returns  may  be  made  on  basis  of  inventories  taken  at  cost 
or  market  value,  whichever  is  lower. 

-: —  Miscellaneous  corporations. 

Gross  income  of  miscellaneous  corporations  consists  of  total  revenue  derived 
from  operation  and  management  of  business  and  property  of  corporation  making  re- 
turn, together  with  all  amounts  of  income,  including  the  income,  gains  or  profits 
from  all  other  sources,  including  dividends  received.    (T.  D.  2690;  art.93.) 

—  Operating  corporation  controlled  by  stock  ownership. 

If  leased  or  purchased  line  keeps  separate  books  of  account,  or  income  is  or  can 
be  segregated,  or  if  lessee  or  operating  company  pays  it  a  certain  rental,  or  in  lieu  of 
/entai  pays  certain  per  cent  of  di\adend8  on  its  stock,  interest  on  its  bonds,  taxes, 
etc.,  lessor  will  return  same  as  its  income,  and  lessee  or  operating  company  will 
make  its  return  as  though  it  were  in  no  way  related  to  leased  line.  (T.  D.  2690; 
art.  125.) 

Railroad  company  operating  leased  or  purchased  lines  ais  integral  part  of  its  line 
or  system,  and  keeping  no  separate  books  of  account  as  to  such  leased  or  purchased 
line,  income  from  operation  of  which  can  not  be  segregated,  shall  include  in  its  in- 
come all  receipts  derived  therefrom.  (T.  D.  2690;  art.  125.)  See  T.  D.  2662;  Mar, 
6, 1918. 
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Gross  income — Continued. 

Orchard  development  expenses. 

Amounts  expended  in  development  of  orchards  prior  to  time  when  productive 
stage  is  reachea,  constitute  investments  of  capital.    (T.  D.  2690;  art.  4.) 

• — ■-  Patents— Sales. 

Corporation  disposing  of  patents  by  sale  should  determine  profit  or  loss  arising 
therefrom  by  computing  dinoreaco  biet^reen  scUing  price  and  the  cost  or  value  as 
of  March  1,  1913,  if  acquired  before  that  date;  apparent  profit  or  loss  should  be 
increased  or  decreased,  as  case  may  be,  by  amounts  deducted  since  March  1,  1913, 
as  return  of  capital  invested  in  such  patents.    (T.  D.  2690;  art.  109.) 

Purchase  of  assets  of  other  corporation. 

Where  one  corporation  buys  assets  of  another  and  issues  direct  to  selling  com- 

Eany  its  own  capital  stock  in  payment  for  such  assets,  transaction  will  be  trcatod 
y  8?llinpj  company  as  sale  of  itsassots,  and  question  as  to  whether  profit  or  loss  results 
will  depend  on  whether  or  not  value  of  stock  taken  in  payment  is  in  excess  of  f?-ir 
market  price  or  value  as  of  March  1,  IQIS,  of  assets  sold,  or  of  their  cost  accordingly 
as  they  were  acquired  by  the  selling  company  prior  or  subseouent  to  that  date;  if 
value  of  stock  is  so  in  excess,  amount  of  excess  will  be  taxable  income  for  year  in 
which  assets  were  sold;  if  purchasing  corporation  takes  over  all  assets  and  assumes 
liabilities,  amount  so  assumed  will  be  considered  payment  of  purchase  price,  and 
to  extent  that  entire  price  exceeds  cost  or  value,  as  of  March  1, 1913,  as  case  may  be, 
of  assets,  income  will  accrue  to  selling  company.     (T.  D.  2690;  art.  124.) 

- —  Becords. 

True  and  accurate  record  of  all  income  received,  as  well  as  all  disbursements  or 
charges  against  income,  should  be  kept,  in  order  that  it  may  be  identified  and 
verified  by  the  internal-revenue  officer,  if  an  examination  of  the  books  should  be 
deemed  aa\i8able.    (T.  D.  2690;  art.  88.) 

Beutals. 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corpora- 
tions, includes  income  from  rentals.     (T.  D.  2690;  art.  89.) 

Boyalties. 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corpora- 
tions, includes  income  from  royalties  from  business  transacted  or  capital  invested 
in  the  United  States.    (T.  D.  2690;  art.  89.) 

Royalties  received  in  accordance  with  contract  by  which  corporation  has  a»rigned 
patent  rights  to  manufacture  macliines,  etc.,  are  income  and  should  be  so  accoimted 
for.     (T.  D.  2690;  art.  113.) 

Sale  of  capital  assets,  etc. 

Provision  of  section  10  of  Title  II  of  the  act  of  September  8,  1916,  as  amended  by 
act  of  October  3,  1917,  contemplates  that  all  gain  realized  and  ascertained  as  pro- 
vided in  such  section,  in  cash  or  its  equivalent,  upon  sale  or  disposition  of  capital 
assets,  shall  be  returned  as  gross  income;  in  case  of  property  acqiured  subsequent 
to  Marrli  1,  1913,  and  later  sold  or  disposed  of,  difference  between  cost  and  selling 
price  will  be  returned  as  income  for  year  in  which  sale  is  made.  (T.  D.  2690;  art. 
116.) 

Where  corporation  sells  property  on  installment  plan,  title  passing  at  time  of  sale, 
gaiii  to  bo  returned  as  income  for  year  in  which  sale  was  made,  will  be  excess  of  con- 
tract price  over  fair  market  price  or  value  as  of  March  1,  1913,  if  property  was  ac- 
quirod  prior  to  that  date,  or  of  contract  price  over  cost  if  acquired  subsequent  to 
that  dato.     (T.  D.  2690;  art.  116.) 

Where  corporation  sMls  its  capital  assets  in  whole  or  in  part,  it  will  include  in  its 
gr«  S8  income  for  year  in  which  sale  was  made  an  amount  equivalent  to  excess  of  sale«i 
price  over  fair  market  price  or  value  of  such  assets  as  of  A^rch  1,  1913,  if  acquired 
prior  to  that  date,  or  over  cost  if  acquired  subsequent  to  that  date;  if  purchase  price 
13  paid  with  stock  issued  by  purchasing  company,  purchase  price  wUl  be  tlio 
actual  value  at  time  of  the  stock  issued  in  payment  of  such  assets.  (T.  D.  26^0; 
art.  101.) 

In  determining  profits  realized  or  loss  sustained  upon  sale  of  capital  assets  by  one 
corporation  to  another,  payment  therefor  being  made  in  stocks  or  bonds  of  pur- 
chaser, profit  or  loss,  as  case  may  be,  from  such  sale  will  be  ascertained  upon  basis 
of  difference    between   cost  of    such   assets  to  the  seller  in  case  they  were 
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acquired  subsequent  to  March  1,  1913,  or  fair  market  value  as  of  March  1,  1913,  if 
acquired  prior  to  that  date,  and  fair  cash  ^'alue  of  stock  or  bonds  at  time  sale  was 
ruade.    (T.  D.  2690;  art.  118.) 

Proceeds  from  sale  of  capital  stock,  i^ether  in  excess  of  or  less  than  par  vahio 
of  stock  subscribed  for  and  issued ^  constitute  capital  of  the  company;  it  stock  is 
sold  at  premium,  premium  la  not  income;  if  sold  at  discount,  amount  of  discount 
is  not  a  loss  deductible  from  operating  income.    (T.  D.  2690;  art.  97.) 

Stock  trust  certificates. 

Stock  trust  certificates  or  leased  line  certificates,  as  case  may  be,  issued  by  lessee 
for  purpose  of  securing  or  holding  control  of  stock  of  lessor  are  held  to  be  issued  in 
lieu  of  certificates  of  capital  stock,  and  they  will  be  treated  ab  capital  stock  and 
amounts  received  by  holders  are  dividends  to  them,  to  be  treatea  as  rentals  by 
both  leasee  and  lessor  and  constitute  allowable  deduction  in  one  ca^e  and  item  of 
income  in  other,  accordingly  as  they  are  paid  and  received.    (T.  D.  2690;  art.  101.) 

Stockholders'  sale  of  rights. 

Where  corporations,  desiring  to  secure  additional  capital,  propose  to  issue  and 
sell  further  snares  of  stock,  reserving  to  stockholders  right  to  subscribe  for  a  certain 
number  of  shares  of  the  new  stock  issue,  proportioned  to  number  previously  held, 
and  such  stockholders  shall  sell  their  rights,  it  will  be  held  that  proceeds  of  such 
sale  are  in  their  entirety  income  for  year  in  which  rishts  are  sold,  and  shall  be  so 
returned  by  the  stockholders,  whether  they  be  individuals  or  corporations.  (T.  D. 
2G90;  art.  95.) 

Subsidifuy  companios. 

Whore  holdine  company  actuidly  takes  up  each  month  on  its  books  and  credits 
surplus  and  pront  ana  loss  with  its  proportionate  share  of  earnings  of  imderlying 
companies,  holding  company  required  to  include  in  gross  income  amounts  thus 
taken  up,  liegardless  of  fact  that  same  may  not  have  been  paid  to  or  received  by  it 
in  cash;  fact  that  underlying  companies  credit  holding  company  with  amount 
of  earnings  to  which  it  is  entitled  on  basis  of  stock  it  holds,  together  with  fact  that 
holding  company  takes  up  on  its  books  amount  thus  credited,  renders  it  incum- 
bent upon  holding  company  to  return  these  amounts  as  income.  (T.  D.  2690;  art. 
115.) 

Where  subsidiary  or  other  corporation  sells  or  transfers  assets  to  parent  or  other 
corporation,  accepting  in  exchange  therefor  stock  or  bonds  of  purcnasing  corpora- 
tion, question  of  gain  or  loss  will  be  determined  upon  basis  of  difference  between 
cost  or  market  value  of  assets  sold  and  actual  value  of  stock  or  bonds  given  in  ex- 
change therefor;  any  gain  or  loss  thus  ascertained  as  resulting  from  such  transaction 
will  be  added  to  or  deducted  from  entire  gross  income,  as  case  may  be,  of  selling 
corporation  in  year  in  which  capital  assets  were  sold.    (T.  D.  2690;  art.  119.) 

Where  one  corporation  operating  for  itself  is  controlled  by  another  through  the 
ownei-ahip  of  a  majority  or  all  of  its  stock,  controlling  corporation  is  merely  a  stock- 
holder, and  subsidiary  company  must  make  separate  and  distinct  return,  account- 
ing for  all  income  received  during  each  taxable  year,  and  holding  company  will 
rotium  as  income  any  dividends  or  earnings  received  from  operating  company. 
(T.  D.  2690;  art.  125.    See  T.  D.  2662;  Mar.  6,  1918.) 

Where  corporation  is  owner  of  all  stock  in  subsiduary  company  and  the  leasee 
of  all  its  property,  regularly  maintaining  possession,  control,  and  management  of  all 
t!ie  subsidiary's  money  and  other  property,  so  that  the  subsidiary  is  a  mere  agent 
of  the  other  corporation  and  is  practically  meiged  therewith,  dividends  of  the  sub- 
8idiar\'  declared  out  of  a  surplus  which  accrued  prior  to  March  1,  1913,  are  not 
taxable  income  of  the  parent  corporation.    (T.  D.  2730;  June  11,  1918.    Ct.  Dec.) 

Wlicre  a  holding  company  owns  all  of  the  stock  of  its  subsidiary  corporations, 
except  the  qiialifjing  shares  of  the  directors,  and  tlie  subsidiary  corporations, 
togetner  with  the  holding  company,  constitute  a  single  enterprise,  the  accumulateii 
earnings  and  siirpTus  of  the  subsidiary  corporations  used  by  tnem  as  capital  prior  to 
Jauuarv  1,  1913,  do  not  become  taxable  income  of  the  holding  companv  when  for- 
mally transferred  to  it  as  dividends;  T.D. 2542 reversed.     (T.I).2783;  Jan.  7, 1919.) 

Treasury  stock. 

Where  treasury  stock,  defined  to  mean  stock  which  had  been  previously  issued 
by  corporation,  and  which  had  been  repossessed  by  it  through  purchase  or  other- 
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wise,  and  then  carried  on  its  books  as  an  asset,  is  resold  at  a  priire  in  excess  of  its 
cost  upon  rei>os8ession,  such  excess  shall  be  returned  as  income  for  year  in  which 
resold;  unissued  stock  retained  by  corporation  for  future  sale  will  not  be  consid- 
«*red  treasury  stock,  and  when  sold,  no  part  of  proceeds  will  be  considered  taxable 
iucorae.     (T.  D.  2690;  art.  98.) 

• Voluntary  payments  by  stockholders. 

Where  corporation  requires  additional  funds  to  conduct  business  and  obtains 
same  through  voluntary  pro  rata  payments  by  stockholders,  and  such  amounts  are 
CKjdited  to  suri)lus  account  or  to  special  capital  account,  the  amount  so  received 
will  not  be  considered  income,  although,  as  representing  this  additional  fimd,  there 
is  no  increase  in  outstanding  shares  of  stock  or  liability  of  corj)oratioii;  payments 
will  be  treated  as  an  addition  to  and  as  part  of  operating  capital.  (T.  D.  2690; 
art.  96.) 

Warrants  of  city,  etc. 

In  cases  wherein  warrants  are  issued  by  a  city  or  other  political  subdivision  of  a 
State  and  are  accepted  by  contractor  in  payment  for  public  work  done,  face  value 
of  such  warrants  must  be  returned  as  income  for  year  in  which  they  are  received; 
if  contractor  does  not  receive  and  cannot  recover  full  face  value  of  such  warrants  he 
may  deduct  from  gross  income  for  year  in  which  warrants  are  converted  into  cash 
any  loss  sustained,  which  loss  will  be  measured  by  difference  between  face  v^ue 
of  warrants  returned  as  income  and  amount  actually  received  for  them  in  cash  or 
its  equivalent.     (T.  D.  2690;  art.  108.) 

Imposition  of  tax. 

Under  Parts  II  and  III  of  Title  I  of  the  act  of  September  8,  1916,  as  amended, 
every  corporation,  joint-stock  company  or  association,  or  insurance  company 
organized  m  the  United  States,  no  matter  how  created  or  orgMiized,  except  those 
speciiically  exempt  under  section  11  of  such  Title,  shall  be  subiect  to  fay  annuailv 
an  income  tax  of  2  per  cent  upon  the  entire  net  income  received  during  {he  preced- 
ing calendar  or  fiscal  year,  as  the  case  may  be.    (T.  D.  2690;  art.  55.) 

— —  Additional  tax. 

Net  income  of  corporations  remaining  undistributed  for  six  months  after  close  of 
calendar  year  may  be  subject  to  additional  tax.    (T.  D.  2690;  art.  3.) 

Under  Title  I,  of  the  act  of  October  3, 1917,  additional  tax  of  4  percent  known  as 
war  income  tax,  is  imposed  on  net  income  of  every  corporation,  joint-stock  com- 
pany or  association,  or  insurance  company  organized  in  the  United  States^  except 
tliat  for  purpose  of  assessment  of  additional  4  per  cent  tax  net  income  of  such  cor- 
porations shall  be  credited  with  amount  of  dividends  received  from  other  corpora- 
tions subject  to  tax  under  Title  1  of  the  act  of  September  8, 1916,  as  amended,  and  the 
act  of  October  3,  1917.    (T.  D.  2690;  art.  56.) 

Associations. 

Organization  under  constitution  of  which  individuals  who  are  beneficially  inter- 
rs(x»d  in  various  proportions  in  same  property  and  hold  assignable  certificates  rep- 
resenting their  different  interests  therein,  but  who  can  claim  no  part  of  income  of  prop- 
erty as  their  income  as  distinguished  from  income  of  organization,  commit  control 
and  management  of  such  property  for  profit  to  trust'^es  free  from  their  own  imme- 
diate control  or  interference,  except  that  they  may  act  by  majority  in  amount  and 
interest  for  purpose  of  allowing  extra  compensation  to  trustees,  filling  vacancies  in 
office  of  trustees  or  modifying  terms  of  declaration  of  trust,  is  an  ''association''  and 
taxable  as  such  under  Section  IJ  G  (a)  of  the  act  of  October  3, 1913.  (T.  D.  2720; 
June  4,  1918.) 

IMssolved  corporation. 

i  Corporation  which  was  dissolved  in  1917  prior  to  passage  of  act  of  October  3, 1917, 
is  subject  to  tax  under  act  of  September  8. 1916,  as  amended,  and  also  to  war  income 
tax  and  war  excess-profits  tax  imposed  by  act  of  October  3,  1917.  (T.  D.  2690; 
art.  61.) 

Exports. 

The  net  income  from  the  venture  of  exportation  when  completed,  that  is  to  say, 
aftfir  the  exportation  and  sale  are  actually  consummated,  is  subject  to  taxation  under 
the  general  laws.    (T.  D,  2726;  June  4,  1918.) 
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Income  tax  imposed  by  the  act  of  October  3, 1913,  is  not  laid  on  articles  in  course 
of  exportation  or  on  anything  which  inherently  or  by  the  usages  of  commerce  is 
embraced  in  exportation  or  any  of  its  processes,  but  on  the  contrary  is  a  general 
tax.    (T.  D.  2726;  June  4,  1918.) 

Insurance  companies. 

Under  Title  I  of  the  act  of  October  3, 1917,  tax  of  4  per  cent  in  addition  to  tax  of 
2  per  cent  is  imposed  upon  net  incomes  of  foreign  and  domestic  corporations  oper- 
atmg  in  the  United  States  (with  exce{)tion  of  Porto  Hico  and  Philippine  Islands), 
determined  in  accordance  with  conditions  prescribed  in  act  of  September  8,  1916, 
except  that  dividends  received  from  other  corporations  subject  to  income  tax  are 
not  subject  to  4  per  cent  war  income  tax,    (T.  D.  2690;  art.  239.) 

Normal  taoc. 

Normal  tax  under  act  of  1916  Is  2  per  cent  of  net  income  from  all  sources  and  tax 
imder  act  of  1917  is  4  per  cent  on  net  income  from  all  sources,  except  dividends 
from  corporations^  whose  income  is  subject  to  income  tax,  so  that  except  as  to  divi- 
dends (which  as  mcome  to  corporations  are  subject  to  income  tax  at  rate  of  2  per 
cent  only),  combined  normal  tax  on  income  of  corporations  is  6  per  cent.  (T.  D. 
2690;  art.  3.) 

Information  at  source— Exempt  corporations. 

Payments  made  to  corporations,  associations,  or  insurance  companies  for  the  year 
1917  do  not  require  reports  of  information.    (T.  D.  2670;  Mar.  11, 1918.) 

Organizations  eniunerated  in  section  11  oi  the  act  of  September  8, 1916,  as  amended 
are  not  exempt  from  reouirements  with  respect  to  furnishing  infomiation  in  accord- 
ance with  provisions  of  Title  I,  as  amended  by  section  1205  of  Title  XII,  of  the  act 
of  October  3,  1917.    (T.  D.  2690;  art.  81.) 

Net  income. 

Net  income  upon  which  tax  imposed  by  section  10  of  Title  I  of  the  act  of  September 
8,  1916,  as  amended,  is  levied,  is  that  pottion  of  the  gross  income  received  from  tJl 
sources  (except  froin  interest  on  obli^tions  of  the  United  States  or  its  possessions, 
or  on  obligations  of  a  State  or  political  subdivision  thereof)  which  remains  after 
all  authorized  deductions  have  been  taken  into  account.    (T.  D.  2690;  art.  196.) 

Basis. 

Dealers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns  on 
basis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lower.  (T.  D.  2609; 
Dec.  19, 1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to  legality 
of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  will  be  ten- 
tatively accepted.  (T.  D.  2649;  Jan.  30,  1918.  Affirmed  in  T.  D.  2744;  July  11, 
1918.) 

Dealer  in  securities,  for  purposes  of  T.  D.  2609.  is  a  merchant  of  securities  whether 
an  individual,  jmrtnership,  or  corporation,  witn  an  established  place  of  business, 
and  whose  principal  business  is  the  purchase  of  securities  and  their  resale  to  cus- 
tomers; one  who  as  a  merchant  buys  securities  and  sells  them  to  customers  with  a 
view  to  the  gains  and  profits  that  may  be  derived  therefrom.  (T.  D.  2649;  Jan. 
30,  1918.    See  T.  D.  2744;  July  11,  1918.) 

Corporations  engaged  in  live  stock  or  farming  business  which  do  not  keep  books 
.of  account  and  ascertain  their  gross  income  by  inventory  should  prepare  their 
returns  of  annual  net  income  on  basis  of  actual  receipts  and  disbursements.  (T.  D. 
2665;  Mar.  8, 1918.    See  T.  D.  2665;  Mar.  8, 1918.) 

Corporations  keeping  accountsinstrictaccord  with  methods  prescribed  by  munic- 
ipal, State,  or  Federal  authorities,  or  in  accord  with  approved  standard  accounting 
practices  consistently  followed  from  year  to  year,  will  be  permitted  to  make  their 
returns  of  aimual  net  income  on  basis  of  a<;counts  so  kept,  providing  such  systems 
of  accounting  clearly  and  correctly  reflect  net  income  of  each  year.  (T.  D.  2690; 
art.  127.) 

Any  system  of  accounting  which  is  not  consistent  with  purpose  and  intent  of  rules 
set  out  in  Title  I  of  the  act  of  September  8^  1916,  as  amended  by  the  act  of  October 
3, 1917,  and  with  the  general  rules  set  out  m  Reg:ulations  No.  33,  for  ascertainment 
of  net  income,  will  not  be  accepted  as  correct  basis  for  making  returns.  (T.  D.  2690; 
art.  128.) 
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Campaign  contributions. 

Contribut&ons  l^^^  corporatioDs  lor  campaign  cxpenaee  aie  not  an  ordinary  And 
necessary  expense  in  the  op«ation  and  mointcniance  dt  iho  business,  and  arc  there- 
fore not  deductible.    (T.  D.  2t890;  art.  143.) 

— -  Credits. 

Corporation  which  has  filed  return  for  fiscal  year  ended  on  last  d»y  of  some  month 
during  1917,  or  a  final  return  for  period  ended  during  such  year,  snowing  liability 
c<Hnputed  tmder  act  of  September  6, 1916,  must  make  amended  retvem  ahowing  addi- 
tional net  income  (in  amount  equal  at  least  to  annomit  of  income  t»x  deducted  in 
original  rettipi) ;  it  will  take  cremt  ior  amount  of  cxcesB-'pPofits  tax  for  which  liable ; 
if  overpaymeirt  d  income  tax  at  2  per  cent  rate  is  shown,  amount  of  su<*h  overpay- 
ment may  be  credited  against  war  income  tax  of  4  per  cent,  for  wiiidi  liable,  to 
ascertain  total  amount  of  tax  due,  but  in  "no  case  will  credit  fer  overpayment  of 
income  tax  be  taken  against  the  excess-profits  tax  due.    (T.  D.  2663;  Mar.  8, 1918.) 

Exemptixm  provided  for  in  Fedeial  reserve  statute^  section  3.  of  the  act  of  October 
22,  1914,  attacmestoand  follows  income  derived  from  dividenos  ocLStock  of  Fedexal 
reserve  badks into  bands  of  stockholdori,  that  is  to  say,  dividend  jaceived  on  atook 
of  fiuch  banks,  are  exempt  from  taxes  imjposed  by  aots  ol  S^rtember  8,  I&IC,  as 
amended,  imd  of -Ootober  3,  Iftl?^  this  ruluig  does  not  eootempUrte  that  dividends 
paid  by  member  banks  arc  exempt  from  the  2  per  cent  tax,  out  such  dividends, 
m  so  far  as  they  may  be  received  by  other  corporations,  inay  be  treated  as  a  credit 
against  net  income  in  computing  the  war  incnne  tax  imposed  by  Title  I  ei  &e  act 
(rf  October  8, 1917.    (T.  D.  269D;  avt..^.) 

Where  it  is  cleariy  egtablished  that  delator  cevpMii^oii  lias  actutfBy  wifhhdd  and 
fiaid  to  proper  offioem  et  ^the  United  States  the  tax  on  iaortereat  en  bonds  ceotaining 
tax-free  coveBAnt,  iBoipie&t,  having  retuisbed  suck  i&teesat  as  income,  may  take 
credit  against  any  tax  to  which  subject  on  the  basis  of  the  Tetunv,  ior  Ubl  bo  |^nd  hy 
debtor  corporation.    (T.  D.  2690;  art.  122.) 

Net  income  of  corporation,  for  purpose  of  assessment  of  war  income  tax  of  4  per 
centj  shall  be  credited  with  amount  received  as  dividends  upon  stock  or  from  net 
carmngs  of  any  oflher  corporation  which  is  taxsiblc  tmon  its  net  income  Tinder  Title 
I  of  theiict  of  September  8, 1916,  as-amended,  amd  wSic^h  mnomrthas  hwn  included 
in  gross  income.    (T.  D.  2690;  art.  198.) 

Forekn  corporation  may  tdke  credit  against  tax  assesod^le  on  l^asis  6t  net  income 
returned  for  any  tax  which  may  have  been  withheld  at  source^  provided  income 
upon  which  tax  was  withheld  is  included  in  return  and  provided  that  nucie  of 
withholding  agent  is  given  in  retusn.    (T.  D.  .2690; art.  198.) 

Where  corpoEation  returns  as  income  inteiest  xeeeived  on  HMnds,  interest  tipon 
which  debtorcofrpamtion  had  agjicx^  to  pay  without  deduction  of  income  taxca,  «nd 
debtor <!ospofation  actually  paye  income  tax  asasBnable  on  such  intecesl^ooBie,  caor- 
!pon(tion  icceiving  suoh  Jdtten^  may  take  credit  asBcnirt  tax  asmssaMe  en  foaais  of 
net  income  returned,  for  amount  of  tax  paid  thereon  by  debtor  corporation ;  whan  net 
income  has  been  ascertained  within  rukssetout  insectLon.12  (a)ol  thoActof  Septem- 
ber 8,  1916,  as  amended,  it  shall  be  credited  with  amount  of  excess-profits  tax 
assessed  or  to  be  assessed  lor  same  year;  such  excess-profits  tax  aUowance  is  a  credit 
against  the  net  income  for  purpose  of  taxes  imposed  by  both  £he  act  d  Soptembor 
8, 1916,  and  act  of  October  3, 1917.    (T.  D.  2690;Art.  199:) 

Depletion— Mining  properties. 

When  coiparation  sets  ande  part  of  its  eaminfis  tocoeate  tkakingiimd  with  which 
to  retaBs  inoebtedness,  amiaal  additicais  to  sum  fund  ane  not  allowable  deduction 
from  gross  income  as  or  in  lieu  of  deporeciation  or  on  any  otiser  accooizt;  earnings 

thus  set  aside  are  an  asset  and  any  accretion  <thoreto  mast  be  accounted  ior  as  income; 
ruling  will  not,  howover,  iorbid  deduction  or  reasonable  allowance  ior  depletion 
of  natural  deposits  even  though  amount  so  deducted  bo  used  in  whde  or  in  part  in 
payment  of  its  indebtedness.    (T.  I>.  2690;  art.  1G6.) 

Ownershiip  of  mine  content  at  time  for  which  computelien  is  made  is  an  saseatial 
prerequisite  to  an  allowable  deduction  for  depletion  under  section  5  (a)  and  sectian 
12  (a)  of  Title  I  ol  the  act  of  September  8,  1916,  as  amended;  deduction  in  case  of 
lessee  limited  to  amount  equal  to  capital  actually  invested  in  Isseo  without  regard 
to  value  as  of  March  1, 1913,  or  any  other  date;  the  scvenUi  and  ei^£h  paracraphs 
of  section- 5  (a)  and  the  socond  pxo^igraph  ol  section  12  (a)  auUiorize  in  case  of  mme 
owners  two  classes  of  deductions  to  take  care  ol  wasting  oi  aasots,  namely,  dc^ecia- 
tion  and  depletion.    (T.  D.  2690;  art.  171.) 

Uoth  owner  and  lessee  will  keep  accurate  lodger  accounts  to  which  will  be  charged 
capital  invested  in  mine  or  lease  and  in  machinery,  eqnipmeirt,  etc.,  ciiediting 
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«ach  accomts  or  il  d^epi&taxm  raaervs  aecminS;  with  aflaovnit  chained  and  idlemced  fts 
a  dedttctson  eacdi  year  aartil,  tm  resolt  of  sach  oreditB,  tbe  caftital  cYaage  shall  «o 
exIiDciaihed,  after  whack  no  Imrtber  dodnctien  cm  thie  accoont  iviti  be  alk>wcd. 
(T.  D.  2mO;  art.  172,) 

Oristnal  cort  ef  nina!al  depomt  may  be  tf^cen  an  basis  lor  compjvrtki^aDmial  deple- 
tion ocdnctions  if  lair  nai!%et  vahie  as  of  MaKh  1,  19^1S,  can  not  m  ascertained 
ortberrae,  aHowsnce  being  nuide  fer  Ennerala  which  may  have  been  removed  prior 
to  that  dxl^  where  pfwwity  was  ac<ifiu«d  snbeeqnest  to  that  dale,  same  rale  for 
competing  aanual  depletien  deduction  will  appty,  except  that  basis  ef  compti^- 
tienwiU be acrtoalJCOBt rather  thsBAidue as oC March  I,  I91d.  (T.  D.2690;art.  n2.) 
E\'ery  individtial  or  corporation  claiming  and  making  dedoctioii  foff  defrte^n 
of  iNitEirai  depoflfftfl  shall  keep  accurate  kdger  account,  m  which  ^all  be  orarged 
fair  market  value  as  of  March  1,  ISflS,  or  co^,  If  property  was  acquired  eobseqiraiit 

.  to  that  date,  el  auie«d  ^feponts  involved,  account  to  be  credited  with  amocmt  of 
idepletioB  deductien  dainied  and  aUowed  each  year,  or  amount  of  deletion 
thiol  be  csredited  to  depletion  reserve  accouxkt,  to  end  that  when  sum  of  credits 
for  depletion  equals  value  or  cost  of  property,  no  further  deduction  for  depletion 
will  be  aUowed;  fair  market  value  or  coet  of  property,  as  case  may  be,  wiQ  be  ba^is 
de^iletiffa  deduction  for  au  9ul>se-qucnt  vears  during  ownership 
*nff  such  ownership  there  may  be  no  revalua- 


under  which  value  was  fixed,  and  during  such  ownership  there  may 
tion  if  it  should  be  found  that  estimated  quantity  of  deposit  was  understated; 
where  quantity  of  mineral  deposit  prior  to  Sfarch  1,  11>I3,  can  not  be  accurately 
^cotknaied  neoessar^s  M  depitetien  deaacCio&s  aie  to  be  taken,  for  owner  of  deposits, 
wkik  best  inloriaatien  a^vih^e,  to  airiye  at  lair  mKtkti  irahie  of  poropeirty  as  of 
Mardi  1,  If  IS,  ^iefa  vaftve  chning  period  «f  ownershsp  tfaall  be  fiaai ;  then  on  basis 
^  most  pHkmA^  mmiber  of  tmdts  in  property  per  unit  vahie  sfaaiU  be  deterBoiiied 
88  basis  for  comipiBtiai^  aomial  d^^jfetion  aUowatices;  this  method  and  ailewancea 
4e4>e  coDtimped  ^mtii,  bict  not  beyond,  time  when  yvAae  as  ol  iiudft  i^  i^l3^  shall 
have  been  extingmdhed.    (T.  D.  2990;  art.  172.) 

Where  vraperty  was  acquired  by  purchase  or  otherNWse  -(other  than  fey  lesae) 
prior  to  March  1,  1S13,  amount  of  invested  capital  irtiich  may  be  extinfgmsbed 
through  anmaal  depletion  deductions  from  gross  income  wffl  be  the  market  value  of 
mine  property  so  acquired  as  of  March  1,  1913;  vahie  conteraplatcd  as  basis  for 
depletion  4ednc(ioiiB  saiet  aot  be  based  upon  aasumed  salable  inlae  eCoiEtpal  «ndor 
conewteperatn^B  trmditions,  tess  cost  «f  fseducticn,  iar  reaaen  that  vahie«o  deter- 
noned  would  compr^beend  profits  to  be  reaiiaed  ircm  eperatiea  ei  iHWiiwaly;  value 
inut  iiet  ibe  epecvMaw  birt  nust  be  detenatned  ujiK^ 

as  of  March  1,  1913,  of  entire  d><ypo»it  el  minefab  eKciuahse  oi  inporevemeatB  and 
Aeveiopmea*  wsa^  ea  bkic  value  havaaig  been  asoertaiAed,  estimate  of  number  of 
anitB  (tons^  pooodfi,  etc.),  sfaotikl  be  mkde,  aikd  en  Uoc  vidue  divided  by  estimated 
mwalw  of  imitB  wili  determiae  per  unit  vabie,  iwhich  multiplied  hy  numiwr  of 
uBotsmiaed  and  8^  diazngaayeiw  year  wiU  determine  simsLwhidi  wUI  oonstitutc 
Hdedactmn  at  that  year;  deletions  computsd  on  tike  basis  may  be  made  iiem  vear 
to  year  duniu;  ownenlhip  ander  whidi  value  vms  determined  tmtil  aggrefate  en  bloc 
value  as  of  i£uich  1,  lAl^  of  mine  or  mineral  dqposit  shall  have  been  extix^guidied. 
(T,  D,  2680;  art.  172.) 

Pwcise  nwnner  in  which  estimated  fair  market  vahie  oi  mdneial  deposits  as  of 
Match  1,  IMS^  flhaU  be  made^  mnstbe^ieleuiitfied  by  owner  upan«ndi  basis  as  mnfit 
not  compndicnd  any  opetatmg  profits,  estimate  to  be  eAject  to  iqipiaTal  of  coaa- 
oiniiOBsr;  in  passing  upon  aoomracy  and  iaiiawiSB  d  estianate  dnte  wisi^  wiHbo 
attacked  to  muket  vasie  of  fltock*^ef  caiyaratirap  on  Maidh  1,  IdiS,  mid  abo  to 
0vom  rttatemeate  as  to  -value  -of  stock  filed  at  any  tame  tberea^tt'  £or  wniiNaies  of 
special  excise  tax  based  on  value  of  capital  stock  inspoeed  by  Title  IV  of  the  act  of 
.S^tezaberS,  1»1&.    (T.  D.  2690^  art.  172.) 

Where  depletioi  dodaetson  is  camimted  <m  basis  d  cost  or  pnice  at  whkh  any 
mine,  Snia^d  laods  or  fvopertiee  weve  acqoised,  curpumiion  upon  reqaeBt  el  cem- 
uiniener  must  ah(nr  tint  covt  or  price  at  whi(^  property  was  b«^t  ans  &Eed  ior 
puiposos  of  bona  fide  puizchase  or  sede  by  nAvich  iproporty  passed  to  owner  in  &ct 
■M  well  as  in  foixa  dc^mut  Irmb  vendor;  in  detenoming  mmier  or  not  price  or  csst 
at  which  any  {Mrcfaaeo  or  sale  \iins  mnde'sepfaseated  actual  mariDst  value,  dac 
wee^ht  will  be  ^yen  to  3wda^.iofnAip  or  conosction  existing  between  painty  or  parties 
•cilrag  pi^perty  and  bnyer  thereoi.    (T.  D.  2690;  art.  172.) 

l^eesee-eorponition  not  entitied  to  any  dedoction  as  such,  but  if  lessee,,  in. addition 
te  rcmMea,  pays  slijwtwted  sum  for  light  to  explore,  doarctop,  and  operate  mine, 
snob  sum  mttf  be  spMad  igtd»iy  wet  eetisnMled  nmribor  of  inuPts  in  mine,  and  thus 
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ascertain  amount  of  invested  capital  or  bonus  payment  applicable  to  each  tmit; 
per  unit  cost  thus  ascertained  will  bo  multiplied  by  number  of  unite  removed  from 
mine  during  any  one  year,  and  result  will  be  amount  that  may  be  deducted^  from 
gross  income  of  that  year  as  return  of  capital  invested;  in  case  of  both  mine  owner 
and  lessee  no  deduction  for  depletion  or  return  of  capital  will  be  allowed  when 
invested  capital  has,  through  the  aggre^te  of  all  such  deductions,  been  extinguished ; 
for  purpose  of  computing  this  deduction  in  case  of  lessee  company  actual  amount 
of  bonus  paid  and  not  value  as  of  March  1, 1913,  will  be  considered  capital  invested 
to  be  returned  through  aggregate  of  annual  deductions.    (T.  D.  2690;  art.  172.) 

The  allowance  for  depletion  in  the  case  of  mines  pertains  to  a  consumption  of 
capital  assets  rather  than  to  a  business  loss.    (T.  D.  3001;  Apr.  15, 1920.    Ct.  Dec.) 

The  leasee  of  a  mine  is  not  entitled  to  a  deduction  for  depletion  under  the  act  of 
September  8, 1916.    (T.  D.  3001;  Apr.  15,  1920.    Ct.  Dec.) 

There  is  no  substantial  distinction  as  applied  to  a  mine  between  depreciation 
which  was  sought  h^  mine  owners  under  the  acts  of  August  5,  1909,  and  October  3, 
1913,  and  the  depletion  which  was  allowed  by  the  act  ofSeptember  8,  1916.  (T.  D. 
3001;  Apr.  15, 1920.    Ct.  Dec.) 

The  fact  that  the  leasee  of  a  mine  is  under  an  af&rmati  ve  obligation  to  remove  or 
at  leist  to  pay  for  a  fixed  amount  of  ore  does  not  change  the  general  rule  as  to  deple- 
tion in  the  case  of  lessees.     (T.  D.  3001;  Apr.  15,  1920.     Ct.  Dec.) 

Oil  and  gas  pioperties. 

Every  individual  or  corporation  entitled  to  deduction  on  account  of  depletion 
or  for  return  of  capital  invested  shall  keep  accurate  ledger  account,  in  which,  in  case 
of  fee  owner,  shall  be  charged  fair  market  value  as  of  March  1,  1913,  or  cost,  if  ac- 
cjuired  subsequent  to  that  date,  of  oil  or  gas  property,  plus  cost  of  development,  or, 
in  case  of  lessee,  amount  actually  originsdly  invested  in  lease  and  its  development; 
this  amount  shall  be  credited  as  amount  claimed  each  year  as  deduction  on  account 
of  depletion  or  as  return  of  capital,  to  end  that  when  credits  to  account  e<^ual  debits 
no  further  deductions  on  either  account,  with  respect  to  this  property  and  capital 
invested  therein  will  be  allowed;  or,  in  lieu  of  direct  credit  to  property  account, 
amounts  so  claimed  and  allowed  as  deduction  may  be  credited  to  depletion  reserve 
account.    (T.  D.  2690;  art.  170.) 

Essence  of  sections  5  and  12  of  the  act  of  September  8, 1916,  as  amended  by  the  act 
of  October  3,  1917,  is  that  owner  or  operator  of  gas  or  oil  properties  ahsii  secure 
through  an  aggreo^ate  of  annual  depletion  deductions  the  return  of  amount  of  capital 
actually  investecf,  or  amount  not  m  excess  of  fair  market  value  as  of  March  1,  1913, 
of  properties  owned  prior  to  that  date.    (T.  D.  2690;  art.  170.) 

In  case  of  operating  fee  owner,  amount  returnable  through  depletion  deductions 
is  fair  market  value  of  property  (exclusive  of  cost  of  physical  property)  as  of  March 
1,  1913,  if  acquired  prior  to  tnat  date  or  actual  cost  of  property  if  acquired  subse- 
quent to  that  date,  plus  in  either  case  cost  of  development  {[otner  than  cost  of  ph  vsical 
property  incident  to  such  development)  up  to  point  at  which  income  from  developed 
territory  equals  or  exceeds  deductible  expenses.    (T.  D.  2690;  art.  170.) 

Estimate,  subject  to  approval  of  Commissioner  of  Internal  Revenue,  required  to 
be  made  of  probable  quantity  of  oil  or  gas  contained  in  or  to  be  recovered  from 
territory  with  respect  to  which  investment  is  made;  invested  capital  will  be  divided 
by  number  of  units  of  oil  or  gas  so  estimated,  and  quotient  will  be  per  unit  cost  or 
amount  of  capital  invested  in  each  unit  recoverable;  this  quotient,  when  multiplied 
by  number  of  units  removed  from  territory  in  one  year,  will  determine  amount 
which  will  be  allowably  deducted  from  gross  income  for  that  year  on  account  of  de- 
pletion or  as  return  of  invested  capital  until  total  of  such  deductions  shall  equal 
capital  invested.    (T.  D.  2690;  art.  170.) 

In  case  of  lessee,  capital  to  be  returned  is  amount  paid  in  cash  or  its  ec^uivalent  as 
bonus  or  otherwise  by  lessee  for  lease,  plus  expenses  incurred  in  developing  property 
(exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom,  sijdracient  to 
meet  all  deductible  expenses,  after  which  time  as  to  both  owner  and  lessee,  such  in- 
cidental expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection  with  drilling  of 
wells  and  further  development  of  property  may  be,  at  option  of  operator,  deducted,  as 
operating  expense  or  charged  to  capital  account.    (T.  D.  2690;  art.  170.) 

If  Quantity  of  oil  or  gas  can  not  be  determined  with  certainty,  depletion  deduction 
will  DO  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that 
lessees  may  compute  deductions  for  return  of  capital  (cost  of  lease  and  development) 
in  same  manner  as  owners  in  fee;  that  is,  they  may  extinguish  such  capital  on  bads 
of  reduction  in  flow  and  production  as  compared  with  preceding  ^ear,  or,  in  caee  of 
leasehold  properties  brought  in  or  developed  during  year,  depletion  deduction  may 
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be  computed  on  basis  of  decline  in  settled  flow  and  production,  as  evidenced  by 
tests  and  gauges  made  at  end  of  ^ear  as  compared  with  similar  tests  and  ^uges  made 
at  tifne  settled  flow  was  determined;  for  purpose  of  computing  depletion  territory 
comprehended  in  given  lease  will  be  considered  unit  with  respect  to  which  depletion 
deduction  may  be  claimed  and  allowed.    (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  segregated  in  books  of  account  from 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leajses^  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may  be 
made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Both  owners  and  lessees  operating  oil  or  gas  properties  will,  in  addition  to  and 
separate  from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted  to 
deduct  reasonable  allowance  for  depreciation  of  physical  property,  sucn  as  machin- 
ery, tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be  such 
an  amount,  based  upon  its  capitalized  value  (cost)  equitably  distributed  over  its 
useful  life,  as  will  bring  it  to  its  true  salvage  value  when  no  longer  useful  for  pur- 
pose for  which  property  was  acquired.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1, 1913,  or 
cost  of  property  if  acquired  subsequent  to  that  date,  or,  if  operator  is  lessee,  actual 
amount  paid  for  lease,  plus,  in  case  of  both  owner  and  lessee,  cost  of  subsequent 
development,  exclusive  of  physical  property,  if  such  cost  is  capitialized,  wdl  be 
basis  for  determining  depletion  deduction  or  deduction  for  return  of  capital  for  all 
subser^uent  years  during  continuance  of  ownership  under  which  value  was  fixed  or 
by  which  investment  was  made;  during  such  ownership  there  can  be  no  revaluation 
for  purpose  of  deduction  if  it  should  be  found  that  quantity  of  oil  or  gas  was  under- 
estimated at  time  value  was  fixed  or  property  was  acquired,  or  at  time  lease  contract 
was  entered  into  or  purchased.     (T.  D.  2^90;  art.  170.) 

— Timberlands. 

In  case  of  timberlands,  fair  market  price  or  value  of  timber  standing  March  1, 
1913,  or  cost  of  timber  when  purchase  was  made  subseouent  to  that  date,  will  be 
basis  for  calculation  of  depletion,  and  this  value  as  of  March  1,  1913,  or  cost  when 
subsequently  purchased,  is  not  to  be'exceeded  for  purposes  of  deduction  in  returns 
of  income;  whole  of  such  value  is  to  be  distributed  over  entire  amount  of  standing 
timber  on  those  respective  dates;  rules  governing  timber-owning  companies.  (T.  D. 
2690;  arts.  8,  173.) 

Fair  market  price  or  value  of  timberlands  as  of  March  1,  1913,  is  price  at  which 

groperty  in  its  then  condition,  and  with  circumstances  then  surrounding  it,  could 
ave  been  sold  for  cash  or  its^auivalent;  such  value  must  not  be  speculative,  but 
must  be  determined  without  talcing  into  account  anv  prospective  profits  that  may 
result  by  manufacturing  the  timber  into  lumber;  value,  once  determined,  must  be 
set  up  on  books,  and,  as  measure  of  stumpage  deduction,  must  remain  constant  and 
can  not  be  increased  except  as  new  purchases  are  made  at  higher  average  cost;  value 
so  set  up  will  be  subject  to  approval  of  Commissioner.    (T.  B.  2690;  art.  173.) 

Where  entire  market  price  or  value  for  both  timber  and  lands  as'of  March  1,  1913, 
or  entire  cost,  if  acquired  subsequent  to  that  date,  is  extinguished  through  deduction 
from  gross  income  for  timber  used,  or  through  per  unit  charge  to  cost  of  manufactur- 
ing lumber,  entire  amount  realized  from  logged-off  lands  or  other  salvage  will  be 
returned  as  income  of  year  in  which  such  lands  are  sold' or  disposed  of;  if  timber  or 
timberlands  are  sold  en  bloc,  gain  or  loss  will  be  ascertained  on  basis  of  difference 
between  fair  market  price,  or  cost,  and  selling  price,  accordingly  as  property  was 
acquired  prior  or  subsequent  to  March  1,  1913.    (T.  D.  2690;  art.  173.) 

Corporations  owning  timberland  and  loeginjg;  off  the  timber  and  manufacturing  it 
into  lumber,  will,  if  timber  was  acquiredprior  to  March  1,  1913,  be  permitted  to 
exclude  from  gross  income  either  throi^h  deduction  from  gross  receipts  or  through 
chaige  into  cost  of  manufacturing  timber  into  lumber,  an  amount  equivalent  to 
fair  market  price  or  value  of  standing  timber  as  of  March  1,  1913;  corporations  must 
set  up  on  their  books  as  of  March  1, 1913,  the  fair  market  price  en  bloc,  of  all  timber 
then  owned  bv  them,  and  then,  bv  dividing  such  value  by  estimated  number  of 
feet  in  entire  noldings,  per  unit  value  or  price  will  be  ascertained,  which  per  unit 
price  or  value  will  be  basis  for  measuring  amount  to  be  added  to  cost  of  manufacture, 
or  deducted  from  gross  income,  until  en  bloc  value  of  entire  headings  shall  have  been 
extinguished;  same  rule  applies  to  timber  or  timberlands  purchased  subsequent  to 
March  1,  1913,  only  difference  being  that  actual  cost  shall  be  substituted  for  en  bloc 
price  or  value  as  of  March  1, 1913.    (T.  D.  2690;  art.  173.) 
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Not  income — Contintuid. 

Depositors'  guaranty  fund. 

Banking  corporations  which  are  requifod  to  mgintain  a  ''Depositwi*  guaranty 
fund  "  may  deouct  amount  set  apart  each  year  to  this  fund,  provided  that  such  funif, 
when  set  aside  and  carried  to  credit  of  State  banJring  fund  or  of  duly  authorized 
8tate  eflicer,  ceases  to  be  asset  of  bank  but  jnay  bo  withdrawn  upon  demand  hy  such 
Board  or  State  officer  to  meet  needs  of  these  omcers,  as  required  by  State  laws,  in  re- 
imbursing depositors  in  insolvent  "banks,  and  provided  further  that  no  portion  of 
amount  ia  returnable  to  assets  of  banking  corporation ;  if  amount  is  simply  set  up  on 
boQ^  (rf  banic  as  res&rve  ie  meet  eontin^icait  tiability  and  remains  asset  of  bank,  it 
will  mtft  be  deductible  except  ae  it  is  adioatty  fMud  oirt  as  re^mred  1^  i»w  and  upon 
demand  of  proper  State  officers.    (T.  D.  2890;  ut.  146.) 

Depreciation. 

Leasee  corporatioii  may  not  deduct  any  depreciation  with  respect  to  buildings 
erected  by  it  on  leased  j^ound,  but  cost  of  incidental  repairs  necessary  tokee^  build- 
ings in  efficient  condition  for  poirpose  of  their  use  may  be  deducted  as  expense  of 
.  operation  and  maintenance;  if  life  of  inBj)rovcment  \b  leas  than  life  of  lease,  deprecia- 
tion may  be  taken  by  lessoc,  based  upon  cost  and  life  of  in:^m>vement.  (T.I).  2600; 
art.  140.) 

Deduction  for  depreciation  authwized  bv  item  ''Second  "  'Of  eectJoB  12  should  he 
amount  of  loss  occurring  during  year  to  whidi  return  relates,  estimated  on  -cost  of 
physical  property  with  respect  to  which  such  dednctioh  is  claimed,  which  loss  re- 
sults from  wear  and  tear  due  to  use  to  which  property  is  put  and  which  loss  has  not 
been  made  good  through  expenditures  for  renewals,  replacements,  and  repairs  de- 
ducted under  heading  of  expense  for  maintanance  and  operation;  within  purview 
of  this  item  d^ureciation,  to  amount  measuring  decline  in  value  due  to  exhaustion, 
wear  and  tear  of  property  arising  outof  its  use,  is  aloss,  which  loss,  in  order  to  con- 
stitute allowable  deduction,  must  be  chained  oR;  manner  of  charging  off  loss  is  not 
material,  except  that  the  amount  must  be  either  deducted  directly  from  book  value 
of  assets  or  credited  to  a  depreciation  reaerve  account,  and  aa  such  shall  be  rejected 
in  annual  balance  sheet.    (T.  D.  2690;  Urt.  159.) 

Assets  of  any  character  whatever  which  arc  not  affected  by  use,  wean*,  and  tear 
(except f»testB,  cofiyri^ts,  etc.)  are  not  subject  to  depreciatian  aBowance;  real 
estate  as  such,  and  as  distinct  from  imptovemente  thereon,  is  noit  veduced  in  -value 
by  resson  of  wear  and  tear,  and  therefore  allcifwance  containqDlatBd  as  tyffaet  to  Aepto- 
cistion  in  case  of  rsal  estete  carpocation  does  bot  apply  to  the gronod,  but  is  istondcd 
%o  measiive  the  decline,  by  reason,  of  wear^md  tear,  in  valoectf  impie^remeorte.  (T .  D . 
2690;  art.  162.) 

Depreciation  set  up  on  books  and  deducted  can  not  be  used  for  any  purpose  other 
than  in  matnr^  good  loss  sustained  b^xeason  of  wearuid  tear  of  property  with  ivspcct 
to  wfaidi  it  is  cbomed;  if,  however,  investment  is  made  in  extoBBiofiB,  additiomi,  or 
betterittatts  el  cwupauy 's  own  fixopert^',  representing  part  or  whole  of  credit  balaacc 
of  depredation  reserve  account  sudi  investment  will  not  be  considsrad  a  misnse  or 
divonsicsitof  the  depreciation  deduction  otherwise  allowable.     (T.  B.  2690;  ait.  164.) 

Where,  by  reason  of  underestimating  life  of  property,  or  overestimatrng  rate  of 
deterioration,  an  amount  in  excess  of  yearly  depreciation  has  been  taken,  rate  appli- 
cable to  ftttiure  jwears  should  at  once  be  reducea  and  balance  of  cost  of  propertj'-  not 
provided  lor  tibrough  a  depreciation  reserve  should  be  spread  over  estanatea  somain- 
iag  life  of  property.    (T.  D.  2600;  art.  165.) 

If  individual  or  corporation  charges  expense  of  drillirrg  wells  or  frrrther  develop- 
ment to  capital  account,  .the  same,  in  so  far  as  expense  is  represented  by  plivskal 
property,  may  be  taken  into  account  in  determining  reasonable  allowance  for  d^e- 
dation  (hiring  each  year  until  property  account  thus  augmented  has  heen  extin- 
guislied  through  annual  depreciation  deductions,  after  which  no  furth-er  deduction 
on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business,  cost  of 
driUxng  nonpToductive  wells  may  "be  deducted  from  grees  iaceme  as  operating  ex- 
pense.   (T.D.  2699;  art.  170.) 

Operator  will  bo  permitted  to  deduct  from  gross  income  of  each  year  reasonable 
allowance  for  depreciation  of  all  physical  property  used  in  connection  with  opera- 
tion of  mine  and  owned  by  operator;  for  this  purpose  the  actual  cost  (not  vikie) 
will  be  equitably  distributed  over  useful  life  of  such  property  until  true  salvage 
value  has  been  reached;  both  owner  and  lessee  wiH  keep  accurate  ledger  accounts 
to  which  will  be  charged  capital  invested  in  mine  or  lease,  and  in  machinery, 
t?quipment,  etc..  crediting  such  accounts  or  a  depreciation  reserve  account  with 
amount  claimed  and  allowed  as  a  deduction  each  j'-ear  until,  asTcsult  of  such  credits, 


Digitized  by  VjOOQIC 


INCOME  TAXES   ,(CO^OBATIONS^«  327 

KTet  income — ^Continued. 

Depreciation— Continued. 

the  capital  diarge  •shall  be  exUoguiahed,  after  which  no  further  deduction  on  this 
account  will  be  allowed.    (T.  D.  2890;  art.  172.) 

Beasonable  allowance  for  wear  and  iear  o!  property  arisiug  out  of  its  use  or  em- 
ployment in  buu.ne8B  or  trade  is  to  be  based  upon  cost  of  8uch  property  or  on  its 
fair  market  price  or  value  as  of  March  1,  1913,  it  acquired  prior  thereto;  m  absence 
of  proof  to  contrary  it  ^^dll  be  assumed  that  such  value  as  4if  >£arch  1,  1913,  is  cost 
of -piopecty,  lees  depreciatian  up  to  that  date.    (T.  D.  2754;  Aug.  23,  li)ia.) 

Bate  for  oompnting. 

Though  no  definite  rate  has  been  fixed  by  which  deduction  on  account  ol  depre- 
ciation in  value  of  property'  subject  to  wear  and  tear  is  to  be  computed,  it  is  con- 
templated that  such  allowance  shall  be  computed  apon  basis  of  cost  of  property 
and  probable  number  of  veara  constituting  its  life;  deduction  relates  solely  to  loss  duo 
to  use,  wear,  and  tear,  and  matter  of  obsolescence  is  not  relev'ant.  (T.D.  2690;  art.  162.) 
Deduction  on  account  of  depreciation  in  caso  of  buildiogs  shall  not  include  any 
allowance  for  estimated  loss  due  to  lessening  of  rental  value,  nor  shall  computation 
of  deduction  be  influenced  by  changed  environment  after  period  of  years  not  by 
its  lack  of  adaptability  to  use  originafiy  imtended  nor  to  any  o&er  mttaide  iniuence 
affecting  its  value,  but  an  allowable  depreciable  «hall  be  determined  solely  upon 
estimated  life  of  such  buildings  after  making  due  allowance  for  ordinary  repairs, 
cost  of  wMch  may  be  deducted  as  expenses  ior  maintenance  and  operation.  (T.  D. 
2690;  art.  162.) 

Where  actual  cost  of  buildings  or  improycments  at  time  they  wore  taken  over  by 
corporation  can  not  be  definitely  determined,  it  will  be  sumcient  for  purpose  of 
determining  rate  of  depreciation  to  be  used  in  computing  amount  taxable,  to  efti- 
mate  actuia  value  at  time  acqirired  of  buildings  or  inspiDTemeat  if  acquired  after 
March  1, 1913,  or  fair  mtirket  price  or  vHhie  as  of  tSat  date  if  property''  was  acquired 

'  prior  Aewto,  ralue  in  either  case  to  be  reduced  by  amount  <rf  depreciation  previ- 

•  tnisly  surtained.    (T.  I).  2698;  art.  1<3.) 

Destruction  of  property. 

Actual  cost  of  property  destroyed  by  order  of  authorities  of  a  State  or  of  the  United 
States  may  bo  claimed  as  a  loss;  but  if  reimbursement  is  made  by  a  State  or  United 
States,  amount  recci^'ed  shall  be  reported  as  income  for  ywtr  in  which  reimbnrso- 
mentismade.    (T.  D.  2090;  art.  128.) 

When  loss  is  claimed  through  destruction  of  property  by  fireuflood,  or  other  casu- 
alty, amount  deductible  will  be  diflorence  between  value  an  of  March  1, 1913,  or  cost 
of  property  and  salvage  value  therof,  including  in  the  latter  value  the  amount,  if 
any,  that  has  been  or  should  have  been  set  astds  and  dediided  in  current  or  pre- 
vious years  from  gross  income  on  account  of  d^Mreciation  and  which  has  not  been 
paid  out  in  making  good  the  depreciation  sustained.    (T.  D.  2690;  art  147.) 

■■       IMsootuitB. 

Discount  on  bonds  issued  and  sold  prior  to  19<J9,  if  such  discount  was  then  chareed 
against  suiphiB  or  against  income  of  year  in  whidi  bonds  were  sold,  not  -deductrole 
from  income  of  subsequent  years,  for  reason  that  chaining  off  jjrior  to  January  1, 
1909,  of  entire  amount  of  discount  constitntee  closed  transaction.  (T,  D.  2690; 
art.  149.) 

ISTiore  bonds  were  sold  subsequent  to  January  1. 1909,  at  a  discount,  and  amount 
of  discount  was  chaa^d  off  c«i  books,  chher  against  earnings  or  surplus,  but  not 
dedncted  in  corporation's  return  of  net  income,  such  discount  as  was  not  then 
deducted  may  bo  spread  over  life  of  the  bonds  and  an  aliquot  part  of  the  discount 
may  be  d>ednet«d  from  gross  income  of  ea(^  year  until  bonds  mature  or  are  redeemed . 
(T.  D.  2690;  art.  150.) 

Where  corporation  noUs  its  bonds  at  discount  plus  commission  for  eelfing,  amount 
of  such  discount  and  cuuirtilfwton,  together  wifli  othenexpenses  incidental  to  issuing 
bonds,  constitute  a  loss,  aOTregate  amount  of  which  will,  for  purpose  t/f  income-tax 
return,  be  prorated  over  life  of  bonds  sold,  and  amount  thus  apportioned  to  each 
year  will  be  deductible  from  groaB  income  of  each  year  nntii  boMi  efaall  have  been 
Tedeenved.    (T.  D.  2699;  art.  150.) 

Where  corporation  having  sold  its  bonds  at  discount,  discount  having  been  de- 
ducted from  gross  income,  later  repurdhases  or  redeems  the  bonds  at  a  price  less 
than  par,  difference  between  price  at  \vtrich  they  are  redeemed  and  tlieir  par  value 
will  be  returned  as  income;  if  bonds  are  sold  at  premium,  premium  must  be  re- 
turned as  income.    (T.  D.  2690;  art.  150.) 
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Netinoom^ — Continued. 

Discounts — Continued. 

Where  refund  payments  by  cooperative  societiefl,  aasociationB  or  coiporations 
are  made  in  proportion  to  purchases  made  by  recipient  in  accordance  with  by-laws 
or  published  niles  regularly  adhered  to,  they  are  regarded  as  discounts  or  reoatos, 
tending  to  reduce  taxable  net  income  of  oi^nization.    (T.  D.  2787;  June  19, 1918.) 

Diversion  of  fund. 

Where  corporation  at  end  of  year  distributes  net  income  as  dividends,  without 
providing  for  depreciation,  it  will  be  estopped  from  claiming  in  its  returns  for  such 
year  any  deduction  on  account  of  depreciation  unless  it  is  shown  conclusively  that 
property  account  has  been  reduced  oy  amount  of  depreciation  claimed  or  unless 
Bucn  amount  has  been  credited  to  a  depreciation  reserve  account,  and  such  amount 
was  in  fact  a  reasonable  allowance;  a  depreciation  reserve  account  authorized  by 
section  12  can  not  be  diverted  to  payment  of  dividends;  fact  that  no  reserve  was 
made  for  depreciation  indicates  that  there  was  no  loss  on  this  account  to  be  pro- 
vided for.    (T .  D.  2690;  art.  161.) 

• Donations. 

See  "Gifts  or  bonuses,' '  under  this  subhead* 
Expenses — Additions  and  betterments. 

Amounts  expended  in  addition  and  betterments  or  for  furniture  and  fixtures 
which  constitute  increase  in  capital  investment  and  add  to  value  of  assets  are  not 
proper  deduction,  but  such  expenditures  when  capitalized  may  be  extinguished 
through  annual  depreciation  deductions,  which  latter  deductions  will  be  computed 
upon  basis  of  cost  and  probable  life  of  property.    (T.  D.  2690;  art,  132.) 

('ost  of  erecting  permanent  building;8  or  of  making  permanent  improvements  on 
ground  leased  by  company  is  an  additional  rental  and  may  be  deducted,  provided 
such  improvements,  under  terms  of  lease,  revert  to  ovmer  of  ground  at  expiration 
of  lease;  in  such  case  cost  will  be  prorated  according  to  number  of  years  constitut- 
ing term  of  lease  and  annual  deduction  will  be  aliquot  part  of  such  cost.  (T.  D. 
2690;  art.  140.) 

Capital  stock  sale. 

Expenses  connected  with  selling  of  capital  stock  to  raise  capital  to  be  by  it  in- 
vested in  property  or  employed  in  ousiness  for  which  corporation  is  organized  may 
not  be  deducted  as  expense  of  operation  and  maintenance;  it  is  a  capital  loss  or 
expense  properly  chargeable  against  proceeds  of  sale  of  stock  and  reduces  the  capital 
rather  than  the  earnings  of  the  company.    (T.  B.  2690;  art.  145.) 

Oompensation  payments. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in  busi- 
ness, in  paving  all  or  portions  of  regular  compensation  of  officers  or  employees,  who 
have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  military  forces  of  the 
United  States,  or  have  undertaken  services  for  the  Government  at  reduced  or  nomi- 
nal compensation,  constitute,  during  the  continuance  of  the  war,  ordinary  and 
necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  computing 
net  income.    (T.  D.  2660;  Mar.  1, 1918.) 

When  amount  of  salary  of  officer  or  employee  is  paid  for  limited  period  after  his 
death  to  his  widow  or  heirs  in  recognition  of  services  rendered  by  individual,  no 
services  being  rendered  by  widow  of  lieirs,  such  payment  is  not  ordinary  and  neces- 
sary expense  of  transacting  business  and  may  not  be  deducted.  (T.  D.  2690;  art. 
1370 

Wliere  salaries  of  .officers  or  employees  who  are  stockholders  are  found  to  be  out 
of  proportion  to  volume  of  business  transacted  or  excessive  when  compared  with 
salaries  of  like  officers  or  employees  of  other  corporations  doing  similar  kind  or 
volume  of  business,  amount  so  paid  in  excess  of  reasonable  compensation  for  servi- 
ces will  not  be  deductible,  but  will  be  treated  as  distribution  of  profits.  (T.  D. 
2690;  art.  138.) 

Special  payments  made  to  officers  or  employees  who  are  stockholders,  in  guise 
of  additional  salaries  or  compensation,  amount  of  which  is  based  upon  or  bears 
close  relationship  to  stock  holdings  of  such  officers  or  employees^  or  capital  invested 
by  them  in  business  of  company,  will  be  regarded  as  special  distribution  of  profits 
or  compensation  for  capital  invested,  and  not  payment  for  ser\ices  rendered;  pay- 
ments under  such  latter  conditions,  being  in  nature  of  dividends,  will  notbedeauct- 
ible.    (T.  D.  2690;  art.  138.) 

Compensation  paid  employee  in  capital  stock  of  corporation  may  be  deducted  as 
exi)ense  if  so  charged  on  books  at  actual  value  of  such  stock.    (T.  D.  2690;  art.  139.) 
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Net  income — Continued. 

Ezpenaes — Continued. 

Compensation  payments — Continued. 

In  case  of  compensation  fixed  after  services  are  rendered  and  not  in  accordance 
with  any  contract  or  any  custom  or  nractice  amounting  virtually  to  a  contract,  rea- 
sonableness is  ordinarily  the  controlling  test  of  deductibility.  (T.  D.  2696;  Apr. 
10,  1918.) 

Test  of  deductibility  in  case  of  compensation  payments  is  whether  they  are  in 
fact  payments  purely  for  serwes  or  include  some  other  element;  in  case  of  any 
compensation  which  exceeds  amounts  ordinarily  paid  for  like  services  in  like  enter- 
prises under  like  circumstances,  burden  is  upon  enterprise  to  show  that  amount 
paid  was  solely  purchase  price  of  services;  this  test  and  its  particular  application 
further  stated  and  illustrated.    (T.  D.  2696;  Apr.  10, 1918.) 

Compensation  greater  than  that  ordinarily  paid  for  like  services  in  similar  enter- 
prises must  be  shown  to  represent  payment  for  services  only.  (T.  D,  2696;  Apr. 
10,  1918.) 

Compensation  on  whatever  basis  fixed,  representing  only  the  price  paid  for 
services  pursuant  to  a  fair  bargain  made  in  advance  between  the  individual  and 
the  business  enterprise,  is  deductible  in  determining  taxable  net  income  of  the 
enterprise,    (T.  D.  2696;  Apr,  10,  1918.) 

Payments  nominally  as  compensation  for  services,  which  in  fact  include  amounts 
paid  as  dividends,  waste  of  corporate  assets,  payments  for  property,  or  for  anything 
other  than  services,  are  deductible  only  to  an  amount  not  in  excess  of  compensation 
for  like  services  in  similar  enterprises.    (T.  D.  2696;  Apr.  10, 1918.) 

r-  Current  earnings,  charges  against. 

All  expenses  including  interest,  taxes,  and  other  necessary  charges,  incidental 
and  necessary  to  creation  or  production  of  gross  income  or  properly  chargeable 
against  same,  beiiig  deductible  from  gross  income,  whether  paid  in  cash  or  entered 
on  books  as  liability,  can  not,  if  unpaid,  be  carried  forward  to  be  deducted  from 
gross  income  of  subsequent  year.    (T.  D.  2690;  art.  127.) 

Each  year's  return,  both  as  to  income  and  deductions  therefrom,  must  be  com- 
plete within  itself;  charges  against  income  can  not  be  cumulative,  but  must  be 
deducted  from  income  of  year  in  which  incurzied  or  not  at  all;  expenses,  liabilities, 
or  deficit  of  one  v^\r  can  not  be  used  to  reduce  income  of  subse()uent  vear;  deduc- 
tions must  in  all  cases  be  such  as  are  authorized  and  within  limits  fixed  by  law. 
(T.  D.  2690;  art.  127.    See  T.  D.  2433;  Jan.  8,  1917.) 

Corporation  having  right  to  deduct  all  authorized  allowances,  whether  paid  in 
cash  or  set  up  as  a  liability,  it  follows  that  if  it  does  not  within  any  year  pay  or  accrue 
certain  of  its  expenses,  interest,  taxes,  or  other  chaises,  and  muces  no  deduction 
therefor,  it  can  not  deduct  from  income  of  next  or  any  subsequent  year  any  amounts 
then  paid  in  liquidation  of  the  previous  year's  liabilities.    (T.  D.  2690;  art.  128.) 

Drawings,  models,  etc. 

WTiere  corporation  has  made  expenditures  for  designs,  drawings,  patterns,  or 
models,  representing  work  of  experimental  nature,  and  such  desi^,  etc.,  prove  to 
be  satisfactory  and  result  in  production  of  salable  goods,  they  will  be  treated  as  a 
capital  asset,  and  entire  cost  thereof,  including  experimental  and  developing  ex- 
penses, will  be  capitalized,  in  which  case  no  part  of  expenditures  will  be  included 
in  expenses  of  running  business  and  will  not  be  treated  as  deduction  from  gross 
income.    (T.  D.  2690;  art.  175.) 

Where  designs,  drawings,  patterns,  or  models,  for  which  corporation  has  made 
expenditures,  prove  to  be  unsatisfactory  and  do  not  result  in  production  of  salable 
gocKls  and  have  no  asset  value,  such  expenditures  when  chajgea  off  may  be  included 
as  loss  incident  to  business  and  as  such  deducted,  provided  corporation  in  taking 
credit  in  its  return  shall  make  full  and  complete  explanation  to  satisfaction  d 
Commissioner  of  Internal  Revenue.    (T.  D.  2690;  art.  176.) 

Live  stock  purchases. 

Cost  of  live  stock  purchased  for  resale  by  corporation  enjgaged  in  operating  plan- 
tations, stock  farms,  etc.,  is  an  allowable  deduction  under  item  of  expense.  (T.  D. 
2690;  art.  123.    But  see  T.  D.  2665.) 

Operation  and  maintenance. 

•  In  case  of  cemetery  company,  reserve  set  aside  out  of  profits  as  ^'maintenance 
fund"  is  not  deductible  from  gross  income,  and  any  accretions  to  such  fund  will 
be  held  to  be  income,  and  as  such  must  be  returned  oy  the  coq^oration;  expenses 
of  maintenance  will  be  deductible  as  paid.    (T.  D.  2690;  art.  71.) 
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Wet  ':acrip  e — Continued . 

Expenses — Continued. 

Operation  and  mainteBaaoe — Continued. 

Ejiperjtsw  of  operation  and  maintenance  aludl  include  all  expenditures  for  mate- 
Ti&l,  labor,  fuel,  and  other  items  entering  into  oest  of  goods  Dold  or  inventoried  at 
<snd  of  year,  provided  such  expenditufes  have  not  been  <^oBBidered  in  determlnin<^ 
cost  of  goods  or  materials,  or  purchases  thereof  during  year,  when  income  dcrivea 
from  operations  is  ascertained  through  inventory  and  all  other  disbursements  neces- 
sary to  operation  of  bujsiness  except  such  as  are  required  to  be  segrc^ted  and 
otated  separately  in  return;  expenditures  which  are  taken  into  account  in  deter- 
mining  cost  of  products,  finished  or  unfinished,  are  not  to  be  again  deducted  os 
expenses  of  operation  and  maintenance.  (T.  D.  2690;  art.  129.)  Modified  by  T.  Y>. 
2649  and  T.  I).-2744,  so  that  returns  may  be  made  on  baas  ef  inventories  taken 
at  cost  or  market  value,  whichever  is  lower, 

Paynkont  required. 

Where,  in  course  of  its  business,  corporation  credits  accounts  with  amounts  of 
any  expenses,  interest,  rentals,  wages,  «tc.,  -dne  them,  thereby  raaktBg  them  sub- 
j«(k  to  petBonal  drswingB  df  credatosrs,  or  if  expenses  actually  incnned  nee  v^ranheped 
in  definite  amounts,  sack  amomits  may  be  treated  as  paid,  and  iif  such  amounte  arc 
expenses  incurred  concurrently  with  and  m  production  of  inceme  of  the  vesr  they 
may  be  allowably  dedacted  therefrom;  this  rulixtf  must  not  be  cons^ea  to  allow 
:as  a  deduction  any  aocrued  charges  which  if  paid  in  cash  or  otherwise  would  not 
he  deductible,    (t.  D.  2690;  art.  126.) 

''Paid  "  or  ''actually  paid,"  within  meaaiz^  of  Title  I  of  the  act  eif  September  8, 
1916,  as  amended  by  the  act  of  October  3,  1917,  does  not  nece^arlly  contemplate 
that  there  shall  be  an  actual  disbursement  in  cash  or  its  eauivalent*  if  amount 
involved  represents  actual  expense  or  element  of  cost  in  production  of  income  of 
year,  it  will  he  proporlv  deductible  even  though  not  actually  disbursed  in  cash, 
pro^Hded  it  is  so  entered,  i^on  books  of  company  as  to  constitute  a  MabiUty  against 
Its  assets,  and  provided  further  that  income  is  returned  upon  an  accrued  basis. 
(T.  D.  2690;  art.  126.) 

jtepaixB. 

Cost  of  incidental  repoira  which  neitiker  add  to  vahie  of  property  nor  i^tpraciably 
molong  its  life,  but  keep  it  in  an  oitiinariiy  efficient  -^pisratuig  ccmdibLMi,  may  be 
deducted  as  expense,  ^vided  that  plant  or  psopeity  accoant  b  not  incresBed  hy 
amount  of  such  expenditures;  each  repains  to  ejdient  that  they  arrest  detesioration 
should  have  effect  to  reduce  depreciation  chaige  otherwise  deductihku  (T.  D. 
2690;  art,  lai.) 

Cost  of  incidental  repaira  -Decessaiy  to  keep  hnildings  erected  by  iessee cugpacation 
in  efficient  condition  lor  prnrpeees  of  thw  use  mav  be  deductsd  by  such  corpoeotion 
ns  an  expense  of  operation  and  maintenaiice.    (t.  D.  2690;  ait.  140.) 

• Uncompleted  contracts. 

Where  gross  income  of  eontiactii]^  ceipjoiatioBs,  having  nttmerous  nncomjiloted 
contracts,  which  in  some  cases  run  for  p«iod  of  y-ears,  is  arrived  at  inr  Tetunnng  as 
income  any  and  all  moneys  received  in  payment  for  completed  jo^  for  ^ear  in 
wkich  wonc  was  completed,  deduction  from  eross  inoeme  ehould  be  limited  to 
expenditures  made  nn  acronnt  of  such  completed  ccmtracts.  (T.  D.  2690;  art. 
121.) 

Faxming  corporations^  etc. 

See  subhead '^J^tacBs — ^Farmees,"  po«t. 

If,  in  case  ef  farmers',  fnait  gP9wer8%  or  like  association,  ozganised  tand  operated 
as  sales  sgent  to  market  products  >of  its  m^emhera,  aBsotmts  paid  to  members  are 
based  soieiy  upon  quantity  of  produce  furnished,  such  amounts  may  be  deducted 
from  gross  proceeds  of  sale,  and  tasa^le  net  iaoome  will  be  amount  of  earningd 
piit-aed  to  surplus,  or  distributable  amons  members  on  basis  of  their  stock  holdings. 
(T.  I).  2690;  art.  75.) 

"Money  expended  for  stock  for  hroeding  purposes  is  regarded  as  capital  invested, 
and  whore  stock  afterwards  dies  from  disease  or  injury  or  is  killed  by  order  of  the 
authorities  of  a  State  or  the  United  States,  and  cost  thereof  has  notheen  claimed  as 
an  item  of  expense  in  the  preparation  of  previous  returns,  the  amounts  so  expended, 
less  any  de|veciatioo  which  may  have  been  previously  claimed,  leas  also  an^ 
inBurance  or  indemnity  recovered,  may  be  deducted  as  a  less;  if  reimbursement  is 
made<by  a  State  or  Uini^ted  Stakes,  amount  received  ^ali  be  reported  as  income  for 
year  in  which  reimbfureement  is  mnAe.    (T,  D.  2690^;  art.  123.) 
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KTet  income — Continued. 

Faxming  corporations,  etc. — Continued. 

Th6ra  matj  he  claiiXLed  a  rciaa«a&blc  aUonvanre  Lot  d^reclalion  on  farm  buildings, 
farm  macliinery,  and  other  physJcal  prcfjerty,  rncludin<<  stock  .purchased,  for  breSl- 
in«»  purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased  for  resale 
will  be  allowed.     (T.  D.  2690;  art.  12a.) 

Ib  dete(nMiang<eoet  of  stock  for  purpose  of  ascertahoaag  dedu(sUble  lose  tJiere  shall 
he  tadbeniBtoaecOTiit  oftly  ihe  purdutse^rice  xad  sot  the  cost  of  ad^  leed,  pasturage, 
oc  cave  ishick  hae  -beon  deducted  ae  an  expense  f^  opemtieas.    (T.  D .  2690 ;  art .  123 . ) 

€eet  of-fam  macJ^incny  »  not  ^ai  aik>wml>le  dedsetaemvailem  of  acpwue,  bvtcjest 
of  ordinsry  toeia  of  «hert  life  or  InBignificftnt  cost,  «uek  «8  inuDtd  tools,  incliidixig 
shovels,  rakes,  etc.,  may  be  included  under  this  item.    (T.  D,  2690;  art.  123.) 

All  deductions  by  corpora tionfl  engaged  in  operating  plantations,  ranches,  etc., 
shall  be  based  u(poiii^LtiiQate  CKpense  incident  to  current  year  \thether  for  produc- 
tio»  of  present  or  futie  jwjars,  except  that  in  caee  wherein  corporation  is  engaged 
in  producing  crops  which  take  more  than  a  year  from  time  of  planting  to  process  of 
gatnerrng  and  disposing,  inoonie  reported  aad  expenses  deducted  should  oe  deter- 
mined upon  crop  basis.    (T.  D.  2690;  art.  12a.    See  T.  D.  2665;  Mar.  8, 1918.) 

— -  Foreign  cox^catieaiA. 

N0t  inceme  of  fore^pn  ccAcpomtkm  riiali  he  ascertaiiKed  by  dedficting  from  ^oss 
iitcoe»e  vecedved  is  thrs  country  deductions  enumeratod  in  xnc(aRe>taK  «ct,  Tmic]i 
dechrctions  shall  be  iiiitited  to  expcsidztiireB  or  duuifes  actually  incurred  in  maiatc- 
safioe  and  ofsentiooa  of  buuncBS  lira&aBcted  toA  capital  orFested  in  United  States, 
«or,  as  to  certain  cfaasges,  such  pvoportkm  of  aj^i^pwate  chaign  bb  ^^Toee  incoine  ^m 
business  done  and  capital  invested  in  United  States  bears  to  aggregate  incomo 
mthin  and  \vithout  United  States.     (T.  D.  2690;  art.  19(70 

GiltBar^ 


I>c«sfiiofifr  which  iMtisni^Gly  repreeeat -couBideBattfln  lor  benefit  ft&wbag  directly 
i^x;«Fpofa«ioiiasiEiid(lant4xf  b«ffiiH<BBn^  (T.  I>.  2fi80;  art.  1S4.) 

Donations  made  for  purposes  connected  irith  openiticm  ai  property  When  limited 
to  charitable  institutions,  hospitals,  or  educational  institirtianE,  conducted  for 
benefit  of  ca!np*oyeefl  or  t*rcir  dependents,  may  be  deducted  as  ordinary  and  neces- 
sary expense;  such  deduction  horrid,  btwrer-er,  be  reduced  by  Mry  amount  repaid 
to  corporation  by  the  employees.    (T.  D.  2690;  art.  134.) 

DoaatKoas  macLe  to  €a^k>yeefl  aad  ctiiera,  and  wbioh  do  aot  have  in  tbem  ihe  cle- 
BKikt  of  t^ompeDsatioo,  are  ccHisidered  gratuities  and  are  not  allowable  doductfions 
ifom  fftMBinQosx^  as  cxpensee  of  opQixhtian  or  maintenance  or  under  any  other  item. 
(T.  D.  2690;  art.  135.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  wben  made  in  good 
faith  and  as  additional  compensation  for  services  actually  rendered  by  employees; 
if,  when  added  to  stipulated  salaries,  thej'  do  not  exceed  a  reasonable  cninpen.«?ii- 
tion  ior  services  rcnd^ered,  ;ttiey  wrli  be  regarded  as  a  part  of  the  wag«  -or  hire  of  tiie 
employee  -and  are  deductible  as  an  ordinary-  and  necesaary  expense  of  openvti  »n 
and  maintenance.     (T.  D.  2690;  art.  138.) 

<lorp!wations,  paartneHlh^,  or  individuals  paying  ofRcars  or  ImsineaB  «nployrf  s 
a  poptKm  or  all  of  their  salaries^and  ws^s  duriRg  the  war  period  in  M^iicb  they  are  in 
the  i5::rrice  ©f  the  UirHed  States  Tnary  dedtret  the  aonnrntB  so  paid  as  ofdinii^y  and 
necessary  expanses  of  doin^  buHm-ro.    (T.  D.  9M^,  Mar.  1,  1918.  i 

Good  will. 

For  purpose  of  income  tax  good  will  is  capable  of  neither  appreciation  nor  depro- 
eisftion,  Sfud  ameimt  clfciifted  to  represent  its  decline  in  value  is -not  an  allo«wable 
•dedncticm  in  coinpirting  tax  liability  of  an  individual  or  corpoTWtion.  (T.  D.  2690; 
sort.  8.) 

Good  will  represents  value  attached  to  business  over  and  above  ^-abie  of  physical 
pTDpetty,  nnd  is  wich  an  intangible  «sMit  that  it  is  not  svbiect  to  "wear  ^and  tear,  and 
no  cloiai  for  dewvciB^n  on  aecoisnt  of  it  can  be  i^tomea;  asy  loss  rssottiiig  fmm 
or  on  accotntt  of  i»¥<eatmeBt  in  gosd  will  cftn  he  detarmiDed  conly  when  pooperty  or 
bnsiBsss  to  wtejlk  ^d  wHl  sttacbes  is  sold  or  •disposcri  of,  in  which  c^ase  profit  or 
kiss  -wM  he  4eletnsBed  vp^n  bann  of  vatee  ol  Msets  including  ^i>od  will  if  acquired 
priior  to  Mardi  1,  191S,  or  their  cost  if  acquired  aobseqiieat  to  that  date.  (T.  I). 
2690;  art.  167.) 

If  good  will  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  such  cost,  or  less  than  determined  fair  market  value  txn  of 
March  1,  tdlZ,  if  acquired  prior  to  that  date,  amount  by  which  sollii^  price  is  less 
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Good  will — Continued. 

than  cost  or  value,  as  case  may  be,  will  be  loss  deductible  from  groes  income  of  year 

in  which  such  asset  was  sold.    (T.  D.  2690;  art.  168.) 

Insurance  companies — Agency  balances. 

JxmeB  of  insurance  companies  other  than  mutuals,  but  including  mutual  life 
and  mutual  marine,  from  agency  balances  or  other  amounts  chaiged  off  as  worthless, 
and  losses  by  defalcation,  premium  notes  voided  b^  lapse,  provided  such  notes 
have  at  some  time  been  included  in  gross  income  for  income  tax  purposes,  may  be 
deducted;  otherwise,  they  will  not  be  deductible.    (T.  D.  2690;  art.  240.) 

ABcertainment. 

In  ascertaining  net  income  of  insurance  company,  for  purpose  of  tax  imposed  by 
Title  I  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3, 1917, 
the  general  provisions  contained  in  the  law  and  in  Regulations  No.  33  will  be 
observed,  except  as  modified  by  specific  legislation  or  regulation  or  regulations 
concerning  insurance  companies.    (T.  D.  2690;  art.  239.) 

Net  income  of  insurance  company  for  purpose  of  4  per  cent  tax  imposed  in  addi- 
tion to  2  per  cent  tax  is  to  be  ascertained  in  same  manner  as  directed  by  terms  of 
act  of  September  8, 1916,  except  that  for  purpose  of  4  per  cent  war  income  tax  credit 
against  net  income  is  permitted,  representing  amount  of  dividends  received  upon 
stock  or  from  net  earnings  of  any  other  corporation,  joint-stock  company  or  associa- 
tion, or  insurance  company,  which  is  taxable  upon  its  net  income  under  Title  I  of 
the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3,  1917,  (T,  B. 
2690;  art.  239.) 

Disposition  of  ledger  assets. 

For  purpose  of  ascertaining  gain  or  loss  from  sale  or  other  disposition  of  ledger 
assets  acquired  prior  to  March  1,  1913,  fair  market  price  or  value  of  such  assets  as 
of  March  1,  1913,  shall  be  basis  for  determining  such  gain  or  loss  to  be  accounted  for 
in  return  of  year  in  which  such  assets  are  sold;  if  acquired  subsequent  to  March  1, 
1913,  then  profit  or  loss  to  be  returned  or  claimed  will  be  difference  oetween  cost  and 

.  selling  price;  reinsurance  and  return  premiums  should  not  be  included  in  gross 
income  nor  in  deductions.    (T.  D.  2690;  art.  239.) 

Dividends  paid. 

None  .of  the  cash  dividends  paid  by  life  insurance  company  to  policy  holders 
which  represent  redundancy  in  previous  premium  payments  is  deductible  from 
gross  income  as  ^'sums  other  than  dividends  paid  withm  the  year  on  policy  con- 
tracts."   (T.  D.  2899;  July  24,  1919.    Ct,  Dec.) 

Expenses. 

All  onlinary  and  necessary  expenses  paid  within  the  year  in  the  maintenance 
and  operation  of  the  company  ana  its  properties  may  be  deducted  from  gross  income 
in  returns  by  insurance  companies  other  than  mutuals,  but  including  mutual  life 
and  mutual  marine.    (T.  D.  2690;  art.  240.) 

Insurance  companies,  other  than  mutuals,  but  including  mutual  life  and  mutual 
marine,  may  add  to  expenses  in  lieu  of  depreciation  of  furniture  and  fixtures,  actual 
cost  of  repairs,  replacements,  and  renewals  of  such  furniture  as  is  reported  to  State 
insurance  department,  provided  that  in  case  of  an  original  investment  cost  thereof 
shall  be  charged  to  capital  account.    (T.  D.  2690;  art.  240.) 

Interest. 

Insurance  companies  keepine  books  of  account  on  an  accrued  basis  may  deduct 
from  gross  income  in  returns  of  annual  net  income,  the  accrual  of  interest  for  ^e 
return  year  within  limits  prescribed  by  taxing  acts  when  shown  as  a  charge  against 
accrued  incpme  upon  books  of  account.    (T.  D.  2625;  Dec,  17, 1917.) 

Interest  paid  on  indebtedness  wholly  secured  by  property  collateral  the  subject 
of  sale  or  hypothecation  in  ordinary  business  of  company  as  d^er  only  in  property 
constituting  such  collateral  or  in  loaning  of  funds  thereby  produced  is  an  allowable 
deduction  m  returns  by  insurance  companies  other  than  mutuals,  but  including 
mutual  life  and  mutual  marine,  as  business  expense  to  an  amount  of  interest  paid 
on  such  indebtedness,  not  in  excess  of  actual  vidue  of  collateral  securing  it.  (T.  D. 
2690;  art.  240.) 

_ Losses. 

liosses  of  insurance  com])anie6,  other  than  mutuals,  but  including  mutual  life 
and  mutual  marine,  deductible  (other  than  policy  payments)  must  be  disdnguished 
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from  depreciation  or  allowances  for  exhaustion,  wear,  and  tear;  losses  must  be 
absolute,  complete,  actually  sustained  during  year,  and  chaiced  off  on  books  of 
company,  and. if  they  result  from  sale  of  assets  acquired  prior  to  March  1 ,  1913,  such 
losset^  shall  be  ascertained  by  taking  difference  between  fair  market  price  or  value 
as  of  March  1,  1913,  and  the  selling  price;  if  assets  were  acquired  subsequent  to 
March  1, 1913,  loss  will  be  amount  by  which  selling  price  is  less  than  the  cost;  losses 
compensated  by  insurance  or  otherwise  are  not  deductible.  (T.  D.  2690;  art.  240.) 
There  should  be  reported  as  payments  on  policies  by  insurance  companies,  other 
than  mutuals,  but  including  mutual  life  ana  mutual  marine,  all  death,  disability, 
or  other  policy  claims  (other  than  dividends)  paid  within  year,  including  fire, 
accident  and  liability  losses,  matured  endowments,  and  annuities,  payments  on 
installment  policies,  surrender  values,  and  all  claims  actually  paid  under  the  terms 
of  policy  contracts.    (T.  D.  2690;  art.  240.) 

Mutual  insurance  companies. 

Profit  or  income  to  be  returned  in  event  of  sale  or  maturity  of  capital  a««ets  ac- 
(]uired  prior  to  March  1, 1913,  should  be  determined  upon  basis  of  difference  between 
fair  market  value  of  such  assets  as  of  that  date  and  selling  price  thereof;  if  assets 
were  acquired  subsequent  to  that  date,  loss  will  be  amount  by  which  selling  price 
is  less  than  cost;  such  profit  or  income  may,  for  purpose  of  tax,  be  reduced  by 
amount  of  any  loss  resulting  from  same  source  and  ascertained  in  same  manner;  in 
no  event  can  loss  resulting  mm  sale  or  maturity  of  capital  assets  exceed  gain  within 
year  from  like  transactions.    (T.  D.  2690;  art.  242.) 

All  payments  received  in  cash  or  its  equivalent  as  rent  on  buildings  or  other 

property,  owned  or  controlled  by  company,  must  be  retumcKi  as  taxable  income, 

.  after  deducting  amount  paid  for  repairs  and  expenses,  including  taxes  (levied  for 

purposes  other  than  local  benefits)  as  has  been  expended  on  property  from  which 

rental  income  returned  was  derived.    (T.  D.  2690;  art.  242.) 

The  provision  of  section  12  (a),  paragraph  second,  of  the  act  of  September  8, 1916, 
that  certain  mutual  fire  and  mutual  employers'  liability,  and  mutual  workmen's 
compensation,  and  mutual  casualty  insurance  companies,  diall  not  return  as  income 
any  portion  of  premium  deposits  returned  to  policyholder,  but  shall  return  income 
received  from  all  other  sources  plus  due  portions  of  premium  deposits  as  are  retained 
for  purposes  other  than  payment  of  losses  and  expenses  and  reinsurance  reserves, 
embrace  all  mutual  insurance  companies  (other  than  mutual  life  and  mutual  marine 
and  companies  exempt);  interinsurance  and  reciprocal  exchanges  and  returns  of 
annual  net  income  should  be  made  on  special  form  (No.  1030A),  provided  for  that 
purpose.    (T.  D.  2690;  art.  242.) 

Mutual  marine  insurance  companies  may  include  in  deductions  amounts  repaid 
to  policyholders  on  account  of  premiums  previously  paid  by  them  and  interest  paid 
upon  such  amounts,  between  date  of  ascertainment  thereof  and  date  of  payment 
thereof,  such  amounts  and  interest  having  been  included  in  cross  income,  which 
amounts  deducted  from  gross  income  should  be  fuUy  set  forth  in  supplementary 
statement  of  return  form.    (T.  D.  2690;  art.  243.) 

i— Bepairs. 

Expenditures  for  incidental  repairs  which  do  not  add  to  value  nor  appreciably 
prolong  life  of  property  are  deductible  as  expenses  by  insurance  companies  other 
than  mutuals,  but  including^  mutual  life  and  mutual  marine,  but  expenditures  for 
new  buildings,  permanent  improvements,  or  betterments,  which  increase  value 
of  property,  or  for  restoring  or  replacing  property,  are  not  deductible;  such  expendi- 
tures are  properly  chai^eable  to  capital  account,  to  be  extinguished  through  annual 
depreciation  allowances.    (T.  D.  2690;  art.  240.) 

Taxes. 

Taxes  paid  by  companies  other  than  mutuals,  but  including  mutual  life  and 
mutual  marine,  on  value  of  their  capital  stock  outstanding  and  m  hands  of  stock- 
holders, are  not  deductible;  such  taxes  are  a  primary  liability  of  the  stockholders 
and  therefore  chaigeable  against  stockholders'  income.    (T.  D.  2690;  art.  240.) 

Insurance  premiums. 

Section  32  of  the  act  of  September  8,  1916,  providing  that  premiums  paid  for 
insurance  covering  lives  of  officers,  etc.,  interested  in  business  ol  corporation,  shall 
not  be  deducted  from  i^proes  income  of  corporation  paying  same,  applies  to  all  forma 
of  life  insurance,  premiums  upon  which  corporation  may  pay,  whether  or  not  cor* 
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porations  are  beneficiaries  of  the  insurance  policies  upon  Uie  death  ^  the  insured; 
all  rules  and  regulations  in  conflict  revokea.    (T.  D.  2690;  art.  236.) 

In  cen^uting  its  profits,  partnership  shall  xkot  deduct  .prenkiums  on  life  insurance 
policies  covering  lives  of  members  ot  partnerships,  its  employees,  'or  these  finan- 
cially iuteFestedin  the  business  or  trade  conducted  by  the  partnexship  or  otherwise. 
(T.  D.  2690;  art.  80.) 

PremicimB  paid  on  Hie  insurancs  poHcicB  covcEing  iives  of  offieera,  employees,  or 
those  &ianciaUy  interested  in  any  trade  or  businoBs,  ccnducted  by  an  individual, 
partn^ship,  corporation,  joint-stock  company  or  association,  or  insurance  company, 
shall  not  be  deaucted  in  computing  net  income  of  insurance  companies  other  l^n 
mutus^,  but  includiog  mutnal  life  and  mutual  marine.    (T.  B.  2690;  art.  240.) 

Xnfiommce  zeBerves. 

Funds  set  aside  by  corporation  for  insuring  its  own  property  are  not  a  proper 
deduction,  but  if  such  funds  are  set  aside  or  a  v&aerve  Ihexefor  is -set  frp,  any  less 
actually  sustained  and  charged  to  such  funds  or  fesorvesina¥  be  lisducted.  iT.  D. 
2690;  art  144.) 

Gorpoistionfraxui  joint^tock  compames,  IccepingiDookB  of  accmmton-accnted  basis, 
may  deduct  horn  gross  income,  in  retmne  of  annoal  net  iacome,  accrual  of  interest 
for  the  leturn  year  within  iintitB  prescribed  by  tam^  acts  whan,  shonm  as  a  chaige 
against  accmed  income  upon  the  books  <A  aocoimt.    (T.  B.  2625;  Bee.  17,  ldl7.) 

Where  bonded  or  other  indebtedness  of  leased  or  purchased  line  has 'been  assumed 
by  operating  company,  it  majr  deduct  fr(mi  its  gross  income  isrteiest  parid  on  such 
indebtednen,  moviAiA  such  mteieRt  phis  intersst  pand  on  its  own  inddortedness  is 
not  in  eoEcosB  ot  limit  fixed  by  l9?w;  in  tiiis  cnnsnt  the  ieasod  or  pwchased  line  eo  long 
as  it  has  a  •coipcsste  exirteaBce  mil  mute  netem  of  ammal  owt  iiteome,«srttiiig!oiit 
that  OB  its  cfpm  wcoimt  it  his aezther  income  nor  expeQsn^jmd  that  both^ce  1ak»n 
up  in  return  of  opemtiBg  cHnpony^  naming  it.  -  (T.  I>.  .2690;  mset.  125.) 

Under  pamgni^h  "Tbiid^'  of  sectitsa  •12(a),  act  SsptemrlMr  «,  lftl6,  nmximum 
priocipiii  upon  "mich  dedoctibile  mterest  imuy  be  oomnutefi  is  .amoust  -of  paid-up 
<»pital  fiteck  pins  one^haH  of  inteiest^bendng:  indebtednesB  ootBtandiiig  mt  close  of 
Tear;  sBmonxit  of  interest  thus  compntBd  ait  cimtactnite^iEtaclaBUy  paid  ^tfain  year. 
may  te  deducted,  or  i^accooats  aie  keBfofn  basisof  other  tium^idtUBl  jeceipts  and 
disbu2BeiD6nts,  amount  of  istenst  n(!tuauy  accru<xl  »t  contraot  rrsle,  «f  K!omputed  on 
amount  not  in  eatcess  of  xnasimnm  ptcincipal,  may  be  deducted,  ^^ea  it  is  so 
entered  on  bocdES  as  to  CGmstitatD  tiabihty  i^inat  sBBBsts,  and  ^novided  it  dees  not 
include  intorsst  on  indcbtedHess  inoronod  m  pimhase  of  fncwritieB  iaeome  imm 
which  is  not  subject  to  tax;  iu  ascertaining  maximmn  paincipal .piaf ened  stock  will 
i^  eooHdesed  as  7)aid-up  capital  stock  and  not  as  uidebtsdneas.  (T.  D.  42690; 
art.  180.) 

Fttll:aHi<mnt  crf«tock  asTeptesented  by  par  value  of  sharee  issaed  and  outstand- 
ing is  TCgBHied  -wb  psid-Tip  cupiital  istock,  exoept  wiben  aass^anble  tm  account  of  de- 
iened  pAymenks  or  ^i^n  payable  in  iisstalfaiDBntB,  in  -whicfa  case  amotmt  ac^ally 
paid  >vill  constitute  actual  paid-op  stock;  where  stock  is  issued  mthout  patr  or 
nominal  value,  paid-up  capital  stocK  for  purpose  of  arriving  at  maximum  principal, 
will  be  amoimt  of  cash  paid  into  corporation  or  cash  value  at  time  acquired  of 
Xiroperty  given  in  exchai%e  ior  sudi  stock;  wiien  there  is  no  capital  stocK,  entire 
amqmtt  of  caphal  <^ot  mcludrng  interest-bearing  indebtedbiese)  employed  an 
i^TTsrnefls  x^lus  one-halt  of  iTrterest-bearinc  indebtedness  outstanding  at  close  of  year, 
constittrtes  ma-ximum  principal  upon  wmc'h  deductible  interest ^can  be  computed. 
(T.  B.^90,'aTt.  181.) 

Capital  employed  in  business,  constituting  one  erf  tlie  elements  in  computing 
allowable  interest  deductions,  contemplates  entire  capital  paid  in  by  membcn-e  of 
company,  including  so  much  of  accumulated  surplus  as  is  actually  usDd  and  -em- 
ployed in  the  buaincss  and  properties  of  oeorposation,  but  dees  not  include  aoy  bor- 
rowed cfipitftl  or  interestHbeani^  indebtedness.    (T.  B.  2&9Q;  art.  181.) 

The  qualifying  ]9farftse^  ''outstanding  «t  the  close  of  *&•  year,"  as  used  in  pwa- 
graph  Xhml  of  section  12  of  tiie  income-tax  act,  opidies  to  paid-up  capital  stock  or 
capital  invested  and  interest-bearing  indebtedness,  which  indebtedness,  like  the 
paid-up  capital  stock  or  capital  invested,  is  required  to  be  reported  in  making 
return  of  annual  net  income,  as  outstamdinjy  at  ekwe  o!  year;  from  amount  of  invest- 
ment to  be  so  reported  there  must  be  f^minated  ail  indebtedness  incurred  in  pur- 
chase of  securities  income  from  wfrich  is  not  subject  to  tax.    (T.  B.  2890;  art.  182.) 
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Ixkdcbtednees  which  l£  to  be  Jt^ported  in  return  for  purpose  of  determining  maxi- 
mum principal  upon  which  interest  deduction  ia  to  be  cOTsptited  BhaH  mft  tnclode 
noninterest-bearing  indebtedness.    (T.  D.  2690;  art.  182.) 

Whcfic  no  indebtedness  is  0Tit9tan<iE]3^.st  close^  of  year,  nrnxiiinun  deduction  allow- 
able Will  be  amtmnt  of  rnifftest  psdd  cm  smotmt  of  indebtedness  (o^ieriban  xndebt- 
cdnesB  incnrrBd  in  pmrfaaflc  of  securities  income  fponi  which  is  exempt  'fT0in  tsK) 
not  exceeding  at  any  time  wdtlnn  year  entire  paid-^ip  capital  stock  or  capitiil  em- 
ployed in  business  oxrtstKnding  at  close  of  taxaible  year.    (T.  D.  209<^  art.  182.) 

Interest  on  bonded  or  other  indebtedness  bearing  diffeient  latea  el  interest  nxay 
foe  deducted  ircsB  groas  incctfae  diuijag  year,  f»ovided  aggregate  amount  of  indebt- 
edness on  which  iaiieieBt  ia  paid  deea  itor  exceed  limit  prescribed  by  law  and  in 
^caae  imdebtednoM  is  not  in  excess  of  amount  on  which  me  deductible  interest  may 
be  l^ally  computed;  in  such  case  indebtedness  bearing  highest  rate  may  be  first 
considered  in  computing  interest  deduction,  and  balance,  if  any,  will  be  computed 
on  indebtedness  bearing  next  lower  rate,  suid  so  on  until  interest  an  maxiasiiiii  prin- 
cipal alkpwed  has  be»  cemputed.    (T.  D.  2090;  art.  183.) 

Coipoiations  owning  projyerty  such  as  office  buildingB,  hotels,  aporfcnient  houses, 
etc.,  which  are  Btft  for  sale  in  ordiimry  btwiness  of  corporotion,  but  an  told  -pnom- 
rily  for  investment  ptrrpoaes  or  as  a  means  by  which  baeineflB  of  otupoistiaii  is 
carried  on,  and  which  are  pledged  as  security  for  mortgaged  notes  or  bonds  npon 
which  interest  is  paid,  can  not  deduct  such  interest  under  deduction  for  expense  of 
maintenance  and  operation,  but  shall  include  mrch  interest  'npymests,  subject  to 
fhe  limitation  of  the  law ,  under  regular  interest  deductions.    (T  .*  D .  2fl90 ;  art .  184 . ) 

So-oaUed  interest  on  preferred  stock,  which  is  in  reality  a  dividend  thereon,  can 
not  be  deducted  in  arriving  at  net  income;  for  purpo.«ie  of  tax,  dividends  of  what- 
ever character  can  be  paid  only  out  of  net  income,  and  net  income  ia  subject  to  the 
tax,  and  for  this  puipose  can  not  be  reduced  bj'  any  disftribtition  among  or  pa>'Bient 
to  its  stockholders.    (T.  D.  2690;  art.  185.) 

Interest  paid  pursuant  to  contourt  on  indebtedness  secirred  by  mortgage  on  real 
estate  occupied  and  used  by  corporation  in  which  corporation  has  no  eipjitv  or  to 
which  it  is  not  taking  title,  is  allowable  deduction  as  rental  charge,  payment  of  which 
is  requited  to  be  made  as  condition  to  cositcoued  me  and  possesson  of  property; 
where  coTporatitm  has  equity  in  or  is  puichaBiDg  tar  its  own  uae  leal  estate  upon 
wliich  -amm  mort^e  is  pnor  hen,  iad^btednese  wdii  be  lieki  to  be  indebtedness  of 
corporation  withm  meaning  of  kw,  and  interest  -paid  on  snch  morteage  will  bo 
deductible  only  to  extent  that,  including  interest  on  other  obligations  ofcorporatioTi, 
it  IB  within  limit  .fiated  by  law.    (T.  D.  2690;  art.  186.) 

Intefoat  calculsted  a«  betngohaM against  income  on  aceount  of  cs^tsd  or  «urpkis 
invested  in  business,  but  which  oaea  not  rCTvesent  pftyoaeoitt  on  interest-beapiiig 
obhgation,  is  not  an  allowable  deduction ;  that  is  to  -say,  interest  which  money 
would  eam  if  otherwise  invested  is  not  a  deductible  chactge.     (T.  D.  2G90;  art.  187.) 

Oar4niat  ceFtifinHeB  m<xaed  by  eqsdpment  are  obligations  of  railroad  con^pany 
fitmlka-  to  eorponcte  bonds^  etc.,  and  trastees  in  whose  names  ie^l  title  to  equip- 
ment B&mdto  are  not  anaeseciatian  witfatn  meaiong  of  Title  1  of  the  act  of  S€^u>mber 
%,  l&H,  as  .-amended  by  the  act  of  October  3,  1917,  -aad  ar^  therefore  not  taxable, 
but  th^  are,  for  pnrpoeea  of  such  tide,  a  fiscal  agent  ps^ying  oif  the  obligations,  bolli 
p  incijial  and  interest,  of  ndlroad  compamefl  with  fuiid^  appropriated  by  such  cam- 
panies;  con^paniee  m^y  nK>rtg£^e  mich  certificates  in  amount  of  bonded  or  other 
indebtednese  reported  under  item  2  of  return.  Form  1031,  ancl  interest  paid  thereon 
with  interest  on  other  obJigatione  will  be  deductible;  if  certificates  contain  provi- 
sion by  which  obligor  agrees  to  pay  portion  of  tax  iiupoficd  irpon  obligr-c,  or  rinm- 
burse  obligee  for  any  portion  of  tax,  or  pay  interest  wtthoirt  deduction  for  any  tax, 
trustees,  iu  making  interest  pa>^nent8  will,  in  absentee  of  claims  fm*  excmptirm, 
where  interest  payments  are  made  to  individuate,  withhold  normal  income  tax  on 
such  payn^nts  regardle&s  of  amount  thereof.     (T.  D.  2690;  art.  198.) 

Where  trusty  of  ainkinff  fund  have  invested  amount  of  sinking  fund  received  or 
any  portion  of  it  in  bonds  of  corporation,  and  such  corporation  pays  to  trustees  inter- 
est thereon,  the  coipoiation  will  be  permitted  to  deduct  such  interest,  provided 
amount  thus  paid,  plus  interest  on  any  other  outstanding  indebtednops,  does  not 
exceed  legal  limit;  interest  paid  to  trustees,  together  with  all  other  oaniings  bu 
investments  made  by  trustees  of  fhe  sinldng  fund,,  must  bo  included  in  ^nss income 
of  corporation.     (T.  D.  2690;  art.  lSf>. ) 

In  case  of  banks  and  banking  aiisocialioiL?,  loan  or  trust  companies,  interoRt  paid 
witliin  yeai*  on  depoiite  or  on  moneys  received  from  invc.'^tment  and  scoured  by 
iatarest-bcaring  certificates  of  indebtedness  issued  by  such  bank,  banking  associa- 
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lion,  loan  or  trust  company,  may  be  allowably  deducted  from  gross  income  of  such 
corporation.    (T.  D.  2690;  art.  190.) 

In  ascertaining  net  income  of  a  corporation  under  section  2,  paragraph  G  (b) 
(first)  of  the  act  of  October  3,  1913^  which  has  taken  title  to  real  property  subject 
to  mortgage,  but  has  not  assumed  indebtedness  secured  thereby,  interest  paid  on 
indebtedness  may  be  deducted  as  pa3rments  reqiiired  to  be  made  as  condition  to 
continued  use  or  possession  of  the  property.    (T.  D.  2787;  Jan.  31,  1919.) 

Lobbying  expenses. 

Sums  of  money  expended  for  lobbying  purposes,  promotion  or  defeat  of  le^jslation, 
and  exploitation  of  propaganda,  are  not  an  ordinary  and  necesBary  expense  in  opera- 
tion and  maintenance  of  ousiness,  and  are  therefore  not  deductible.  (T.  B.  2690; 
art.  143.) 

I«ocal  asseesments. 

Assessmentspaid  for  local  benefitsimposed  because  of  and  measured  by  some  benefit 
inuring  directly  to  property  against  which  assessment  is  le\ied,  do  not  constitute 
allowable  deduction;  such  assessments  are  not  deductible  even  though  an  incidental 
benefit  may  inure  to  the  public  welfare.    (T.  D.  2690;  art.  194.) 

Losses. 

When  corporation,  as  result  of  suit  or  otherwise,  secures  payment  for  damages 
which  it  may  have  sustained,  and  amount  of  such  payment  is  less  than  damage  sus- 
tained, or  less  than  an  amount  necessary  to  make  good  the  damage,  difference 
between  actual  amount  of  damage  sustained  and  amount  recoveried  will  be  deducti- 
ble as  a  loss.    (T.  D.  2690;  art.  94.) 

Where  shares  of  capital  stock  are  sold  at  a  discount,  amount  of  discount  is  not  a 
loss  deductible  from  operating  income.    (T.  D.  2690;  art.  97.) 

Unissued  stock  retained  by  corporation  for  purpose  of  future  sale,  ^ill  not  be  con- 
sidered treasury  stock  and  there  will  be  no  deductible  loss  if  such  stock  is  sold  at  a 
price  less  than.par.    (T.  D.  2690;  art.  98.) 

Where  buyer  of  property  of  corporation  sold  on  installment  plan,  title  passing  at 
time  of  sale,  forfeits  his  contract  and  fails  to  meet  any  of  the  payments  contracted  to 
be  made,  selling  corporation  may  deduct  from  its  gross  income  as  a  loss,  such  propor- 
tion of  defaulted  payments  as  was  previously  returned  as  gross  income.  (T.  D* 
2690;  art.  116.) 

Wliere  corporation  sells  merchandise  on  installment  basis,  title  passing  to  vendee 
at  time  of  safe,  if  pmrchaser  defaults  in  pa^nuent  and  account  becomes  uncollectible 
and  the  uncollected  balance  is  charged  off,  amounts  so  charged  off  may  be  deducted 
as  a  loss.    (T.  D.  2690;  art.  120.) 

In  sale  or  contract  for  sale  of  personal  property  on  installment  plan,  whether  or  not 
title  remains  in  vendor,  until  property  is  nilly  paid  for,  income  to  be  returned  by 
vendor  will  be  that  proportion  of  eadi  installment  whidi  eross  profit  to  be  realized 
when  property  is  paid  for  bears  to  gross  contract  price;  if,  for  any  reason,  vendee 
defaults  and  vendor  repossesses  property,  entire  amoimt  received  on  installment 
payments,  less  profit  originally  returned,  will  be  income  to  vendor  to  be  so  returned, 
for  year  in  which  property  was  repossessed.    (T.  D.  2707;  Apr.  25,  1918.) 

Deduction  for  losses  must  represent  losses  not  compensated  for  by  insurance  or 
otherwise  and  which  were  charged  off  and  actually  sustained  withinyear  as  evidenced 
by  closed  and  completed  transactions.    (T.  D.  2690;  art.  147.) 

Losses  properly  deducted  on  account  of  bad  debts  or  doubtful  accounts  are  those 
definitely  ascertained  to  have  occurred  and  which  are  charged  off  during  year  for 
which  return  is  made*  not  essential  that  debt  or  account  shall  be  proved  worthless 
by  legal  proceedings,  but  corporation  must  not  only  be  satisfied  that  debt  or  account 
is  worthless,  but  must  be  able  to  satisfy  commissioner  or  collector  that  accounts 
charged  off  were  definitely  determined  at  the  time  to  be  worthless  and  that  they  had 
not  been  recognized  as  worthless  or  without  value  prior  to  beginning  of  year  for 
which  return  is  made;  deduction  permissible  only  when  debt  or  account  is  written 
out  of  the  assets  of  the  corporation.    (T.  D.  2690;  art.  151.) 

Corporation  engaged  in  raising  and  selling  live  stock  can  not  deduct  amounts 
claimed  as  loss  on  account  of  death  of  such  stock  through  exposure  or  otherwise, 
unless  and-  to  extent  that  such  stock  was  specifically  paid  for  in  cash  or  its  equiva- 
lent; if  stock  is  raised  and  fed  upon  farm  or  range,  cost  of  feeding  and  raising  will  be 
included  as  operating  expense,  and  no  loss  of  capital  is  sustained  when  live  stock 
perishes;  if  stock  was  purchased  and  cost  thereof  was  not  charged  into  expenses  and 
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as  such  deducted  from  gross  income,  deductible  loss  will  be  actual  purchase  price 
less  any  depreciation  which  had  been  previously  charged  off-  and  deducted.  (T.  D. 
2690;  art.  154.) 

Any  amount  paid  jjursuant  to  judgment  or  otherwise  on  account  of  damages  is 
deductible  from  gross  income  to  tne  extent  of,  and  w^hen  amount  is  actually  paid, 
less  any  amount  of  such  damages  as  may  have  been  compensated  for  by  insurance. 
(T.  D.  2690;  art.  158.) 

^-^  Materials,  cost  of. 

Corporations  carrying  materials  and  supplies  on  hand  should  include  in  expenses 
the  charges  for  materials  and  supplies  only  to  amount  that  the  same  are  actually 
consumed  and  used  in  operation  and  maintenance  during  year  for  which  return  is 
made,  provided  that  cost  thereof  has  not  been  taken  into  account  in  determining 
net  income  for  any  previous  year;  if  no  record  of  consumption  is  kept  or  if  physical 
inventories  at  beginning  and  end  of  year  are  not  taken,  corporation  may  include 
in  expenses  total  cost  of  supplies  and  materials  purchased  auring  year  for  which 
return  is  made.    (T.  D.  2690;  art.  130.) 

ICerchandise  in  stock. 

Depreciation  computed  on  total  invoice  cost  of  merchandise  in  stock  is  not  an 
allowable  deduction,  except  that  if  portion  of  such  merchandise  is  unsalable  by 
reason  of  obsolescence  or  damage,  depreciation  deduction  not  in  excess  of  decline  in 
value  during.taxable  year  willbe  allowed.    (T.  D.  2690;  art.  169.) 

Reasonable  allowance  for  wear  and  tear  of  property  arising  out  of  its  use  or  em- 
ployment in  biifiinesB  or  trade  is  to  be  based  upon  cost  of  such  property  or  on  its 
fair  market  price  or  value  as  of  March  1,  1913,  if  acquired  prior  thereto;  in  absence 
of  proof  to  contrary  it  will  be  assumed  that  such  value  as  of  March  1, 1913,  is  cost  of 
property,  less  depreciation  up  to  that  date.    (T.  D.  2754;  Aug.  23, 1918.) 

Obsolescence. 

No  deduction  from  inventory  value  of  merchandise  or  material  will  be  allowed 
except  where  inventorv  includes  goods  or  materials  which,  by  reason  of  obsolescence 
or  damage,  are  unsalable;  when  such  deduction  is  claimed  facts  connected  there- 
with, including  statement  of  cost  of  goods,  value  at  which  they  were  inventoried, 
and  present  condition,  must  be  filed  with  return.    (T.  D.  2690;  art.  160.) 

Wliere  patent  becomes  obsolete  prior  to  its  expiration,  corporation  may  deduct 
from  gross  income  such  proportion  oi  its  original  cost  (less  any  amount  previously 
charged  off)  as  number  of  years  of  its  remaimng  life  bears  to  whole  number  of  years 
intervening  between  date  it  was  acquired  and  date  it  legally  expires.  (T.  D. 
2690;  art.  174.) 

Where  designs,  drawings,  patterns,  or  models,  for  which  corporation  has  made 
expenditures,  result  in  production  of  goods  which  prove  to  be  salable  for  certain 
length  of  time  and  then  become  obsolete  and  can  not  be  sold,  amount  expended  for 
Eucn  designs,  etc.,  less  any  amounts  claimed  as  depreciation  or  as  return  of  capital, 
may  be  charged  off,  be  included  in,  and  deducted  as  loss  incident  to  business,  pro- 
vided full  and  complete  information  is  reported  to  satisfaction  of  Commissioner  of 
Internal  Revenue.    (T,  D.  2690;  art.  177.) 

Amounts  representing  losses  on  account  of  obsolescence  of  physical  property 
may  be  included  as  deduction  from  gross  income  as  a  loss,  previa ea  such  amounts 
have  been  recorded  in  books  following  condenmation  ana  withdrawal  from  use  of 
the  obsolete  property;  amount  of  obsolescence  that  may  be  claimed  as  deduction 
shall  be  ascertained  by  deducting  from  cost  of  property  total  amount  previously 
claimed  and  deducted  on  account  of  depreciation,  plus  residual  value  at  time  of 
obsolescence,  or  plus  amount  received  for  sale  of  property;  obsolescence  deduction 
must  not  include  accumulated  depreciation  applicable  to  prior  vears.  (T.  D.  2690; 
art.  178.)  Deduction  should  be  based  on  value  as  of  March  1 ,  1913,  or  cost.  (T.  D. 
2754;  Aug.  23, 1918.) 

WTiere  no  depreciation  has  been  charged  off  and  deducted  from  gross  income  of 
prior  years,  amount  allowable  as  deduction  for  year  in  which  property  becomes 
obsolete  shall  be  ascertained  by  deducting  from  such  property  its  resiaual  value 
plus  amount  equal  to  depreciation  actually  sustained  aunng  the  prior  period  and 
which  might  have  been  deducted  when  computed  at  rate  applicable  to  same  or 
similar  property;  amount  of  such  depreciation  as  applicable  to  former  years  may  be 
made  basis  of  amended  returns  and  claim  for  refund  of  taxes  overpaia  by  reason  of 
fact  that  no  depreciation  deduction  was  claimed  in  those  years.    (T.  D.  2690;  art.  179.) 
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Corporatifm  diapoaing  of  patenrts  bv  sale  should  determine  profit  or  loflB  ftrlsing 
therefrom  by  computiog  difference  between  selling  price  and  tbe  cost  or  vahie 
as  of  March  1,  1913,  if  acquired  before  that  date;  apparent  profit  or  loss  shoidd  be 
increased  or  decreased,  as  case  mav  be,  by  amounts  deducted  since  Mxirch  1,  1913, 
as  return  of  capital  invested  in  sucn  patents.    (T.  D.  2690;  art.  109.) 

Owner  of  patent  mav  deduct  irom  gross  incooie  each  year  until  capital  invested 
therein  is  extinguish ea,  sum  ascertained  by  dividing  cost  of  patent  oy  number  of 
years  constituting  its  life  or  by  number  representing  years  of  its  life  remaining  after 
date  of  acquirement,     (T,  D.  2690;  art.  113.) 

Corporations  disposing  of  patents  by  sale  should  determine  profit  or  loss  by  com- 
puting difference  between  selling  price  and  vahie  as  of  March  1,  1913,  if  acquired 
prior  to  that  date,  or  between  selTins  price  and  cost,  if  acauired  subsequent  to  such 
date;  profit  or  loss  thus  ascertained  snould  be  increased  or  aecreased,  as  case  may  be, 
by  amount  deducted  on  account  of  depreciation  of  such  patents  since  March  1, 1913, 
or  since  date  of  purchase  if  acquired  after  that  date.    (T.  D.  2690;  art.  157.) 

Deduction  for  any  given  year  for  return  of  capital  inveated  in  patents  at  time  of 
issue  will  be  an  amount  equal  to  one-seventeenth  of  actual  cost,  in  cash  or  its  equiva- 
lent, of  such  patents;  where  patent  has  been  secured  from  Crovemment  its  cost  will 
be  represented  by  variocis  Govwument  fees,  coirt  of  drawings,  models,  attorney's 
fees,  etc.,  actually  paid,  but  where  patent  has  been  purchased  for  cash  consideration, 
amount  paid  therefor  would  represent  cajHta)  invested  therein;  where  payment 
for  patent  was  made  in  stocks  or  other  securities,  actual  cash  value  of  such  stock  or 
securittes  at  time  of  purchase  will  represent  coet  or  capital  invei^ed;  if  patent  was 
purchased  after  part  of  its  life  had  ezjored,  cost  lor  purpose  of  deduction  for  return 
of  capital  will  be  ratably  spread  over  remaming  years  of  its  life;  in  determining 
amount  deductible  on  account  of  eaqoiring  tile  only  actiral  cost  and  not  estimated 
value  as  of  March  1»  1913,  or  any  other  date,  will  be  canakleFed.  (T.  D.  2690;  art. 
174.) 

PeiMions. 

Amounts  paid  for  pensions  to  retired  employees  or  to  their  families  or  others 
dependent  on  them,  or  on  account  of  injuries  received  by  employees,  or  lump-sum 
amounts  paid  as  compensation  for  injuries  are  proper  deductions  as  ordinary  and 
necessary  expenses;  such  deduction  shall  be  limited  to  amount  not  compensated 
for  by  insurance  or  otherwise;  no  deduction  shall  be  made  for  contributions  to  pensbn 
fund,  resources  of  which  are  held  by  corjwration,  amount  deductible  in  siich  case 
being  amount  actually  paid  to  employee.    (T.  D.  26$0;  art.  136.) 

Public  utilities'  earnings. 

>VTiere  public  utility  constructed,  operated,  or  maintained  by  corporation  under 
contract  with  any  city.  State,  Territory,  or  the  District  of  Columbia,  agrees  that 
portion  of  net  earnings  shall  be  paid  to  such  city.  State,  Territory,  or  the  District  of 
€ohimbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as 
necessary  expense  of  transacting  business.    (T.  D.  2690;  art.  142.) 

Purchase  of  assets  of  other  corporatioBL. 

Where  one  corporation  bu  j's  assets  of  another  and  issues  direct  to  sellinff  company 
its  own  capital  stock  in  payment  for  such  assets,  if  excess  of  value  of  stock  taken  in 
payment  lor  assets  over  value  of  assets  sold,  as  of  March  1, 1913,  or  over  cost,  as  case 
may  be,  includes  any  surplus  earned  since  March  1,  1913,  upon  which  income  tax 
has  been  paid,  excess  of  profits  resulting  from  sale  may  be  reduced  by  amount  of 
such  tax-paid  surplus.    (T.  D.  2690;  art.  124.) 

Real  estate  aubdivisionB. 

Where  real  estate  corporation  purchases  tract  of  land  with  view  to  dividing  H 
into  lots  or  parcels  to  be  sold  as  such  and  lose  results  from  sale,  amount  of  loss  to  be 
deducted  will  be  ascertained  in  like  manner  as  if  gain  had  been  realized  and  will 
be  amount  by  which  selling  price  is  less  than  the  value,  as  of  March  1,  1913,  or  less 
than  the  cost,  if  acquired  subsequent  to  that  date,  as  the  case  may  be.  (T.  D.  2600; 
art.  117.) 

In  case  of  real  estate  corporatioBB  puichasiug  tract  of  land  with  view  to  dividing 
it  into  lots  or  parcels  to  be  sold  as  such,  entire  value  as  of  March  I,  191S,  or  cost,  il' 
acquired  subsequent  to  that  date^  ^all  be  equitably  apportioned  to  the  aevecal 
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lots  or  parcels  so  that  any  gain  derived  may  be  returned  as  income  for  year  in  which 
sale  was  made;  rule  contemplates  that  there  will  be  gain  or  loss  in  every  sale  and  does 
not  contemplate  that  capital  invested  in  entire  tract  shall  be  extinguished  before 
any  taxable  income  shall  be  returned;  sale  of  each  lot  or  parcel  will  be  treated  as 
separate  transaction  and  gain  will  be  accounted  for  accordingly.  (T.  D.  2690;  art. 
117.) 

Bemoval  or  demolition  of  buildings,  etc. 

See '  'Destruction  of  property  "  under  this  subhead. 

Loss  due  to  voluntary  removal  or  demolition  of  old  buildings,  scrapping  of  machin- 
ery, equipment,  etc.,  incident  to  renewals  and  replacements,  will  be  deductible  in 
amount  representing  difference  between  cost  o!  such  property  and  amount  measur- 
ing reasonable  allowance  for  depreciation  which  property  had  undergone  prior  to 
its  demolition  or  scrapping.     (T,  D.  2690;  art.  155.) 

When  corporation  buys  real  estate  upon  which  is  located  building  or  buildings 
which  it  proceeds  to  raze  with  view  to  erecting  thereon  other  building  or  buildings, 
it  will  be  held  that  corporation  has  sustained  no  deductible  loss  by  reason  of  demo- 
lition of  old  building  or  buildings;  in  such  case  it  will  be  considered  that  value  of 
real  estate,  exclusive  oi  old  improvements,  is  equal  to  purchase  price  of  land  and 
buildings.    (T.  D.  2690;  art.  156.) 

Retirement  of  bonds. 

Where  corporation,  under  terms  of  its  indenture  securing  issue  of  bonds  is  re- 
quired at  certain  specified  period  to  purchase  and  retire  certain  niunber  of  its  bonds 
and  in  doing  so  pays  more  than  par  for  the  bonds,  loss  sustained  is  allowable  as 
deduction  from  gross  income  for  year  in  which  purchase  is  made,  under  certain 
specified  conditions.    (T.  D.  2690;  art.  152.) 

Royalties. 

See  "Patents,"  under  this  subhead. 

Sale  by  subsidiary  to  parent  corporation. 

Where  subsidiary  or  other  corporation  sells  or  transfers  assets  to  parent  or  other 
corporation^  acceptmg  in  exchange  therefor  stock  or  bonds  of  purchasing  corpora- 
tion, question  of  gain  or  loss  will  be  determined  upon  basis  of  difference  between 
cost  or  market  value  of  assets  sold  and  actual  value  of  stock  or  bonds  given  in  ex- 
change therefor;  any  gain  or  loss  thus  ascertained  as  resulting  from  such  transaction 
will  be  added  to  or  deducted  from  entire  gross  income,  as  case  may  be,  of  selling 
corporation  in  year  in  which  capital  assets  were  sold.    (T.  D.  2690;  art.  119.) 

Sale  of  assets. 

In  case  of  sale  of  assets,  real,  personal,  or  mixed,  loss  will  be  difference  between 
cost  thereof  or  valae  as  of  March  1, 1913,  if  acquired  before  that  date,  and  price  at 
which  disposed  of.    (T.  D.  2690;  art.  147.) 

Shrinkage  in  securities. 

Corporation  possdssine  securities  can  not  allowably  deduct  amount  claimed  as 
loss  on  account  of  shiinicage  in  value  through  fluctuation  of  market  or  othorwiae ; 
only  loss  to  be  idlowed  is  that  suffered  when  securities  mature  or  are  disposed  of; 
in  case  of  banks  or  other  corporations  subiect  to  supervision  by  State  or  Federal 
authorities,  and  which,  in  obedience  to  orders  of  supervisory  officers,  charge  off  as 
losses  amounts  represented  as  alleged  shrinkage  in  value  of  property,  amounts  so 
charged  off  do  not  constitute  allowable  deductions;  this  applies  only  to  owners  and 
investors  and  not  dealers  in  securities,  as  to  which  see  T.  D.  2609.  (T.  D.  2G90; 
art.  148.) 

District  irrigation  bonds  generally  are  a  lien  upon  real  estate  affected  by  inifi^ix- 
tion  project,  and  until  corporation  holding  such  oonds  has  taken  necessary  action 
to  protect  its  interest  and  enforce  collection  of  such  bonds  corporation  will  not  be 
allowed  to  deduct  hce  value  or  anv  estimated  amount  supposed  to  represent  loss 
or  shrinkage  in  value  of  such  bonds;  any  estimated  shrlm^^  in  value  does  not 
constitute  loss  within  meaning  of  Title  I  of  the  act  of  Sej)tember  8, 1916,  as  amended 
by  act  of  October  3,  1917;  so  long  as  value  of  security  is  uncertain  or  unknown  loss 
can  not  definitely  foe  ascertained  and  is  therefore  not  deductible.  (T.  D.  2690; 
art.  153.) 
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Sinking-fund  reserve. 

When  corporation  sets  aside  part  of  its  earnings  to  create  sinking  fimd  with  which 
to  retire  inoebtedness,  annual  additions  to  sucn  fund  are  not  allowable  deductions 
from  gross  income  as  or  in  lieu  of  depreciation  or  on  any  other  account;  earnings 
thus  set  aside  are  an  asset,  and  any  accretion  thereto  must  be  accounted  for  as  in- 
come; ruling  will  not,  however,  forbid  deduction  or  reasonable  allowance  for  deple- 
tion of  natural  deposits  even  tnough  amoimt  so  deducted  be  used  in  whole  or  in 
part  in  payment  of  its  indebtedness.    (T.  D.  2690;  art.  166.) 

Spending  or  treating  money. 

So-called  "spending  or  treating  money,"  actually  advanced  by  corporations  to 
their  traveling  salesmen  to  be  used  by  them  as  part  of  ex{)en8e  incident  to  selling 
product  is  allowable  deduction,  but  deduction  is  conditioned  upon  satisfactory 
showing  that  all  allowance  claimed  was  actually  expended  for  and  was  an  ordinary 
and  usual  expense  incurred  in  selling  the  product  or  merchandise  of*the  corporation. 
(T.  D.  2690;  art.  133.) 

Taxes. 

Taxes  imposed  against  corporation  by  authority  of  the  United  States  (except 
income  and  excess-profits  taxes),  its  Territories,  or  any  foreign  country,  or  by 
authority  of  any  State,  county,  school  district,  municipality,  or  other  taxing  subdi- 
vision of  a  State  (not  including  those  assessed  against  local  benefits),  and  paid 
within  year  for  which  return  is  made,  are  deductible  from  gross  income  of  domestic 
corporation.    (T.  D.  2690;  art.  191.) 

Taxes  imposed  against  foreign  corporation  by  authority  of  United  States  (except 
income  and  excess-profits  taxes),  its  territories,  or  any  foreign  country,  or  by  author- 
ity of  any  State,  county,  school  district,  municipality,  or  other  taxing  subdivision 
of  a  State  (not  including  those  assessed  against  local  benefits)  and  paid  within  year 
for  which  return  is  made,  such  corporation  receiving  income  from  any  source  within 
United  States,  are  deductible  from  gross  income  received  from  such  source,  except 
that  taxes  imposed  by  a  foreign  Government  and  paid  by  a  foreign  corporation  are 
not  deductible  from  gross  income  received  by  it  from  sources  within  United  States. 
{T.  D.  2690;  art.  191.) 

Banks  paying  taxes  assessed  against  stockholders  on  account  of  ownership  of 
shares  of  stock  issued  by  such  banks  can  not  deduct  amount  of  taxes  so  paid  unless 
and  to  extent  that  laws  of  State  in  which  they  do  business  by  specific  terms  make 
tax  direct  liability  of  such  banks;  fact  that  State  laws  make  it  duty  of  banks  to  pay 
tax  does  not  necessarily  make  tax  a  liability  of  the  banks,  and  such  paym'ents  are 
not  deductible  froin  gross  income  of  such  banks;  rule  applies  only  to  taxes  levied 
upon  value  of  capital  stock,  and  is  not  intended  to  prevent  bank  from  deducting  any 
State  tax  imposed  on  value  of  corporation's  real  estate,  furniture  and  fixtures,  or  as 
an  excise  or  franchise  tax;  rule  applies  in  case  of  corporations  other  than  banks,  upon 
value  of  whose  stock  taxes  are  assessed  to  the  stocloiolders.    (T.  D.  2690;  art.  192.) 

Where  bonds  or  other  forms  of  indebtedness  are  issued  with  guaranty  that  interest 
thereon  shall  be  free  from  taxation  as  against  holder,  corporation  paying  tax  pur- 
suant to  guaranty  will  not  be  permitted  to  deduct  tax  so  paid ,  as  contract  is  not  bind- 
ing upon  or  recognized  by  Government  in  determining  tax  liability  of  corporation. 
(T.  D.  2690;  art.  193.) 

Taxes  deductible  are  those  levied  for  the  public  welfare  by  the  proper  taxing 
authorities  at  a  like  rate  against  all  property  and  territory  over  which  such  authori- 
ties have  jurisdiction,  so  that  assessments  paid  for  local  benefits,  and  other  like 
assessments,  imposed  because  of  and  measured  by  some  benefit  inuring  directly  to 
property  against  which  assessment  is  levied,  do  not  constitute  an  allowable  deduc- 
tion.   (T.  D.  2690;  art.  194.) 

Import  or  tariff  duties  levied  by  Congress  and  paid  to  proper  customs  oflScers. 
stamp  taxes,  and  all  other  taxes  (except  income  and  excess-profits  taxes)  imposed 
by  internal  revenue  laws  and  paid  to  collectors  are  deductible  as  taxes  imposed 
under  authority  of  United  States,  provided  they  are  not  added  to  and  made  a  part 
of  the  cost  of  articles  of  merchandise  with  respect  to  which  they  arc  paid,  in  wnich 
case  they  will  be  reflected  in  cost  of  merchandise  and  can  not  be  separately  deducted. 
(T.  D.  2690;  art.  195.) 

Trade-marks  and  trade  brands. 

No  deduction  will  be  allowed  for  depreciation  of  trade-marks  and  trade  brands; 
if  such  assets  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  cost  or  less  than  their  determined  fair  market  value  as  of 
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March  1, 1913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less 
than  cost  or  value,  as  case  may  be,  will  be  loss  deductible  from  gross  Income  of  year 
in  which  such  assets  were  sold.    (T.  D.  2690;  art.  168.) 

Trading  atamps,  etc. — Bedemption. 

Corporations  which  issue  trading  stamps,  coupons,  etc.,  for  puroose  of  increasing 
business,  which  stamps  or  coupons  are  redeemable  in  merchanmse,  mav  deduct, 
as  business  expense,  amount  which  such  corporations  actually  expend  for  sucli 
stamps  or  coupons,  and  also  actual  cost  of  merchandise  given  in  reoeeming  same. 
(T.  D.  2690;  art.  141.) 

Undistributed  net  income. 

All  dividends  received  in  1917,  even  though  paid  by  corporations  from  earnings 
of  previous  ^ears,  constitute  income  to  the  recipients  for  1917;  method  of  ascer- 
taining precise  rate  applicable  to  such  portions  of  dividends  received  in  1917  stated; 
taxpayers  reporting  dividends  receivea  at  other  than  1917  rates  required  to  render 
statement  showing  corporations  from  which  such  dividends  were  received,  with 
amount  of  dividend  received  from  each.  (T.  D.  2659;  Feb.  28,  1918.  See  T.  D. 
2736;  June  18, 1918.) 

Where  there  is  any  doubt  whether  earnings  of  corporation  in  1917  up  to  date  of 
dividend  payment  in  that  year  were  sufficient  to  cover  dividend  payment,  corpora- 
tion may  distribute  earning  for  accounting  period  within  which  dividend  or  divi- 
dends in  question  were  paid,  ratably  over  tne  period,  for  purpose  of  determining 
amount  of  earnings  during  period  up  to  date  of  payment;  this  decision  c^ould  bereaa 
in  connection  with  instructions  set  forth  laT.  D.  2659.  (T.  D.  2678;  Mar.  23, 1918. 
See  T.  D.  2736;  June  18,  1918.) 

In  determining  source  of  earnings  from  which  particular  distribution  is  made, 
corporation  may  treat  undivided  profits  and  surplus  of  current  year  as  reduced  by 
payments  for  income  and  excess-profits  taxes,  or  if  keeping  its  ftccounts  upon  an 
accrual  basis  by  proper  reserves  for  such  taxes,  although  sucn  payments  or  reserves 
are  not  deductible  in  computing  income  of  corporation  for  income  and  excess- 
profits  taxes.    (T.  D.  2700;  Apr.  16,  1918.    T.  D.  2736;  June  18,  1918.) 

Restrictions  as  to  distribution  of  earnings  of  previous  taxable  years  resulting  from 
presumption  that  all  current  distributions  are  from  current  earnings  do  not  apply 
to  use  of  earnings  for  investments  by  corporations;  the  acts  of  September  8,  1916, 
and  October  3,  1917,  contain  no  limitations  or  restrictions  as  to  source  from  which 
may  be  taken  earnings  used  for  this  purpose;  amounts  invested  in  obligations  of 
United  States  issued  after  September  1,  1917,  may  thus  be  treated  as  made  from 
such  earnings  as  the  corporation  may  designate.    (T.  D.  2700;  Apr.  16,  1918.) 

Every  corporation,  joint-stock  company  and  association,  and  insurance  company, 
domestic  or  foreign,  coming  within  terms  of  Title  I  of  the  act  of  September  8,  1916, 
as  amended  by  Title  XII  of  act  of  October  3,  1917,  which  was  subject  to  taxation 
upon  total  net  income  received  during  preceding  taxable  year,  is  subject  to  pro- 
visions of  section  10  (b)  added  to  act  of  September  8,  1916,  by  section  1206  of  act 
of  October  3, 1917,  which  impose  tax  upon  undistributed  net  income.  (T.  D.  2736; 
June  18, 1918.) 

Amount  of  undistributed  net  income  subject  to  10  per  cent  tax  imposed  by  sec- 
tion 10  (b)  of  the  act  of  September  8,  1916,  as  amended,  is  to  be  determined  as  of  a 
date  six  months  after  end  of  taxable  year;  changes  in  amount  of  such  undistributed 
income  after  such  date  do  not  change  amount  subject  to  such  tax;  Commissioner 
of  Internal  Revenue  has  no  authority  to  change  date  as  of  which  amount  of  undis- 
tributed net  income  subject  to  such  tax  is  determined,  either  in  case  of  taxable 
J  ear  ending  before  October  3,  1917,  or  of  any  other  taxable  year.  (T.  D.  2736; 
une  18, 1918.) 

Net  income  received  by  corporation,  joint-stock  company  or  association ^  or  in- 
surance company,  during  its  taxable  year  remains  undistributed  until  it  is  distribu- 
ted in  form  of  dividends,  whether  it  is  represented  by  liquid  assets  or  otherwise; 
income  distributed  in  form  of  dividends  is  subject  to  provisions  of  section  31  (b) 
added  to  act  of  September  8,  1916,  by  section  1211  of  act  of  October  3, 1917;  bur- 
den is  upon  corporation,  etc.,  seeking  to  establish  distribution  in  current  year  of 
profits  of  preceding  taxable  year  to  3iow  that  all  earnings  of  current  year  have 
been  first  aistribut^ ;  in  determining  source  of  earning  from  which  particular  distri- 
bution is  made  corporation  may  treat  undivided  profits  and  surplus  of  current  year 
as  reduced  by  payments  for  income  and  excess-profit  taxes,  or  if  keeping  accounts 
on  accrual  basis  by  proper  reserves  for  such  taxes.    (T.  D.  2736;  June  18, 1918.) 
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Undistributed  income  which  is  actually  invested  and  employed  in  businces  is 
not  subject  to  10  per  cent  tax  imposed  by  section  10  (b)  of  the  act  of  September  8, 
1916,  as  amended;  undistributed  income  is  used  or  employed  in  the  business  if 
invested  in  increased  inventories  or  additions  to  plant  reasonably  required  by  busi- 
ness, or  if  used  for  payment  of  income  and  excess-profits  taxee  for  taxable  year, 
provided  amounts  so  paid  are  designated  upon  books  as  made  from  income  of  such 
taxable  year,  or  if  used  to  make  good  an  impairment  of  capital  when  such  income 
is  by  law  required  to  be  so  used,  or  if  used  to  retire  whole  or  any  part  of  ci4>ital  stock, 
but  reserves  set  up  for  this  pturpose  are  neither  invested  and  employed  in  the  busi- 
ness, nor  retained  for  employment  in  reasonable  requirements  of  business;  in  case 
of  banking  institutions,  business  of  which  is  to  receive  and  loan  money,  using  capi- 
tal, surplus,  aud  deposits  for  this  purpose,  undistributed  income  actually  represented 
by  loans  is  invested  and  employed  in  die  business.     (T.  D.  2736;  Juno  18,  1918.) 

Portion  of  undistributed  net  income  which  is  retained  for  employment  in  rea- 
sonable requirements  of  business  is  not  subject  to  10  per  cent  tax  imposed  by  sec- 
tion 10  (b)  of  act  of  September  8, 1916,  as  amended;  undistributed  income  is  retained 
for  employment  in  reasonable  requirements  of  business  if  to  a  reasonable  amount 
it  is  retained  to  make  good  an  impairment  of  capital  when  such  income  is  by  law 
required  to  be  so  used,  or  in  accordance  with  contract  requirements  placed  to  credit 
of  sinking  fund  for  purpose  of  retiring  bonds  issued  by  corporation,  or  retained  for 
working  capital  reo[uired  bv  the  business;  in  case  of  banking  institutions,  bilsincs^ 
of  which  is  to  receive  and  loan  money,  using  capital,  sarplus,  and  deposits  for  this 
purpose,  such  reasonable  amounts  of  undistributed  income  as  are  retainod  for  future 
bans,  are  not  subject  to  tax.    (T.  D.  2736;  June  18,  1918.) 

Undistributed  net  income  invested  in  obligations  of  United  States,  issued  after 
September  1,  1917,  is  not  subject  to  10  per  cent  tax  imposed  by  section  10  (b)  of  act 
of  September  8,  1916,  as  amended,  but  this  is  not  true  of  obligations  issued  before 
September  1,  1917;  restrictioRB  as  to  distribution  of  eamini^  of  previous  taxable 
years  resulting  from  pl^esumption  that  all  curr^t  distributions  are  horn  cuzxent 
<«ming8  do  not  apply  to  use  of  earnings  for  investment  by  corporatioBs;  there  is  in 
the  statutes  no  limitation  or  restriction  as  to  source  from  which  may  be  taken  earn- 
ings uBod  for  this  purpose;  amounts  invested  in  obligations  of  United  States  issued 
after  September  1,  1917,  may  thus  be  treated  as  made  from  such  earnings  as  cor- 
poration may  designate.    (T.  D.  2736;  June  18,  1918} 

Under  section  10  (b)  of  the  act  of  September  8, 1916,  as  amended,  if  Sccrotary  of 
Treasury  ascertains  and  finds  that  any  portion  of  undistributed  net  income  retained 
at  any  time  for  employment  in  business  is  not  so  employed,  or  is  not  reasonably 
roonired  in  the  bu<!mea8,  it  is  subject  to  tax  of  15  per  cent;  liability  of  undistribu- 
tea  net  income  to  10  per  cent  tax  depends  upon  manner  in  which  it  is  invested  on 
date  six  months  aft^  end  of  taxable  year;  however,  status  of  income  is  not  lost  by 
investment,  but  persbts  for  possible  application  ol  15  per  cent  tax;  amounts  of 
undistributed  income  not  subject  to  10  per  cent  tax  because  of  employment  in 
business,  etc.,  becomes  subject  to  15  pa-  cent  tax  if  retained  after  such  investment, 
employment,  or  retention  for  emplovment  in  the  reasonable  requirements  of  the 
business,  has  ceased.    <T.  D.  2736;  June  18,  1918.) 

*  'The  business' '  of  a  corporation  is  not  limited  to  business  which  corporation  ^ 
has  previously  carried  on,  but  includes  any  Line  of  business  which  the  corporation 
may  legitunately  undertake.    (T.  D.  2736;  Juno  18,  1918.) 

Wlien  one  corporation  owns  stock  of  another  in  same  or  related  line  of  businoss 
and  in  effect  operates  other  corporation,  business  of  such  other  falling  within  genenil 
scope  of  powers  of  first,  that  business  may  be  in  efiect,  although  not  in  legal  form, 
business  of  first  corporation;  income  of  first  corporation  ma^f  be  put  into  second 
through  purchase  of  stock  or  otherwise,  and  might,  if  subsidiary  relationship  is 
established,  constitute  employment  of  income  in  its  own  business;  for  such  employ- 
ment to  ^1  within  exception  provided  in  section  10  (b)  of  the  act  of  September  8, 
1916,  as  amended,  it  would  be  essential  for  corporation  to  show  same  £act^  with 
reference  to  actual  utilization  of  fun<lsso  employea,  or  their  retention  for  its  reason- 
able requirements  which  it  would  be  ncessary  for  corporation  to  show  with  reference 
to  funds  employed  or  retained  directly  by  it.    <T.  D.  273G;  June  18, 1918.) 

Investment  by  corporation  of  iiu^ome  in  securities  of  another  corporation  is  not, 
without  more,  to  be  re^^mied  as  employment  for  the  income  in  '^tho  business''; 
business  of  one  corporation  may  not  be  resarded  as  including  business  ol  another 
within  meaning  of  exception  in  section  10  (b)  of  act  of  September  8, 1916,  as  amended 
unless  other  corporation  is  mere  instrumentality  of  first;  to  establish  this  it  is  ordi- 
narily essential  that  first  corporation  own  all  of  the  stock  of  the  second.  {T.  D. 
2736;  June  18,  1918.) 
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iimount  of  income  subject  to  10  per  cent  tax  imposed  by  section  10  (b)  of  act  of 
September  8,  1016,  as  amended,  is  to  be  ascertained  by  deducting  from  total  not 
income  received  auring  taxable  year  as  determined  for  jjurposes  of  annual  tax 
imposed  by  section  10  (a),  \viiich  remains  undistributed  six  months  after  end  of 
such  taxable  year,  (1)  amount  of  any  income  taxes  imposed  by  authority  of  United 
States  paid  by  coiporation  ^thin  such  taxable  year  for  income  of  that  year,  (2) 
such  part  of  undmributed  income  as  is  actually  invested  and  employea  in  the 
business,  or  (3)  ia  retained  for  employment  in  the  reasonable  requirements  of  the 
business,  or  (4)  is  invested  in  obligations  of  United  States  issued  atter  September  1, 
1917;  if  taxable  year  began  on  or  after  January  1,  1917,  remainder  is  amount  upon 
which  tax  is  assessed,  but  if  taxable  year  began  before  January  1,  1917,  proportion 
of  such  remainder  which  period  between  January  1,  1917,  and  end  of  such  taxable 
year  bears  to  whole  of  such  taxable  year  is  amoxmt  upon  which  tax  is  assessed; 
income  received  before  beginning  of  taxable  year  ending  in  1917  is  not  subject  to 
tax  oven  though  remaining  undistributed  six  months  after  end  of  such  taxable  year. 
(T.  D.  2736;  June  18,  1918.) 

In  determining  amount  of  net  income  of  taxable  year  **  remaining  undistributed  " 
fiix  months  after  its  close,  and  not  "invested  and  employed  in  the  business,"  there 
may  be  subtracted  the  amount  of  contributions  properly  made  for  charitable  or 
war  purposes.    (T.  D.  2763;  Oct.  21,  1918.) 

In  determining  amount  of  net  income  of  taxable  year  *'  remaining  undistributed  " 
six  months  after  its  close,  and  not  "invested  and  employed  in  the  business,*'  there 
may  in  general  be  subtracted  the  amount  of  any  interest  paid  by  corporation  but 
now  allowed  to  be  deducted  for  income  tax  purposes.     (T.  D.  2763;  Oct.  21,  1918.) 

Corporation  unable  to  show  by  tracing  into  particular  assets  or  into  decrease  of 
particular  liabilities,  the  employment  of  undistributed  not  income  in  the  business, 
may  claim  benefit  of  what  may  be  shown  by  balance  sheet  for  date  of  expiration  of 
six  months  after  taxable  year,  or  by  a  comparative  balance  sheet  as  i»>ecifically 
indicated.    {T.  D.  2763;  Oct  21, 19180 

Where  resort  is  made  to  balance  sheet  in  effort  to  show  eniployment  in  business 
of  all  undistributed  net  income  of  taxable  year  or  its  retention  for  reasonable  require- 
ments of  business,  net  income  for  six  months  after  taxable  year  is  necessarily  to  be 
taken  into  account  and  it  must  be  shown  that  undistributea  net  income  of  taxable 
year  as  well  as  undistributed  net  income  of  the  six  months  is  so  employed  or 
retained.     (T.  D.  2763;  Oct.  21,  1918.) 

While  corporation  retains  profits  without  distributioii  of  dividends,  it  may  retain 
them  in  such  form  as  it  may  elect,  but  when  distribution  is  made  it  most  be  treated 
as  made  from  most  recent  profits  or  surplus  regardless  of  any  previous  designation 
of  any  portion  of  such  earnings  for  investment  purposes.     (T.  I>.  2768 ;  Oct  21 ,  1918. ) 

Dfwignation  of  investment  of  earnings  in  obligations  of  the  United  States  issued 
subsequent  to  September  1,  1917,  may  serve  to  prevent  application  of  additional 
tax  of  10  per  cent  to  amount  so  invested,  but  does  not  wairant  disregarding  the 
amount  of  net  income  for  taxable  year  so  invested  in  determining  profits  cr*  surplus 
from  which  any  dividends  may  be  distributed.    (T.  D.  2763;  Oct  21,  1918.) 

Payment. 

See  "Collection  and  payment,"  anu, 
PenaltifiB — ^Delay  in  filing  returns. 

In  case  of  failure  to  make  and  file  return  within  prescribed  time  or  within  period 
of  extension  granted  by  collector,  Commissioner  of  internal  Revenue  shall  add  to  the 
tax  50  per  cent  thereof,  except  that  where  a  return  is  voluntarily  filed  after  due 
date  witbout  notice  from  collector,  and  it  is  shown  that  delinquency  was  due  to 
reasonable  cause  and  not  to  willful  neglect,  no  such  addition  shall  be  made  to  the 
tax;  collector  must  noto  on  return  that  it  was  voluntarily  filed,  and  will  procure 
from  corporation  statement,  under  oath,  setting  out  cause  for  delay,  and  if  such 
cause  is  found  to  be  reasonable,  50  per  cent  addition  will  not  be  made;  exemption 
from  50  per  cent  additional  tax  does  not  necessarily  relieve  corporation  from  lialulity 
to  specific  penalty  of  not  to  exceed  $10,000.    (T.  *D.  2690;  art.  225.) 

The  time  "prescribed  by  the  collector,"  as  used  in  section  3176,  set  out  under  sec- 
tion 16  of  the  income-tax  act,  relates  to  an  extension  of  time,  net  exceeding  30  days 
from  normal  due  date,  on  or  before  which  return  is  required  to  be  filed;  that 's  to 
2ay,  if  upon  application  by  a  corporation  an  extension  is  granted  by  the  collector, 
return  must  be  filed  on  or  before  last  day  of  exteiMied  period;  otherwise  the  50  per 
cent  tax  will  be  added,  subject  to  the  provi^ons  of  said  section  3176.  (T.  D.  2690; 
art.  228.) 
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Disclosure  of  retums. 

Disclosure  by  collector,  deputy  collector,  agent,  clerk,  or  other  officer  or  em- 
ployee of  the  United  States  to  any  person  not  legally  authorized  to  receive  same^  of 
any  information  whatever  contained  in  or  set  forth  by  any  return  of  annual  net  in- 
come made  pursuant  to  the  law,  is,  by  the  act,  made  a  misdemeanor,  and  is  punish- 
able by  fine  not  exceeding  $1 ,000,  or  bv  imprisonment  not  exceeding  one  year,  or  botli 
in  discretion  of  the  court,  and  if  off  ender  is  an  officer  or  employee  of  the  United  States 
he  shall  be  dismissed  and  be  incapable  thereafter  of  holding  any  office  under  the 
United  States  Government.    (T.  D.  2690;  art.  229.) 

-^—  Fraudulent  retums. 

Any  person  or  officer  of  any  corporation  required  by  law  to  make,  render,  sim,  or 
verify  any  return  who  makes  any  false  or  fraudulent  return  or  statement  with  the 
intent  to  defeat  or  evade  the  assessment  required  by  Parts  II  and  III  of  Title  I  of  the 
act  of  September  8, 1916,  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined  not  ex- 
ceeding $2,000,  or  be  imprisoned  not  exceeding  one  year,  or  both,  at  the  discretion 
of  the  court,  with  costs  of  prosecution.    (T.  D.  2690;  art.  232.) 

In  case  false  or  fraudulent  return  is  willfully  made  100  per  cent  of  amount  of  tax 
shall  be  added  thereto;  corporations,  officers  thereof,  and  other  individuals,  required 
to  make,  render,  sign,  or  verify  returns  of  corporations,  are  subject  to  specific  penal- 
ties provided  by  law  for  making  false  or  fraudulent  retums.  (T.  D.  2736;  June  18, 
1918.) 

Nonpayment  of  tax. 

Upon  failure  to  pay  tax  when  due  and  for  10  days  after  notice  and  demand ,  penalty 
of  5  per  cent  of  amount  of  tax  unpaid  and  interest  at  rate  of  1  per  cent  per  month 
until  paid  shall  be  added  to  amount  of  tax,  and  to  amount  assessable  on  basis  of  net 
income  there  shall  be  added  50  per  cent  in  case  of  refusal  or  n^lect  to  make  return, 
and  100  per  cent  in  case  of  false  or  fraudulent  return,  and  corporation  so  offending 
shall  be  liable  to  specific  penalty  not  exceeding  $10,000.    (T.  D.  2690;  art.  231.) 

If  tax  assessed  on  undistributed  net  income  by  section  10  (b)  of  the  act  of  Sep- 
tember 8,  1916,  as  amended,  is  not  paid  within  10  da>^  after  date  of  notice  and 
demand  therefor,  collector  must  collect  said  tax  with  penalty  of  5  per  cent  addi- 
tional upon  amount  thereof  and  interest  at  rate  of  1  per  cent  a  month.  (T.  D.  2736; 
June  18,  1918.) 

Befusal  or  neglect  to  file  return. 

Limitation  of  penalty  for  refusal  or  n^lect  by  section  18  of  the  act  of  September 
8, 1916,  as  amended,  to  $1,000,  is  enlarged  as  to  corporations  by  section  14  (c)  of  that 
act,  to  $10,000,  so  that  as  to  corporations,  the  penalty  for  delinquency  or  fraud  is  not 
less  than  $20  nor  more  than  $10,000,  and  each  officer  of  the  corporation  required  to 
render,  sim,  or  verify  any  return,  who  makes  any  false  or  fraudulent  return  or  state- 
ment, will,  in  addition  to  a  payment  by  the  corporation,  be  subject  to  prosecution 
and  on  conviction  to  fine  not  exceeding  $2,000  and  imprisonment  not  exceeding  1 
year,  or  both,  in  discretion  of  court,  with  costs  of  prosecution.    (T.  D.  2690;  art.  M.) 

In  case  of  any  failure  to  make  and  file  return  within  time  prescribed  by  law,  50 
per  cent  of  amount  of  tax  shall  be  added  thereto,  except  that  when  return  is  volun- 
tarily and  without  notice  from  collector  filed  after  such  time,  and  it  is  shown  that 
failure  to  file  it  was  due  to  reasonable  cause  and  not  to  willful  neglect,  no  such  addi- 
tion shall  be  made  to  the  tax;  corporations,  officers  thereof,  and  other  individuals 
required  to  make,  render,  sign,  or  verify  retums  of  corporations,  are  subject  to  spe- 
cific penalties  provided  by  law  for  refusal  or  neglect  to  make  such  retums.  (T.  D. 
2736;  June  18,  1918.) 

Bate  of  taxation. 

The  normal  tax  under  act  September  8, 1916,  is  2  per  cent  on  net  income  from  all 
sources,  while  under  act  October  3,  1917,  it  is  4  per  cent  on  net  income  from  all 
sources  except  dividends  from  corporations  whose  income  is  subject  to  income  tax, 
BO  that  except  as  to  dividends  (which  as  income  to  corporations  are  subject  to  income 
tax  at  rate  of  2  per  cent  only),  the  combined  normal  tax  on  income  of  corporations 
is  6  per  cent.    (T.  D.  2690;  art.  3.) 

Under  Parts  II  and  III  of  Title  I  of  act  September  8,  1916,  as  amended,  every 
corporation,  joint-stock  companv,  or  association  or  insurance  company  organized 
in  the  United  States,  no  matter  now  created  or  organized,  except  those  specifically 
exempt  under  section  11  of  such  title,  shall  be  subject  to  pay  annually  an  income 


Digitized  by  VjOOQIC 


INCOME  TAXES    (COBPORATIONS).  345 
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tax  of  2  per  cent  upon  the  entire  net  income  received  during  the  preceding  calendar 
or  Hscal  year,  as  case  may  be.    (T.  D.  2690;  art.  55.) 

Under  section  10  of  Title  I  of  act  September  8,  1916,  as  amended,  a  tax  of  2  per 
cent  shall  be  levied,  assessed,  collected,  and  paid  annually  upon  total  net  income 
received  in  preceding  calendar  year  from  all  sources  within  United  States  by 
every  corporation,  etc.,  organized,  authorized,  or  existing  under  laws  of  any  foreign 
country.    (T.  D.  2690;  art.  64.) 

Under  Title  I  of  act  October  3,  1917,  an  additional  tax  of  4  i)er  cent,  known  as 
war  income  tax,  is  imposed  on  net  income  of  corporations  organized  in  the  United 
States,  except  that  for  purpose  of  assessment  of  the  additional  4  i>er  cent  tax  net 
income  of  such  corporations  shall  be  credited  with  dividends  received  from  other 
corporations  subject  to  tax  under  act  September  8,  1916,  as  amended,  and  act 
October  3,  1917.    (T.  D.  2690;  art.  56.) 

The  additional  tax  of  4  per  cent  on  net  income  imposed  by  act  October  3,  1917, 
shall  apply  to  foreign  corporations  in  same  manner  as  in  case  of  domestic  corpora- 
tions, except  that  it  shall  apply  only  to  income  received  from  sources  within  UnitcKi 
States.    (T.  D.  2690;  art.  65.) 

Rate  imposed  by  Title  I  of  the  act  of  September  8, 1916,  2  per  cent,  shall  apply  to 
total  net  income  received  by  every  taxable  corporation,  joint-stock  company  or 
association,  or  insurance  company,  in  calendar  year  1916  and  in  each  year  there- 
after, except  that  if  it  has  fixed  its  own  fiscal  year  under  provisions  of  existing  law, 
such  rate  shall  applv  to  proportion  of  total  net  income  returned  for  fiscal  year  ending 
prior  to  December  31, 1916,  which  the  period  between  January  1,  1916,  and  end  m 
such  fiscal  year  bears  to  whole  of  such  fiscal  year;  rate  of  1  per  cent  shall  apply  to 
remaining  portion  of  total  net  income  relumed  for  such  fiscal  year.  (T.  D.  2690; 
art.  82.) 

For  purpose  of  4  per  cent  additional  tax  imposed  by  act  of  October  3, 1917,  in  case 
of  corporation  making  return  on  basis  of  its  own  fiscal  year  other  than  calendar  vear, 
such  tax  for  fiscal  ^ear  ending  during  calendar  year  1917,  shall  be  levied  only  on 
that  proportion  of  its  net  income  (less  dividends  received)  which  period  from  Jan- 
uary 1, 1917,  to  end  of  fiscal  year,  bears  to  entire  fiscal  year;  if  last  previous  return 
was  made  for  period  ended  December  31, 1916,  and  return  is  made  for  fiscal  period 
ended  with  last  day  of  some  month  in  1917,  tax  will  be  computed  on  entire  net  in- 
come so  returned;  also  in  case  of  new  corporation  making  return  for  period  from 
date  of  organization  to  close  of  calendar  year,  tax  will  be  computed  on  entire  net 
income  so  returned.    (T.  D.  2690;  art.  82.) 

Corporation  declaring  and  paying  dividends  out  of  a  surplus  of  earnings  accumula- 
ted over  a  period  of  years,  should  make  record  in  its  books  of  amount  of  dividends 
paid  out  of  each  year's  undistributed  surplus  or  profits  and  advise  stockholders 
accordingly,  in  order  that  dividends  received  by  them  may  be  taxed  at  respective 
rates  prevailing  during  years  in  which  surplus  or  profits  so  distributed  were  earned; 
provisions  of  subdivision  (b)  of  section  31  do  not  apply  to  distributions  made  prior 
to  August  6, 1917,  out  of  earnings  or  profits  accrued  prior  to  March  1,  1913.  (T.  D. 
2690;  art.  107.  See  T.  D.  2659,  Feb.  28,  1918;  T.  D.  2734,  June  17,  1918;  T.  D. 
2740,  June  24, 1918.) 

Refund  claims. 

See  "Claims." 
Begulations  published. 

Regulations  No.  33,  governing  collection  of  income  taxes  imposed  by  act  of  Sep- 
tember 8,  1916,  as  amended  by  act  of  October  3,  1917,  published.    (T.  D.  2690.) 

Retroactive  operation  of  act. 

The  retroactivity  of  the  act  of  October  3, 1913,  to  March  1, 1913,  a  date  not  prior  to 
the  adoption  of  the  16th  amendment  to  the  Constitution,  is  permissible.  (T.  D. 
2731;  June  11,  1918.    Ct.  Dec.) 

An  income  tax  may  be  and  was  imposed  by  retrospective  law.  (T.  D.  3043; 
July  2,  1920.    Ct.  Dec.) 

Returns— Absence  of  officer. 

Absence  of  one  or  more  ofl&cers,  at  time  return  is  required  to  be  filed,  will  not  be 
accepted  as  reasonable  cause  for  failure  to  file  return  within  prescribed  time,  unless 
it  is  satisfactorily  shown  that  there  were  no  other  principal  officers  available  and 
sufiiciently  informed  as  to  affairs  of  corporation  to  make  and  verify  return.  (T.  D. 
2690;  art.  223.) 
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Each  corporation  should  carefully  prepare  return  bo  as  to  fully  and  clearly  set 
forth  data  therein  called  for;  impedect  or  incorrect  returns  will  not  be  accepted  as 
meeting  requirements  of  law.    (T.  D.  2690;  art.  216.) 

Affiliated  corporations. 

Where  affiliated  corporation  lias  made  its  income  tax  return  on  basis  of  taxal^lc 
yeiiT  different  from  that  on  basis  of  which  consolidated  excess  profits  tax  return 
m  which  it  is  included  has  been  made  under  provisions  of  articles  77  and  78  of 
Regulations  No.  41  and  of  T.  D.  2662,  amended  income  tax  return  may  be  made 
on  oasis  of  same  taxable  year  as  consolidated  return,  even  though  notice  was  not 
given  within  time  prescribed  in  articles  211  and  215,  inclusive,  of  Regulations 
No.  33,  revised;  in  such  case  amended  income  tax  return  ahaU  also  be  made  for 
any  unaccounted-for  portion  of  the  corporation's  taxable  year.  (T.  D.  2805;  Mar. 
14,  1919.) 

Where  corporation  discovers  expenses  or  liabilities  which  were  due  and  payable 
during  preceding  year,  it  may  make  amended  return  for  year  to  which  suck  expense 
or  liabilitv  apphes,  include  such  expense  in  deductions  of  that  year,  and  file  claim 
for  refund  for  any  taxes  overpaid  by  reason  of  failure  to  deduct  such  expense  or 
liability  in  origiiial  return  of  that  year.    (T.  D.  2690;  art.  128.) 

' Change  of  corporate  name. 

Where  business  was  continuous  throughout  year,  no  change  in  managemeoi  or 
operation  other  than  change  in  name  of  corporation  faia\ing  occurred,  return  diould 
be  made  covering  business  transacted  throughout  the  year,  such  return  to  be  made 
by  coipozation  in  name  which  it  bears  at  end  of  year,  with  notation  on  return  that 
name  had  been  changed,  ^ving  both  old  and  new  names;  if,  however,  distinctly 
new  corporation  was  orgamzed  to  take  over  property  of  old,  both  coiporation  will  be 

.    required  to  make  separate  returns,  covering  periods  of  year  during  which  they  wcro 
respectively  in  charge  of  business.    (T.  D.  2690;  art.  206.) 

CompleteneaB. 

Each  year's  return,  both  as  to  income  and  deductions  therefrom,  must  be  complete 
within  itself;  charges  against  income  can  not  be  cumulative,  but  must  be  deducted 
from  income  of  year  in  which  incurred  or  not  at  all;  expenses,  liabilities,  or  deficit 
of  one  year  can  not  be  used  to  reduce  income  of  subsequent  year;  deductions  must 
in  all  cases  be  such  as  are  authorized  and  within  limits  fixea  by  law.  (T.  D.  2690; 
art.  127.) 

Copies. 

When  assessments  shall  have  been  made  returns  shall  be  filed  in  office  of  com- 
missioner and  shall  constitute  public  records,  subject  to  inspection  upon  order  of  the 
President,  under  rules  and  regulations  prescribed  by  the  Secretary  of  the  Treasury 
and  approved  by  the  President;  copies  of  returns  on  file  in  commissioner's  office 
may  not  be  sent  to  a,ny  person,  except  corporation  itself  or  to  its  duly  authorized 
attorney;  duly  authonzed  attorney  for  tins  purpose  is  one  poasesaing  properly 
executed  p^wer  of  attorney  in  writing  by  corporation,  which  designation  shall  be 
signed  by  two  officers  of  corporation  and  bear  tne  impress  of  the  seal.  (T.  D.  2690; 
art.  226.) 

At  request  of  Attorney  General  or  a  United  States  district  attorney,  certified 
copies  of  returns  may  be  made  by  Commiflsioner  of  Internal  Revenue  and  delivered 
to  United  States  district  attorneys  for  use  as  evidence  in  prosecution  or  defense  of 
suits  in  which  collection  or  legality  of  income  tax  assessed  on  basis  of  such  returns  is 
involved,  or,  by  special  permission  of  Secretary  of  the  Treasurv,  such  certified  copies 
of  returns  may  be  furnished  as  e\ddence  in  any  suit  to  which  United  States  Govern- 
ment and  the  coiporation,  etc.,  makinff  returns  are  parties,  or  as  evidence  before  any 
United  States  grand  jury,  and  in  which,  in  opinion  of  Attorney  General,  such  certi- 
fied copies  would  constitute  material  evidence.     (T.  D.  2690;  art.  227.) 

Original  income  return  or  copy  thereof  may  be  furnished  by  Conrnussioner  to 
United  States  attorney  for  use  as  evidence  before  United  States  grand  jury  or  in 
litigation  in  any  court,  where  the  United  States  is  interested  in  the  result,  or  for 
use  in  preparation  for  such  litigation,  or  to  attorney  connected  with  Department 
of  Justice  designated  by  Attorney  General  to  handle  such  matters  if  and  wheu 
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Attorney  General  states  to  Commissioner  in  writins  that  such  attorney  is  so  desig- 
nated; return  of  copy  thereof  thus  furnished  must  oe  limited  in  U3e  to  purpose  for 
which  furnished  and  is  under  no  conditions  to  be  made  public,  except  where  pub- 
licity necessarily  results  from  such  use;  where  original  return  is  necessary,  it  shall 
be  placed  in  evidence  by  the  Commissioner  for  that  purpose,  and  after  being  placed 
in  evidence  it  shall  be  returned  to  files  in  office  of  Commissioner  in  Washington; 
original  return  will  be  furnished  only  in  exceptional  cases,  and  then  only  when 
it  18  made  to  appear  that  ends  of  justice  may  otherwise  be  defeated;  neitlier  the 
original  nor  a  copy  desired  for  use  in  litigation  where  United  States  Government 
is  not  interested  and  where  such  use  might  result  in  making  public  the  information 
contained  therein  will  be  furnished,  except  as  otherwise  proWded  in  the  next 
succeeding  paragraph.    (T.  D.  2962;  Jan.  7,  1920.) 

Copy  of  income  return  may  be  furnislied  by  the  Commissioner  to  person  who 
made  the  return  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to 
his  executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bank- 
ruptcy, ^ardian,  or  similar  legal  custodian,  to  the  receiver  or  other  custodian 
upon  written  application  for  same,  accompanied  by  satisfactory  evidence  that 
applicant  comes  within  this  provision;  "person  who  made  the  return,**  as  herein 
us&d,  refers  in  case  of  an  individual  return  to  the  individual  whose  return  is  desired, 
and  in  cue  ol  return  of  corporation,  etc.,  or  fiduciary,  to  the  corporation,  etc.,  or 
fiduciary,  a  copy  of  whose  return  is  desired;  corporation  may  also  designate  officer 
or  individual  to  whom  copy  made  by  corporation  may  be  furnished,  and  upon 
sufficient  evidence  of  such  action  and  of  identity  of  officer  or  individusd,  copy 
may  be  furnished  to  such  person;  copy  of  partnership  return  will  be  furnished 
to  partners  only  in  case  all  the  partners  join  in  the  request  therefor,  and  if  partner- 
ship has  been  dissolved  the  members  surviving  may  be  furnished  a  copy  it  all  the 
members  surviving  join  in  the  request.    (T.  D.  2962;  Jan.  7,  1920.) 

Disdostire. 

Copies  of  returns  on  file  in  Commissioner's  office  may  not  be  sent  to  any  person, 
except  corporation  itself  or  to  its  duly  authorized  attorney;  duly  authorized  attorney 
for  this  purpose  is  one  possessing  properly  executed  power  of  attorney  in  writing  by 
corporation,  which  designation  shall  be  signed  by  two  officers  of  corporation  andboar 
impraas  o<  the  seal.    (T.  D.  2690;  art.  226.) 

Disclosure  by  collector,  deputy  collector,  agent,  clerk,  or  other  officer  or  employee 
of  the  United  States  to  any  person  not  legally  authorized  to  receive  same,  of  any  in- 
formation whatever  contained  in  or  set  forth  by  any  return  of  annual  net  income 
made  pursuant  to  the  law,  is,  by  the  act,  made  a  misdemeanor,  and  is  punieliable  by 
fine  not  exceeding  $1,000,  or  by  imprisonment  not  exceeding  one  year  or  both,  in 
discretion  of  the  court,  and  if  offencler  is  an  officer  or  employee  of  the  United  States 
he  shall  be  dismissed  and  be  incapable  thereafter  of  holding  any  office  under  the 
United  States  Government.    (T.  D.  2690;  art.  229.) 

When  assessments  shall  have  been  made  returns  shall  be  filed  in  office  of  Commis- 
sioner and  shall  constitute  public  records,  subject  to  inspection  upon  order  of  the 
President,  under  rules  and  regulations  prescribed  by  the  Secretary  of  the  Treasury 
and  approved  by  the  President;  cq>ies  of  returns  on  file  in  Commissioner's  office 
may  not  be  sent  to  any  person,  except  corporation  itself  or  to  its  duly  authorized 
attorney;  duly  authorizea  attorney  for  this  purpose  is  one  possessing  properly  exe- 
cuted power  of  attorney  in  writing  by  corporation,  which  designation  shall  be 
signed  oy  two  officers  of  corporation  and  bear  the  impress  of  the  seal.  (T.  D.  2690; 
art.  228.) 

Proper  officers  of  State  imposing  income  tax  are  entitled  as  of  right  upon  request 
of  itn  governor  to  have  access  to  income  and  profits  tax  returns  of  corporation,  etc., 
or  to  abstract  thereof,  showing  its  name  and  income;  proper  officers  in  this  connec- 
tion are  only  those  officers  of  the  State  charged  with  enforcement  of  the  State  income 
tax  law  and  who  are  to  use  the  information  gained  by  the  access  only  in  connection 
with  such  enforcement;  contents  of  request  or  application  of  governor,  \diich  must 
be  in  writing,  signed  by.  him  under  the  seal  of  nis  State,  and  be  addressed  either 
to  the  Secretary  of  the  Treasury  or  to  the  CommisBioner  of  Internal  Revenue,  stated  * 
access  dudl  be  given  only  in  the  office  oi  the  CommisBioner,  and  the  officers  designated 
by  the  governor  will  not  be  permitted  to  name  another  person  to  examine  the 
returns  or  abstracts  for  them,  and  the  officers  designated  will  be  given  access  only  to 
returns  of  those  corporations,  etc.,  organirod  and  doing  business  in  their  State. 
(T.  I>.  2962;  Jan.  7,  1920.) 
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Return  of  corporation  shall  be  open  to  inspection  by  officers  and  employees  of 
Treasury  Department  whose  official  duties  require  such  inspection  and  by  the 
Soli*  iter  of  Internal  Revenue;  upon  satisfactory  evidence  of  identity  and  official 
position,  by  the  president,  vice  president,  secretaiy,  or  treasurer  of  such  corporation, 
or,  if  none,  its  principal  officer;  and  by  a  stockholder  of  such  corporation  under 
certain  circumstances.    (T.  D.  2961;  Jan.  7, 1920.) 

Stockholder  of  record  owning  1  per  cent  or  more  of  the  stock  of  the  outstanding 
stock  of  a  corporation  ma^  be  permitted  to  inspect  its  return;  permission  will  only 
be  granted  upon  application  in  writing  to  Commissioner  accompanied  by  affidavit 
showing  certain  facta;  this  privilege  oi  inspection  is  personal  and  will  be  granted 
only  to  the  stockholder.     (T.  D.  2961;  Jan.  7, 1920.) 

A  person  who,  under  the  regulations,  is  permitted  to  inspect  a  return  may  make 
and  take  copy  thereof  or  memorandum  of  data  containea  therein.  (T.  D.  2961; 
Jan.  7,  1920.) 

Written  statement  filed  with  Commissioner  designed  to  be  supplemental  to  and 
to  become  part  of  tax  return  shall  be  subject  to  same  rules  and  regulations  as  to 
inspection  as  are  tax  returns  themselves.     (T.  D.  2961;  Jan.  7, 1920.) 

Except  as  otherwise  provided.  Commissioner  may,  in  his  discretion,  upon  written 
application  setting  forth  fully  reasons  for  request,  grant  permission  for  inspection 
of  returns;  application  will  be  considered  by  Commissioner  and  decision  reached 
by  him  whetner  applicant  has  met  conditions  imposed  by  regulations  and  whether 
reasons  advanced  tor  permission  to  inspect  are  sufficient  to  permit  the  inspection; 
such  written  application  is  not  required  of  officers  and  employees  of  the  Treasury 
Department  whose  official  duties  require  inspection  of  a  return,  or  of  the  Solicitor 
of  Internal  Revenue.    (T.  D.  2961;  Jan.  7, 1920.) 

When  it  becomes  necessary  for  the  department  to  furnish  returns  or  copies  thereof 
for  use  in  legal  proceedings,  inspection  of  such  returns  or  copies  that  necessarily 
results  from  sUch  use  is  permitted,    (T.  D.  2961;  Jan.  7, 1920.) 

Except  as  to  returns  or  copies  thereof  for  use  in  legal  proceedings,  returns  may  be 
inspected  only  in  the  office  of  Commissioner  of  Internal  Revenue,  Washington,  D.  0. 
(T.  D.  2961;  Jan.  7, 1920.) 

When  head  of  executive  department  (other  than  Treasury  Department)  or  any 
other  United  States  Government' establishment,  desires  inspection  of  return  in 
connection  with  some  matter  officially  before  him,  the  inspection  may,  in  discretion 
of  Secretary  of  the  Treasurv,  be  permitted  upon  written  application  to  him  by  head 
of  such  department  or  otner  Government  establishment,  such  application  to  be 
signed  by  such  head  and  to  show  why  inspection  is  desired,  name  and  address  of 
tsucpayer  who  made  return;  and  name  ana  official  designation  of  one  it  is  desired 
shall  inspect  the  return'  the  reason  submitted  for  permission  to  inspect  the  return 
shall  be  considered  by  the  Secretary  and  decision  reached  by  him  whether  reasons 
are  sufficient  to  permit  inspection.     (T.  D.  2961;  Jan.  7,  1920.) 

, Discounts. 

Corporation  loaning  money  by  discounting  bills  or  notes  required  to  state  in 
memorandum  attached  to  its  return  which  of  two  methods  was  used  in  determining 
amount  of  discount  returned  as  income.    (T.  D.  2690;  art.  114.) 

^—  Dissolved  corporations. 

Corporation  which  was  dissolved  in  1917,  prior  to  passage  of  tiie  act  of  October  3, 
1917,  will  make  return  on  Form  1031,  revised,  covering  period  in  1917  daring  which 
it  was  in  business  prior  to  its  dissolution;  if  it  shall  nave  previously  made  return 
covering  this  period  and  shall  have  paid  any  excess  profits  tax  under  act  of  March  3, 
1917,  it  shall  be  entitled  to  credit  for  amount  of  tax  so  paid  against  any  excess  profits 
tax  assessed  against  it  under  Title  II  of  the  act  of  October  3,  1917.  (T.  D.  2690; 
art.  61.) 

All  corporations  having  existence  as  such  during  all  or  any  portion  of  year,  unless 
ppecificaUy  exempt,  are  required  to  make  returns;  corporations  dissolved  during 
year  and  whose  fiscal  year  coincides  with  calendar  year  will  make  returns  covering 
penod  from  January  1  to  date  of  dissolution,  and  sucn  corporations  having  fiscal  vear 
other  than  calendar  year  will  make  returns  covering  penod  from  begimung  of  nscal 
year  to  date  of  dissolution,  and  new  corporations  will  make  returns  for  period  from 
date  of  organization  to  December  31,  unless  fiscal  year  ia  designated  in  proper  manner 
in  which  case  returns  for  period  from  date  of  organization  to  close  of  fiscal  year  so 
cBiiiblished  in  no  case  to  exceed  12  months,  will  be  filed.    (T.  D.  2690,  art.  203.) 
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Be  turns — Continued. 

Dividends  paid. 

Section  26  of  the  act  of  September  8,  1916,  as  amended,  requires  corporationg 
under  certain  circumstances  to  render  return,  setting  out  amount  of  dividends  paid 
during  year  covered  by  such  return,  names  and  addresses  of  stockholders,  number  of 
shares  owned  by  each,  tax  years  in  which  amounts  distributed  were  earned,  and 
amounts  so  distributed  to  each  stockholder  applicable  to  each  of  such  years;  such 
return  will  be  made  upon  form  presctibed  and  will  be  forwarded  direct  to  office  of 
Commissioner  of  Internal  Revenue  within  10  days  from  receipt  of  notice  requiring 
same.    (T.  D.  2690;  art.  237.) 

Exempt  corporationB. 

When  corporation  or  organization  has  established  its  right  to  exemption  under 
section  11  of  the  act  of  September  8,  1916,  as  amended,  it  will  be  unnecessary  for  it 
to  make  return  or  any  further  showing  thereafter  with  respect  to  its  status  under  the 
law,  unless  it  changes  the  character  of  its  organization  or  purpose  for  which  originally 
created.    (T.  D.  2690;  art.  80.) 

Farmers — Accounts. 

Farmers  who  keep  books  according  to  some  approved  method  of  accounting, 
which  clearly  show  net  income,  and  take  annual  mventories,  may  prepare  returns 
in  accordance  with  showing  made  by  such  books  and  inventories;  ascertainment 
of  eross  income  where  inventory  method  is  adopted  by  farmer.  (T.  D.  2665;  Mar.  8, 
1918.) 

Deductions. 

Amount  expended  in  purchasing  stock  for  resale  is  an  investment  of  capital  and 
is  not  to  be  taken  as  an  item  of  expense  for  year  in  which  stock  was  purchased  or  for 
any  subsequent  year,  but  when  stock  so  purchased  is  sold  its  cost  is  to  be  deducted 
from  sales  price  in  ascertaining  amount  of  gain  or  profit  returnable  for  tax  purposes; 
return  where  cost  of  stock  or  farm  products  purchased  in  1916  or  any  previous  year 
for  resale  has  been  claimed  as  a  deduction.    (T.  D.  2665;  Mar.  8,  1918.) 

All  itetos  of  expense  connected  with  the  planting,  cultivating,  harvesting,  and 
marketing  oi  a  crop,  or  the  care,  feeding,  and  marketing  of  live  stoclc,  may  be  claimed 
as  deductions  only  in  the  return  rendered  for  the  year  during  which  such  expendi- 
tures were  made;  this  applies  even  though  crop  or  stock  mav  not  have  been  sold  or 
exchanged  for  money  or  money  equivalent  during  yenr  for  which  return  is  rendered. 
(T.  D.  2665;  Mar.  8,  1018.) 

Definitions. 

The  term  "farm,''  as  used  in  instructions  governing  preparation  of  income  tax 
returns  by  Vomers,  held  to  embrace  farm  in  the  ordinarily  accepted  sense,  and 
includes  plantations,  ranches,  stock  farms,  dairy  farms,  poultry  farms,  truck  farms, 
and  all  land  used  for  similar  purposes.    (T.  D.  2665;  Mar.  8, 1918.) 

All  corporations,  partnerships,  or  individuals  who  cultivate,  operate,  or  manage  ' 
farms  for  gain  or  profit,  either  as  owners  or  tenants,  are  farmers  for  the  purposes  of 
instruction  governing  preparation  of  income  tax  retiu-ns  by  farmers.    (T.  D.  2665; 
Mar.  8, 1918.) 

Exchange  of  produce  for  merchandise. 

Where  farmer  exchanges  farm  produce  for  merchandise,  groceries,  or  mill  prod- 
ucts, the  market  value  of  the  article  or  product  received  in  exchange  is  to  be 
returned  as  income.    (T.  D.  2665;  Mar.  8, 1918.) 

Inventories. 

Where  farmer  has  adopted  inventory  method  of  keeping  accounts,  he  should,  in 
order  to  ascertain  gross  income,  add  to  amount  received  from  sales  during  year  the 
inventory  of  the  live  stock  and  products  on  hand  at  the  close  of  the  year,  and  then 
deduct  amount  expended  in  purchasing  live  stock  and  products  plus  inventorv  of 
live  stock  and  products  at  beginning  of  year;  no  deduction  can  be  made  for  stock  or 
products  lost  during  year;  stock  purchased  for  any  purpose  other  than  resale  may 
t>e  included  in  inventory  for  eacn  year  at  a  figure  which  will  reflect  reduction  in 
value  estimated  to  have  occurred  through  increase  or  age  or  other  causes;  cost  price 
of  articles  sold  must  not  be  taken  as  additional  deduction.  (T.  D.  2665;  Mur.  8, 
1918.) 
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Beturns — Continued . 

Farmera — Continued. 

Necessity. 

If,  in  course  of  their  bu3ine33f  farmers',  fruit  growers',  or  like  association,  organized 
and  operated  as  sales  a^ent  to  market  products  of  its  members,  purchase  for  cash  at  a 
Btipuiated  price  articles  of  produce  with  view  to  selling  them  tor  gain,  they  will  be 
required  to  make  returns  or  annual  net  income  and  include  therein  for  purpose  of 
tax  all  income  derived  from  such  transactioib.    (T.  D.  2690;  art.  75.) 

Produce  consumed  by  family. 

A  farmer  is  not  required  to  include  in  his  income-tax  return  the  value  of  farm 
produce  coiLsumed  by  himself  and  family.     (T.  D.  2C65;  Mar.  8,  1918.) 

Receipts  and  disbursements. 

Farmers  who  do  not  keep  books  of  account  and  ascertain  their  gross  income  by 
inventory  should  prepare  returns  of  annual  net  income  on  basis  of  actual  receipts 
and  disbursements  in  order  that  returns  may  be  susceptible  of  audit  for  purposes  of 
verification.     (T.  D.  2665;  Mar.  8,  1918.) 

Time  as  of  which  return  made. 

All  gains,  profits,  and  income  derived  from  sale  or  exchange  of  farm  products, 
whether  proauced  on  the  farm  or  purchased  and  resold  by  the  farmer,  shall  be 
included  m  the  return  of  income  for  year  in  which  products  were  actually  marketed 
and  sold.     (T.  D.  2665;  Mar.  8,  1918.) 

Rents  received  in  crop  shares  must  be  returned  as  of  vear  in  which  shares  arc 
reduced  to  money  or  money  equivalent,  and  allowable  deauctioDs  must  be  claimed 
in  retiun  of  income  for  tax  year  in  which  they  apply,  although  expenses  and  deduc- 
tions may  be  incident  to  products  which  remain  unsold  at  end  of  year.  (T.  D. 
2690;  art.  4.) 

Viscalyear. 

Return  on  basis  of  fiscal  year  other  than  calendar  year  can  not  be  accepted  unless 
such  fiscal  year  shall  have  oeen  established  by  proper  notice  to  collector,  and  if  in 
absence  of  such  notice  and  designation  return  is  nlea  subsequent  to  date  when  it  was 
.  required  to  be  filed,  if  made  on  calendar  year  basis,  it  will  be  considered  delin- 
quent and  corporation  will  be  liable  to  penalty  for  failure  to  file  return  within  pro- 
scribed time.    (T.  D.  2690;  art.  2«3.) 

Where  corporation  had  previously  m»de  its  return  on  calendar-year  basis,  notice 
dc3ignating  fiscal  year  having  been  filed,  such  corporation  will,  on  or  before  March  1 
next,  following  closing  date  so  designated,  make  return  for  fractional  part  of  calendar 
voir  ended  with  date  designated  as  close  of  fiscal  year;  all  returns  thereafter  must 
be  made  for  full  fiscal  year  and  must  be  filed  on  or  before  last  day  of  eOnday  period 
next  following  date  designated  as  dose  of  fiscal  year.    (T.  D.  2690;  art.  211.) 

In  order  to  change  closing  date  of  fiscal  year  from  last  day  of  one  month  to  that  of 
another  (other  than  December)  corporation  must,  at  least  30  davs  prior  to  Ist  day  of 
March  next  following  closing  date  of  previously  established  nscal  year,  file  with 
collector,  in  writing,  notice  designating  last  day  of  some  other  month  as  close  of  its 
fiscal  year,  in  which  case  return  for  fractional  period  ending  with  date  last  desimatod 
must  be  made  on  or  before  last  day  of  60-day  period  next  following  dose  ot  such 
previously  established  fiscal  year.     (T.  D.  2690;  art.  213.) 

When  corporation  has  in  prescribed  manner  established  fiscal  year  other  than 
calendar  year  as  basis  for  mating  its  return,  it  must  make  its  retmns  on  such  basi.) 
until  such  fiscal  year  be  properl  v  changed ;  failing  to  make  returns  on  basis  designated 
and  within  prescribed  time  will  subject  corporation  to  penalties  imposed  for  deliii- 
quency.     (T.  D.  2690;  art.  214.) 

Where  it  appears  that  returns  have  been  made  to  collector  on  basis  of  fiscal  vear 
not  designated  in  prescribed  manner,  corporation  making  such  returns  will  bo 
advised  that  such  returns  can  not  be  accepted,  but  must  be  made  to  cover  business 
of  calendar  year.    (T.  D.  2690;  art.  215.) 

Oorporation  which  had  previously  established  fiscal  year  other  than  calendar 
year  as  basis  for  returns,  desirinr  to  establish  calendar  year  basis,  may  do  so  by  filing 
not  less  than  30  days  prior  to  March  1  next  foliowing  closing  date  of  established 
fiscal  year,  notice  in  writing  with  collector,  designating  December  31  as  dose  of  its 
y^lfir,  m  which  case  it  must  on  at  before  ist  day  of  March  next  following  file  return 
covering  that  period  between  closing  date  of  its  previously  established  fiscal  year 
and  December  31.     (T.  D.  2690;  art.  217.) 
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Bretums — Continued . 

Foreign  corporationa. 

Every  foreign  corporati<Hi  having  incc^ie  from  sources  within  United  States  must 
make  returns  of  annual  net  income  in  accordance  with  rule  set  out  in  sectionl2  (b) 
of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3,  1917.  (T.  D. 
2G90;  art.  66.) 

Returns  under  the  income-tax  act  and  pursuant  to  regulations  must  be  made  on 
forms  prescribed  for  each  particular  year  and  which  are  available  at  offices  of  col- 
lectors; in  absence  of  prescribed  form  statement  by  corporation  disclosing  gross 
income  and  deductioos  may  be  accepted  as  tentative  return .    (T .  D .  2690 ;  art.  210.) 

Instructions  with  rrference  to  furnishing  blank  forms  to  corporations;  failure  on 
part  of  any  corporation,  joint-stock  company  or  association,  or  insurance  company, 
liable  to  tax,  to  receive  prescribed  blank  form,  will  not  excuse  it  from  making  return 
required  or  relieve  it  from  penalties  for  failure  to  make  return  within  prescribed 
time.    (T.  D.  2690;  art.  216.) 

Fraud. 

Where  returns  of  corporations  are  found  to  be  false  or  fraudulent,  commissioner 
may  upon  discovery  thereof  at  any  time  within  three  years  after  such  return  is  due 
make  return  upon  information  obtained  in  manner  provided  in  the  act,  and  tax  so 
discovered  to  be  due,  together  with  additional  tax  prescribed,  shall  be  assessed, 
and  amount  thereof  shall  be  paid  immediately  upon  notice  and  demand ;  for  purposa 
of  verifying  accuracy  of  return,  books  of  corporation  and  all  other  rehitive  data 
shall  be  open  to  inspection  of  Commissioner  of  Internal  Revenue  or  his  duly  author- 
ized agents.    (T.  D.  2690;  art.  221.) 

Any  peivoa  or  officer  of  any  corporation  required  by  law  to  make,  render,  sign,  or 
yeniy  any  return  who  makes  any  fiUse  or  fzwudulent  return  or  statement  witn  the 
intent  to  defeat  or  evade  the  assessment  required  by  Parts  II  and  III  of  Title  I  of 
the  act  of  September  8, 1916,  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined  not 
exceecUng  $2,000,  of  be  imprisoned  not  exceeding  one  year,  or  both,  at  the  discre- 
tkm  of  the  court,  with  costs  of  prosecution.    (T.  D .  2690;  art.  232.) 

In  case  a  false  or  fraudulent  return  is  willfully  made  as  to  undistributed  income 
100  per  cent  of  the  amount  of  the  tax  shall  be  added  thereto;  corporations,  officers 
thereof,  and  Individuals  required  to  make,  render,  sign,  or  verify  returns  of  corpo- 
rations shall  be  subject  to  specific  penalties  provided  by  law  for  making  false  or 
fraudulent  returns.    (T.  D.  2736;  June  18,  1918.) 

UliieM  of  officer. 

Sickness  of  one  or  more  officers  at  time  return  is  required  to  be  filed  will  not  be 
accepted  as  reasonable  cause  for  failure  to  file  return  within  prescribed  time,  unless 
it  is  satisfactorily  shown  that  there  wcHre  no  other  principal  officers  available  and 
sufficiently  informed  as  to  affairs  of  corporation  to  niake  and  verify  return*  (T.  D. 
2690;  art.  223.) 

Incomplete  organizations. 

Corporations  which  have  applied  for  but  have  not  received  charters,  and  cor- 
porations which  have  received  charters  but  never  perfected  their  organizations 
and  which  as  entities  have  transacted  no  business  and  had  no  income  whatever 
from  any  source  may,  upon  presentation  of  facts  to  collector,  be  relieved  frwn  making 
returns,  so  long  as  they  remain  in  this  unoi^nized  condition;  in  absence  of  showing 
to  this  effect  to  the  collector  such  compames  will  be  r^uired  to  make  returns  and 
will  be  liable  to  penalties  of  law  for  failure  to  do  so.    (T.  D.  2690;  art.  60.) 

Inspection. 

See  "Disclosure,"  a»rie. 
Insurance  companies. 

Copy  of  report  to  State  insurance  department  should,  wherever  possible,  be  sub- 
mitted with  returns;  othennsc  Schedule  D,  parts  1,  3,  and  4  of  report,  should  bo 
attached  thereto,  showing  Federal,  State,  and  municipal  obligations  from  which 
interest  omitted  from  gross  income  was  derived;  amounts  representing  reinsuranco 
treaties  will  be  eliminated  from  income  and  disbursements;  deposit  premiums  or 
perpetual  risks  received  and  returned  should  be  treated  in  same  manner,  but  earn- 
ings on  deposits  will  be  included  in  premium  income.    (T.  D.  2690;  art.  239.) 

Returns  must  be  rendered  in  conformity  with  reports  noade  for  same  period  to 
State  insurance  departments;   returns  of  annual  net  income  should  be  made  for 
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Insurance  companies — Continued. 

calendar  year,  unless  books  are  actually  kept  on  fiscal  year  basis;  T.  D.  2433,  pro- 
viding that  returns  may  be  made  on  basis  other  than  as  above  set  forth,  is  not  applica- 
ble to  insurance  companies.    (T.  D.  2690;  art.  239.) 

Insurance  companies  other  than  mutuals,  but  including  mutual  life  and  mutual 
marine,  claiming  as  deduction  from  gross  income ^  for  purpose  of  4  per  cent  war 
income  tax,  dividends  received  from  iorei|;n  orgamzations,  must  accompany  their 
returns  by  list  giving  names  of  such  organizations  and  amount  received  from  each. 
.{T.  D.  2690;  art.  240.) 

Applied  surrender  values  and  consideration  for  supplementary  contracts,  not  in- 
volving life  contingencies  included  in  income,  will  be  deducted  as  payments  under 
policy  contracts;  but  for  convenience  in  verifying  returns,  these  items  should  appear 
m  return  in  both  gross  income  and  deductions.    (T.  D.  2690;  art.  241.) 

Assessment  life  and  accident  insurance  companies  will  make  returns  in  accord- 
ance with  articles  of  R^;ulations  No.  33  applicable  to  insurance  companies  in  general. 
(T.  D.  2690;  art.  245.) 

Stock  fire  insurance  companies,  stock  casualty,  fidelity,  and  surety  insurance 
companies,  will  make  returns  in  accordance  with  articles  of  Begulations  No.  33 
applicable  to  insurance  companies  in  general.    (T.  D.  2690;  art.  245.) 

Except  as  otherwise  specially  provided  in  the  law  or  in  Regulations  No.  33,  gen- 
eral regulations  provided  for  use  of  corporations,  joint-stock  companies,  or  associa- 
tions, will  be  observed  by  insurance  companies  in  making  their  returns.  (T.  D. 
2690;  art.  246.) 

' Liquidating  corporations. 

Corporations  going  into  liquidation  during  any  tax  period  may,  at  time  of  such 
liquidation,  prepare  final  return  covering  income  received  or  accrued  to  it  during 
fractional  part  of  year  during  which  it  was  engaged  in  business,  and  immediately 
file  same  with  collector  of  district  in  which  corporation  has  principal  place  of  busi- 
ness; before  distributing  assets  dissolving  corporation  should  reserve  funds  sufficient 
to  pay  income  tax  assessable  against  it;  otherwise  tax  may  be  collected  by  suit  against 
it;  otherwise  tax  may  be  collected  by  suit  against  stockholders.  (T.  D.  2690;  art. 
205.) 

— —  Mailing. 

\Mien  last  due  date  for  filine  return  falls  on  Sunday  or  a  legal  holiday  the  last  due 
date  will  be  held  to  bo  day  following  such  Sunday  or  legal  holiday  and  return  should 
be  made  not  later  than  such  following  day,  or,  if  placed  in  the  mails,  it  should  be 
posted  in  ample  time  to  reach  collector's  omce,  under  ordinary  handling  of  Uie  mails, 
on  or  before  date  on  which  return  is  required  to  be  filed.    (T.  D.  2690;  art.  219.) 

Where  rfetum  is  made  and  placed  in  United  States  mails  in  due  course,  properly 
addressed,  and  postage  paid,  in  ample  time  to  reach  office  of  collector 'or  deputy 
collector  on  or  before  such  due  date,  no  penalty  attaches  should  return  not  be 
actually  received  until  subsequent  to  that  date;  where  question  is  raised  as  to 
whether  or  not  return  was  posted  in  ample  time,  envelope  in  which  return  was 
transmitted  should  be  preserved  by  collector  and  forwarded  to  Commissioner  of 
Internal  Revenue  with  the  return.    (T.  D.  2690;  art.  220.) 

Mining  properties. 

Operator  of  mining  properties,  or  lessee  thereof  .required  to  attach  to  his  return 
statement  setting  out  certain  specified  data.    (T.  V.  2690;  art.  172.) 

' New  corporations. 

New  corporation  making  return  for  properly  established  fiscal  period  less  than  12 
months,  but  embracing  parts  of  two  calendar  years,  must  file  return  within  60  days 
from  last  day  of  designated  fiscal  year.    (T.  -D.  2690;  art.  203.) 

Where  new  corporation  shall  have  established  fiscal  year,  in  prescribed  manner, 
it  may  make  its  first  and  all  subsequent  returns  on  basis  of  year  so  established,  pro- 
vided that  in  no  case  shall  a  return  cover  a  period  greater  than  12  calendsur  months; 
in  absence  of  properly  established  fiscal  year,  returns  must  be  made  on  calendar-yeu 
basis.    (T.  D.  2690;   art.  212.) 

Oil  and  gas  properties. 

Individual  or  corporation  owning  and  operating  oil  or  gas  properties  required  to 
attach  to  each  return  a  statement  showing  certain  specified  data;  if  operator  is  lessee 
that  fact  should  be  stated,  and  to  return  miade  by  such  leasee  there  should  be  attached 
a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 
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Retamfl — Continued. 
Partnerships. 

Partnerships,  when  requested,  shall  render  correct  return  of  earnings,  profit,  and 
income  of  partnership,  except  income  exempt  under  section  4  of  the  law,  setting 
forth  item  of  ^roes  income  and  deductions  and  credits  allowed  as  lor  an  individual, 
citizen,  or  resident  alien,  and  names  and  addresses  of  individuiJs  who  would  bo 
entitled  to  net  earnings,  profit,  and  income,  if  distributed.    (T.  D.  2690;  art.  30.) 

Partnerships,  as  such,  are  required  to  make  returns  only  when  requested  so  to 
do  by  the  Commissioner  or  collector.    (T.  D.  2690;  art.  30.) 

Common-law  partnerships,  not  being  associations  within  the  meaning  of  tho 
income-tax  law,  are  not  required  to  make  returns  for  purpose  of  income  tax  except 
as  they  may  be  requested  by  the  Commissioner  of  Internal  Revenue  or  by  any 
district  collector  to  make  returns  for  their  earnings,  profits,  and  income.  (T.  D« 
2690;  art.  63.) 

Limited  partnerships  are  held  to  be  associations  within  the  meaning  of  Title  I 
of  the  act  of  September  8,  1916,  as  amended  by  act  of  October  3,  1917,  and  as  such 
are  required  to  make  returns  of  annual  net  income  and  pay  any  tax  thereby  shown 
to  be  due.  (T.  D.  2690;  art.  62.)  The  above  article  was  construed  in  T.  D.  2711, 
and  it  was  there  held  that  it  was  applicable  to  partnerships  of  the  Pennsvlvania 
type  and  of  a  few  other  States,  but  that  it  did  not  apply  to  partnerships  of  the  New 
York  type;  therefore^  limited  partnerships  of  the  Pennsylvania  type  with  limited 
liability  are  corporations  or  joint-stock  companies,  and  limited  partnerships  of  the 
New  York  type  are  partnerships.    (T.  D.  2711;  Mar.  9,  1918.) 

Penalties— Delay  in  filing. 

In  case  of  failure  to  make  and  file  return  within  prescribed  time  or  within  period 
of  extension  granted  by  collector,  Commissioner  of  Internal  Revenue  shall  add  to 
the  tax  50  per  cent  thereof,  except  that  where  a  return  is  voluntarily  filed  after 
due  date  without  notice  from  collector,  and  it  is  shown  that  delinquency  was  due 
to  reasonable  cause  and  not  to  wilful  neglect,  no  such  addition  shall  be  made  to 
the  tax;  collector  must  note  on  return  that  it  was  voluntarily  filed,  and  will  pro- 
cure from  corporation  statement,  imder  oath,  setting  out  cause  for  delay,  and  if 
such  cause  is  found  to  be  reasonable  50  per  cent  addition  will  not  be  made;  ex- 
emption from  50  per  cent  additional  tax  does  not  necessarily  relieve  corporation 
from  liability  to  specific  penalty  of  not  to  exceed  $10,000.    (T.  D.  2690;  art.  225.) 

The  time  **prescribed  by  the  collector,"  as  used  in  section  3176,  set  out  under 
section  16,  act  September  8, 1916,  relates  to  an  extension  of  time,  not  exceeding  30 
days  from  normal  due  date,  on  or  before  which  return  is  required  to  be  filed;  that 
is  to  say,  if  upon  application  by  a  corporation  an  extension  is  granted  by  the  col- 
lector return  must  be  filed  on  or  before  last  day  of  extended  period;  otherwise  the 
50  per  cent  tax  will  be  added,  subject  to  the  pro\dsion8  of  said  section  3176.  (T.  D. 
2690;  art.  228.) 

Bisclosure. 

Disclosure  by  collector,  deputy  collector,  agent,  clerk,  or  other  officer  or  em- 
ployee of  the  United  States  to  any  person  not  les^ally  autnorlzed  to  receive  same, 
of  any  information  whatever  contained  in  or  set  forth  by  any  return  of  annual  net 
income  made  pursuant  to  the  law,  is,  by  the  act,  made  a  misdemeanor,  and  is  pun- 
ishable by  fine  not  exceeding  $1,000,  or  by  imprisonment  not  exceeding  $1,000,  or 
by  imprisonment  not  exceeding  one  year,  or  both,  in  discretion  of  the  court,  and  if 
offender  is  an  officer  or  employee  of  me  United  States  he  shall  be  dismissed  and  be 
incapable  thereafter  of  holding  any  office  under  the  United  States  Government. 
(T.  D.  2690;  art.  229.) 

Fraud. 

Upon  failure  to  pay  tax  when  due  and  for  10  days  after  notice  and  demand,  penalty 
of  5  per  cent  of  amount  of  tax  unpaid  and  interest  at  rate  of  1  per  cent  per  monta 
until  paid  shall  be  added  to  amount  of  tax,  and  to  amount  assessable  on  basis  of  net 
income  there  shall  be  added  50  percent  in  case  of  refusal  or  neglect  to  make  return, 
and  100  per  cent  in  case  of  false  or  fraudulent  return,  and  corporation  so  offending 
shall  be  liable  to  specific  penalty  not  exceeding  $10,000.    (T.  D.  2690;  art.  2310 

In  case  false  or  fraudulent  return  is  willfully  made  100  per  cent  of  amount  of  tax 
shall  be  added  thereto;  corporations,  officers  thereof,  and  other  individuals,  re- 
quired to  make,  render,  sign,  or  verify  returns  of  corporations,  are  subject  to  specific 
penalties  provided  by  law  for  making  false  or  fraudulent  returns.  (T.  D.  2736; 
June  18,  1918.) 
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BeturnB — Continued . 

PenaltieB — Continued. 

' Bafusai  or  neglect  to  make. 

Limitattion  o£  t>6nalty  for  refusal  or  n^lect  by  sectien  18  of  the  act  of  September 
8, 1916,  aftsunended^  to  11,000,  ia  enlaiged  as  to  corpomtiona  by  section  14  (c)  of  that 
act,  to  $10^000,  80  that  as  to  corporatione,  the  penalty  ii^  deUnquency  or  fraud  is 
not  loss  than  $20  nor  more  than  $10»000,  and  each  officer  of  the  corporation  required 
to  render,  ai^,  or  verify  any  return,  who  makes  any  false  or  fraudulent  return  or 
statement,  will,  in  addition  to  a  payment  by  the  corporation,  be  subject  to  proBecu- 
tion,  and  on  conviction  to  fine  not  exceeding  $2,000  and  imprisonment  not  exceed- 
ing one  year,  or  both,  in  discretion  of  court,  with  costs  of  prosecution.  (T.  D.  2690; 
art.  54.) 

In  case  of  any  failure  to  make  and  file  return  within  time  prescribed  by  law,  50 
per  cent  of  amount  of  tax  shall  be  added  thereto,  except  that  when  return  is  volun- 
tarily and  without  notice  from  collector  filed  after  such  time,  and  it  is  shown  that 
failure  to  file  it  was  due  to  reasonable  cause  and  not  to  willful  neglect,  no  such  addi- 
tion shall  be  made  to  the  tax;  corporations,  officers  thereof,  and  other  individuals, 
required  to  make,  render,  sign,  or  verify  returns  of  corporations,  are  subject  to  spe- 
cific penalties  provided  by  law  for  refusal  or  neglect  to  make  such  returns.  (T.  D. 
2736;  June  18, 1918.) 

• BeeeiveiB. 

Under  section  13,  paragraph  (C),  receivCTs,  tnistees  in  bankruptcy,  oraseigneeB  in 
charge  of  and  operating  property  and  business  of  corporations,  must  make  returns 
of  annual  net  income  ana  pay  tax  regardless  of  what  disposition,  subject  to  orders 
of  court,  may  be  made  of  such  income;  such  receiver,  etc.,  stands  in  place  of  cor- 

§  orate  oflScers  and  must  perform  all  duties  and  assume  all  liabilities  which  would 
evolve  upon  such  officers  were  they  in  control;  income  which  he  receives  is  in- 
come of  corporation  and  is  subiect  to  tax  imposed  in  so  far  as  it  exceeds  deduc- 
tions or  allowances  authorized  by  law,  and  such  receiver,  etc.,  must  make  true 
return  of  annual  net  income  covering  each  year  or  part  of  each  year,  during  which 
he  is  in  custody  and  control  of  business  or  properties,  and  will  be  liable  to  all 
penalties  for  failure  to  meet  any  of  its  requirements.    (T.  D.  2600;  art.  209.) 

— —  &ef  oads  by  cooperative  ozganaatioiui. 

Refund  payments — sometimes  called  a  dividend — made  by  a  cooperative  ofgan- 
ization  in  accordance  with  by-laws  or  puWahed  rules  regularly  adhered  to,  should 
appear  aa  added  item  of  coat  in  detailed  schedule  of  cost  items  submitted  with  the 
organization's  return  of  income.    (T.  D.  2737;  June  19,  1918.) 

• Befusal  or  neg^lect  to  moke. 

limitation  of  penalty  for  refusal  or  neglect  by  section  18  of  the  act  of  September 
8, 1916,  as  amended,  to  $1,000,  is  enlarged  as  to  corporations  by  section  14  (c)  of  that 
act,  to  $10,000,  so  that  as  to  corporations,  the  penalty  for  delinquency  or  fraud  is  not 
less  than  $20  nor  more  than  $10,000,  and  eacn  officer  of  the  corporation  required  to 
render,  sign,  or  verify  any  return,  who  makes  any  false  or  fraudulent  return  or  state- 
ment, will,  in.  addition  to  a  payment  by  the  corporation,  be  subject  to  prosecution 
and  on  conviction  to  fine  not  exceeding  $2,000  and  imprisonment  not  exceeding  one 
year,  or  both,  in  discretion  of  court,  with  costs  of  prosecution.    (T.  D.  2690;  art.  54 . ) 

Where  corporations  have  neglected  or  refused  to  make  returns,  commissioner  may. 
at  any  time  within  three  years  after  such  return  is  due,  make  return  upon  informa- 
tion obtained  in  manner  provided  in  the  act,  and  tax  so  discovered  to  be  due,  t'>- 
gether  witii  additional  tax  prescribed,  shall  be  assessed,  and  amount  thereof  shiill 
be  paid  immediately  upon  notice  and  demand;  for  purpose  of  making  return  where 
none  is  made,  books  of  corporations  and  all  other  relative  data  shall  be  open  to  inspe,- 
tion  of  Commissioner  of  Internal  Revenue  or  his  duly  authorized  agents.  (T.  I). 
2690;  art.  221.) 

• Bequirement,  in  general. 

Every  corporation  not  specifically  enumerated  as  exempt  shall  make  return  of 
annual  net  income  whether  or  not  it  may  have  for  any  past  year  any  net  income,  or 
whether  or  not  it  shall  be  a  subsidiary  of,  or  controlled  by,  another  corporation.  (T. 
B.  2690;  art.  203.) 

Statement  accompanying. 

Any  corporation  entertaining  doubt  as  to  its  status  under  the  law,  for  reason  that  it 
does  not  clearly  come  within  one  or  another  of  the  classes  specifically  enumerated  as 
exempt,  should,  within  prescribed  time,  file  return  and  attach  thereto  for  considera- 
tion of  collector,  statement  setting  out  fully  nature  and  purpose  of  organization, 
source  of  il^  income,  what  disposition  is  maae  of  it,  and  particularly  of  any  surplus 
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Statement  accompanying^ — Continued. 

whkh  it  may  receive  over  and  above  ita  reasonable  nceda;  if  collector  is  in  doubt, 
he  will  refer  statement  and  return  to  Commissioner  o£  Internal  Rcvenuo  for  dociaJon. 
(T.  D.  2690;  art.  79.) 

No  deduction  from  inventory  value  of  merchandise  or  material  will  be  allowed 
except  where  inventorv  includes  goods  or  matenals  which,  by  reason  of  obsolescence 
or  dunage^  are  unsalable;  when  such  deduction  is  claimea  facts  connected  there- 
with, including  statement  of  cost  of  goods,  value  at  which  they  were  inventoried, 
and  present  condition,  must  be  filed  with  return.    (T.  D.  2690;  act.  160.) 

Subsidiary  or  brandt  eorporations. 

Fact  that  branch  corporation  is  organized  m  any  State  to  meet  peculiar  condi- 
tions there  existing  and  which  make  it  impraeticabie  for  parent  company  as  such  t  o 
do  boBinesB  in  sqca  State,  although  such  sabakliary  may  be  to  all  intents  and  pur- 
poses a  mere  branch  oi  the  parent  company,  does  not  relieve  it  from  necessity  of 
making  return  for  each  year;  if  such  branch  cor]>oratifm  actoally  transacts  bisnnesa 
from  which  income  arises,  accrues,  and  is  received  by  it,  such  ccxpocation  must 
make  detailed  return,  as  if  it  were  in  no  way  related  to  any  other  coiporaticm,  set- 
tine;  forth  full  amount  of  income  which  it  receives  or  which  accrues  to  it,  together 
wiui  authorized  deductions  therefrom,  and  upon  any  net  income  thus  disciosod, 
tax  will  be  assessed  and  required  to  be  paid.    (T.  D.  2690;  art.  207.) 

Where  net  income  of  subsidiary  corporation  upon  whtch  tax  has  been  levied  and 
is  payable  is  turned  over  to  parent  company,  holder  of  its  stock,  amount  so  turned 
over  will  be  held  to  be  dividends,  or  amounts  paid  to  it  out  ot  net  earnings  and  must 
be  returned  by  parent  company  lor  purpose  of  2  per  cent  tax  imposed  by  the  act  of 
September  8, 1&6,  but  for  purpose  of  war  income  tax  imposed  by  Title  II  of  act  of 
October  3, 1917,  net  income  of  parent  company  may  be  reduced  oy  amount  of  divi- 
dends so  received.    (T.  D.  2680;  art.  207.) 

Subsidiary  corporations  which  actually  transact  business  in  their  own  names, 
receive  income  for  their  own  account,  incur  and  pay  expenses  incident  to  produc- 
tion of  income,  keep  separate  books  of  account,  and,  as  separate  entities,  exercise 
all  the  powers  and  functions  authorized  by  their  charters,  will  be  required  to  pay 
income  tax  on  net  income  received  by  them  from  all  sources,  r^aidless  of  fact  that 
such  net  income  is  paid  or  turned  over  to  a  parent  or  holding  company,  by  whom  it 
must  also  be  retmned  for  purpose  of  tax  imxKMed  by  sectiMi  10  of  the  act  of  Septonbcr 
8,  1916;  in  latter  case  both  parent  and  subsidiary  companies  must  make  separate 
returns.    (T.  D.  2690;  art.  208.) 

Subsidiary  corporations  existing  in  name  only  or  as  mere  agents  or  integral  parts 
of  parent  company  will  be  requir^  to  make  returns  of  annual  net  income,  and  shall 
indorse  thereon  statement  that  it  is  a  subsidiary  or  integral  part  of  the  parent  com- 
pany (naming  it)  and  that  for  its  own  account  it  has  no  income  from  an^  source 
whatever,  that  it  makes  no  disbursements,  and  that  all  business  done  in  its  name 
is  done  for  account  of  and  as  business  of  parent  corporation,  and  will  be  accounted 
for  in  return  of  such  parent  corpc^ation.    (T.  D.  26W;  art.  208.) 

Where  subsidiary  corporations  exist  in  name  only,  or  are  mere  agents  or  integral 
parts  of  parent  organization  and  as  such  transact  no  business  and  have  no  income  of 
and  for  their  own  account,  and  incur  no  expenses,  all  busvnese  being  transacted, 
all  iocome  being  received,  and  alt  expenses  being  paid  directly  by  parent  ccmpany, 
no  separate  accounts  being  kept  by  or  for  such  subsidiaries,  it  will  be  considered 
that  such  subsidiary  concerns  do  not  have  anv  taxable  income  within  meanin(v  of 
Title  I  of  the  act  ot  September  8, 1916,  as  amended  by  the  act  of  October  3,  1917, 
and  so  long  as  they  are  so  operated  no  tax  liability  will  be  asserted  against  them. 
(T.  D.  2690;  art.  208.) 

Sunday  or  holiday. 

When  last  due  date  for  filing  return  falls  on  Sunday  or  a  legal  holiday  the  last  due 
date  will  be  held  to  be  day  following  such  Sunday  or  legal  holiday^  and  returns 
should  be  made  not  later  than  such  following  day,  or,  if  placed  in  the  mails,  it  should 
be  posted  in  ample  time  to  reach  collector  *s  office  under  ordinary  handlinjj  of  the 
mails  on  or  before  dat^  on  which  return  is  required  to  be  ^'ed.  (T.  D.  2690;  art. 
219.) 

Temtatiye  retunui* 

In  absence  of  prescribed  form  statement  by  corporation  disclosing  gross  incomo 
and  deductions  therefnnn  may  be  accepted  as  tentative  return,  and  if  filed  within 
prescribed  time  returns  so  made  ^vill  relieve  corporation  from  liability  to  penalties 
provided  that  upon  request  and  without  delay  such  tentative  return  be  substituted 
by  return  made  on  regular  form.     (T.  D.  2690;  art.  210.) 
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Betuma — Continued. 
Time. 

Return,  if  made  on  basis  of  calendar  year,  must  be  filed  with  collector  on  or  before 
March  1  next  following  year  for  which  return  is  made;  if  on  basis  of  fiscal  year  ending 
with  date  other  than  December  31,  it  must  be  filed  within  60  days  after  close  of  sucE 
fiscal  year.    (T.  D.  2690;  art.  203.) 

Where  fiscal  year  is  not  established  as  prescribed  returns  must  be  made  on  basis 
of  calendar  year,  in  which  case  such  returns  must  be  filed  on  or  before  Ist  day  of 
March  next  succeeding  such  calendar  year.    (T.  D.  2690;  art.  204.) 

"Last  due  date,''  as  used  in  Regulations  No.  33,  means  last  day  upon  which  a 
return  is  required  to  be  filed  in  accordance  with  provisions  of  the  law,  or  last  day  of 

?eriod  covered  by  an  extension  of  time  granted  by  the  collector  or  Commissioner  of 
nternal  Revenue,    (T.  D.  2690;  art.  218.) 

Return  of  net  income  received  during  taxable  year  remaining  undistributed  six 
months  after  end  of  such  year  must  be  made  witmn  60  days  after  expiration  of  six 
months  after  end  of  such  year,  except  that  any  corporation,  joint-stock  company  or 
association,  or  insurance  company,  which  would  otherwise  be  required  to  make 
return  on  or  before  date  earlier  tnan  August  1,  1918,  may  make  such  return  on  or 
before  August  1, 1918.    (T.  D.  2736;  June  18, 1918.) 

s —  Extension. 

Time  for  making  returns  pursuant  to  requirements  of  Titles  I  and  II  of  the  act  of 
October  3,  1917,  in  case  of  corporations  wnose  income-tax  returns  have  been  made 
or  shall  be  made  upon  bads  of  fiscal  year  ending  during  calendar  year  1917,  extended 
to  January  1,  1918.  (T.  D.  2561;  Oct.  16,  1917.)  Time  extended  to  February  1, 
1918.  Extension  applies  also  to  returns  of  annual  net  income  due  subsequent  to 
October  16, 1917,  but  prior  to  February  1, 1918.  (T.  D.  2615;  Dec.  13, 1917.)  Time 
extended  to  March  1,  1918.  Extension  also  applies  to  returns  of  annual  net  income 
due  subsequent  to  October  16,  1917,  but  prior  to  March  1,  1918.  (T.  D.  2633;  Jan. 
22,  1918.)  Time  extended  to  April  1,  1918,  and  extension  made  applicable  to 
returns  whether  made  on  basis  of  calendar  year  or  of  fiscal  year  ending  during  year 
1917.    (T.  D.  2650;  Feb.  9,  1918.) 

Extension  of  time  granted  for  such  period  as  may  be  necessary,  not  exceeding 
90  days  after  proclamation  by  President  of  end  of  war  with  Germany,  for  filing 
returns  of  income  for  1917  and  subsequent  years,  under  sections  6  (c),  8  (b)  (c),  ana 
13  (b)  (c),  of  act  of  September  8,  1916,  as  amended,  and  under  war  income-tax  act 
of  October  3,  1917,  by  or  for  enemies  or  allies  of  enemies,  as  defined  by  section  2 
of  the  trading  with  the  enemy  act  of  October  6,  1917,  not  holding  license  granted 
under  such  act;  return  of  information  required;  duties  of  persons  controlling  money 
or  property  for  any  such  enemey  or  ally  of  enemy.    (T.  D.  2673;  Mar.  18,  1918.) 

Where  corporation  fails  or  neglects  to  file  return  within  prescribed  time  and  such 
neglect  is  due  to  sickness  or  absence,  collector  may  grant  extension  of  time  within 
which  to  file  return,  which  extension  must  not  exceed  30  days  from  normal  due 
date;  application  for  extension  must  be  made  prior  to  expiration  of  period  for  which 
extension  is  desired.    (T.  D.  2690;  art.  222.) 

In  meritorious  cases  the  Commissioner  of  Internal  Revenue  may  grant 'further 
reasonable  extension  of  time  in  which  returns  may  be  filed,  provided  reason  for 
request  therefor  is  presented  fully  in  writing  and  is  considered  good  and  sufficient. 
(T.  D.  2690;  art.  224.) 

Time  for  filing  returns  extended  to  August  15, 1919,  as  to  partnerships  and  personal 
service  corporations  having  fiscal  year  ended  January  31,  February  28,  March  31,  or 
April  30,  1919.     (T.  D.  2883;  July  9,  1919.) 

Reasonable  cause  for  delay. 

In  case  of  failure  to  make  and  file  return  within  prescribed  time  or  within  period 
of  extension  granted  by  collector,  Commissioner  of  Internal  Revenue  shall  add  to 
the  tax  50  per  cent  thereof,  except  that  where  a  return  is  voluntarily  filed  after  due 
date  without  notice  from  collector,  and  it  is  shown  that  delinquency  was  due  to 
reasonable  cause  and  not  to  willful  neglect,  no  such  addition  shall  be  made  to  the 
tax;  collector  must  note  on  return  that  it  was  voluntarily  filed  and  will  procure 
from  corporation  statement  under  oath,  setting  out  cause  for  delav,  and  if  sucn  cause 
is  found  to  be  reasonable,  50  per  cent  addition  will  not  be  mad:e;  exemption  from 
50  per  cent  additional  tax  does  not  necessarily  relieve  corporation  from  uability  to 
specific  penalty  of  not  to  exceed  $10,000.    (T.  D.  2690;  art.  225.) 
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Betuxns — Conti  nued . 

TTndiBtributed  net  income. 

Every  corporation,  jointnstock  company  or  association,  and  insurance  company, 
required  to  make  return  of  annual  net  income  and  which  had  taxable  net  income 
for  preceding  taxable  year,  must  make  return  of  amount  of  such  net  income  received 
dunnff  such  taxable  year  remaining  undistributed  six  months  after  end  of  such 
taxable  year;  return  must  be  made  upon  Form  1112,  sworn  to  by  president,  vice 
president,  or  other  principal  officer,  and  by  treasurer  or  assistant  treasurer,  and 
be  made  to  collector  of  district  in  which  its  return  of  annual  net  income  is  required 
to  be  filed.    (T.  D.  2736;  June  18, 1918.) 

Veriflcation* 

Returns  must  be  verified  under  oath  or  affirmation  of  corporation 's  president  or 
other  principal  officer,  and  its  treasurer  or  assistant  treasurer- that  is  to  say,  by  two 
different  persons  acting  in  official  capacity  indicated.     (T.  D.  2690;  art.  204.) 

Withholding  of  tax. 

Where  record  owner  of  stock  of  domestic  corporations  or  resident  alien  corpora- 
tions is  a  nonresident  alien  corporation,  etc.,  not  having  an  office  or  place  of  business 
in  the  United  States,  the  debtor  coiporation  will  withhold  the  normal  income  tax 
and  pay  same  to  proper  officer  of  United  States,  authorized  to  receive  it,  in  a  manner 
and  form  provided  for  withholding  and  accounting  for  tax  withheld.  (T.  D.  2690; 
art.  32.) 

Duty  of  withholding  income  tax  from  dividends  rests  upon  domestic  or  other 
resident  corporations  paying  the  dividends;  when  it  appears  that  actual  owner  of 
stock  is  nonresident  alien  corporation  it  shall  be  duty  of  debtor  or  issuing;  corpora- 
tion in  United  States  to  withnold  income  tax  from  amount  of  dividend  it  pays  to 
each  nonresident  alien  corporation,  and  to  make  return  of  such  withholding  on 
monthly  return  Form  1012:  annual  return,  which  is  surnmary  of  monthly  returns, 
shall  be  filed  on  or  before  March  1  of  each  year  for  preceding  calendar  year.  (T.  D. 
2690;  art.  201.) 

Where  for  any  reason  there  is  included  in  return  which  foreign  corporation  is 
required  to  make  of  all  income  received  from  sources  within  United  States  any 
income  upon  which  tax  has  been  withheld  at  source,  such  foreign  corporation  may 
take  credit  against  amount  of  tax  due  for  amount  of  tax  so  withheld  at  source,  pro- 
vided statement  is  attached  to  return,  setting  forth  source  and  amount  of  income 
upon  which  tax  was  so  withheld.     (T.  D.  2690;  art.  201.) 

^^liere  foreign  corporation  having  no  office,  agent,  or  place  of  business  in  United 
States,  receives  income  from  sources  within  this  country,  other  than  that  upon 
which  tax  has  been  withheld  at  source,  it  shall  make  return  of  annual  net  income  to 
collector  of  internal  revenue  at  Baltimore^  Md.,  accounting  for  therein  all  income 
received  during  year  from  all  sources  in  United  States,  incTudine  that  upon  which 
tax  has  been  withheld,  taking  credit  for  amount  of  tax  so  withheld  at  source  under 
stated  conditions.    (T.  D.  2690;  art.  202.) 

Statujs  of  tax. 

Tax  due  on  income  has  status  of  a  debt  due  to  the  United  States;  persons  receiv- 
ing property  charged  with  such  indebtedness  must  answer  for  the  debt.  (T.  D. 
2090;  art.  39.) 

Treasury  decisions — Bate  effective. 

Treasury  decisions  promulgating  rulings  of  internal  revenue  bureau  become 
effective  upon  date  of  approval,  unless  oUierwise  stated  therein;  cases  previously 
adjusted  in  contravention  of  law  as  pronounced  in  such  decisions  are  subject  to 
readjustment  in  accordance  with  the  decision.    (T.  D.  2690;  art.  38.) 

Withholding^Car-trust  certificates. 

Where  car-trust  certificates  contain  provision  by  which  obligor  a^ees  to  pay 
portion  of  tax  imposed  upon  obligee,  or  reimburse  obligee  for  any  portion  of  tax,  or 
pay  interest  without  deduction  for  any  tax,  trustees  in  whose  names  legal  title  to 
equipment  stands,  in  making  interest  payments,  will,  in  absence  of  claims  for 
exemption,  where  interest  payments  are  made  to  individuals,  withhold  normal 
income  tax  on  such  payments  regardless  of  amount  thereof.    (T.  D.  2690;  art.188.) 
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Withholding— Continued . 

Credits. 

Where  tot  any  reason  there  ia  included  in  return  which  forekpa  corporation  ib 
required  to  mako  of  all  income  received  from  sources  within  united  States  any 
income  upon  which  tax  has  been  withheld  at  source,  such  foreign  corporation  may 
take  credit  against  amount  of  tax  due  for  amount  of  tax  so  withheld  at  sourcci  pro- 
vided statement  is  attached  to  return,  setting  forth  source  and  amount  of  income 
upon  which  tax  was  so  withheld.    (T.  D.  2690;  art.  201.) 

Dividends  paid  foreign  corporations. 

To  enable  debtor  corporations,  etc.,  in  the  United  States  to  distinguish  between 
nonresident  alien  corporations,  et-c.,  which  have  and  those  which  do  not  have  any 
office,  agent,  or  place  of  business  in  the  United  States,  and  also  to  enable  such  non- 
resident alien  corporations,  etc.,  as  have  an  office  or  place  of  business  in  the  United 
States  to  claim  exemption  from  withholding  of  normal  income  tax  on  dividends 
upon  capital  stock  of  domestic  or  other  resident  corporations,  etc.,  certificate  stat- 
ing that  such  corporation,  etc.,  has  an  office  or  place  of  business  in  the  United  States 
will  be  filed  with  the  debtor  corporation.    (T.  D.  2690;  art.  200.) 

When  record  owner  of  stock  of  domestic  or  other  resident  corpcatitionsj  joint-stock 
companies  or  associations,  and  insurance  companies,  is  a  nonresident  alien  corp<»:a- 
tion,  joint-stock  company  or  association,  or  insurance  company,  not  having  an  office, 
agent,  or  place  of  business  in  the  United  States,  debtor  corponition  will  withhold 
and  pay  tax  to  proper  officer  of  United  States  authorized  to  receive  it,  in  manner  and 
form  pro\'ided  for  withholding  and  accounting  for  tax  withheld.  (T.  D.  2690;  art. 
200.) 

Duty  of  withholding  income  tax  from  di\'idends  rests  upon  domestic  or  other 
resident  corporations  paying  the  dividends;  when  it  appears  that  actual  owner  of 
stock  is  nonresident  alien  corporation  it  shall  be  duty  of  debtor  or  issuing  corpora- 
tion in  United  States  to  withhold  income  tax  from  amount  of  dividend  it  pays  to 
each  nonresident  alien  corporation,  and  to  make  return  of  such  withholding  on 
monthly  return  Form  1012.    (T.  D.  2690;  art.  201.) 

When  stock  in  domestic  or  resident  alien  corporation  whose  net  income  is  subject 
to  normal  income  tax  is  issued  in  name  of  another  than  nonresident  alien  corporation, 
dividends  on  such  stock  will  not  be  subject  to  withholding  of  normal  tax  under 
section  13  (f)  of  the  act  of  September  8,  1916.  as  amended,  except  when  debtor 
corporation  or  its  withholding  agent  has  knowledge  that  actual  owner  of  stock  is 
nonresident  alien  corporation  suoject  to  withholding.    (T.  D.  2690;  art.  201.) 

Banks  and  collecting  agents,  debtor  corporations,  and  withholding  agents,  au- 
thorized to  accept,  until  June  1,  1918,  certificates  of  ownership  on  old  forms  when 
properly  executed.    (T.  D.  2702;  Apr.  18, 1918.) 

Monthly  returns  reporting  payment  of  interest  on  bonds,  or  payment  of  divi- 
dends on  stock  of  domestic  corporations,  registered  in  the  name  of  foreign  corpora- 
tions, not  having  an  office  or  place  of  business  in  the  United  States,  required  to  bo 
prepared  on  Form  1012,  revised  (1918).    (T.  D.  2702;  Apr.  18,  1918.) 

Exempt  corporations. 

Oiganizations  enumerated  in  section  11  of  the  act  of  September  8,  1916,  as 
amended,  are  not  exempt  from  requirements  with  respect  to  withholding  of  normal 
tax  on  bond  interest  or  dividends  paid  to  foreign  corporations  or  bond  interest  paid 
to  individuals  on  bonds  having  tax-free  covenant.    (T.  D.  2690;  art.  81.) 

Interest. 

Interest  received  from  deposits  in  banks  located  within  the  United  States  paid 
to  nonresident  alien  individuals  constitutes  income  received  from  resources  within 
the  United  States  and  is  subject  to  withholdingproviaions  of  act  of  September  8, 
1916,  as  amended  by  act  of  October  3,  1917.  (T.  D.  2623;  Doc.  28,  1917.  T.  D. 
2652;  Feb.  6,  1918.) 

WTien  foreign  corporation  having  no  office,  agent,  or  place  of  business  in  United 
States,  receives  income  from  soiuces  within  this  country,  other  than  that  upon  which 
tax  has  been  withheld  at  source,  it  shall  make  return  of  annual  net  income  to  col- 
lector of  internal  revenue  at  Baltimore,  Md.,  accounting  for  therein  all  income 
received  during  year  from  all  sources  in  United  States,  including  that  upon  which 
tax  has  been  withheld,  taking  credit  for  amount  of  tax  so  withh^d  at  source  under 
stated  conditions.    (T.  D.  2690;  art.  202.) 
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Withholding— Continued . 

Ownership  certificates. 

Whero  debtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  or  foreign  corporations,  hav- 
mg  no  office  or  place  of  business  in  the  United  States,  or  has  withhold  no  tax  from 
citizens  or  residents  of  United  States,  whether  or  not  bonds  upon  whidi  such  inter- 
est accrued  contain  tax-free  covenant  clause,  exemption  certificates  filed  in  con- 
nection with  such  interest  payments  shall  be  transmitted  direct  to  Commissioner 
of  Internal  Revenue  (Sorting  Di\'i8ion),  Washington,  D.  C,  accompanied  by  return 
on  Form  1096,  which  form  shall  be  filed  monthly,  and  need  not  be  sworn  to;  if  a 
corporation  or  withholding  agent  has  withheld  tax  and  is  therefore  required  to 
render  return  on  Form  1012,  revised,  all  certificates  received  shall  be  accounted 
for  on  such  monthly  return,  as  directed  by  instructions  thereon.  (T.  D.  2687; 
Apr.  1, 1918.) 

Under  section  13  (e)  of  the  act  of  September  8^  1916,  as  amended,  interest  on 
bonds  of  domestic  corporations,  joint-stock  companies  or  associations,  and  insurance 
companies,  payable  to  nonresident  alien  corporations,  is  subject  to  deduction  of 
tax  at  source  at  rate  of  6  per  cent  (2  per  cent  under  act  of  Sept.  8,  1916,  and  4  per 
cent  under  act  of  Oct.  3, 1917);  foreign  corporation  will  file  ownership  certificate, 
Form  1000,  in  presenting  coupons  for  payment;  if  foreign  corporation  has  office, 
agent,  or  place  of  business  in  united  StAtes,  certificate  Form  1001  shall  be  filed 
establishing  such  fact  and  relieving  corporation  from  deduction  of  tax  at  source. 
(T.  D.  2690;  art.  202.) 

Becord  owner  liable  for  tax. 

In  all  cases  where  actual  owner  of  stock  is  nonresident  alien  corporation,  and 
record  owner  is  individual,  firm,  or  corporation  in  the  United  States,  citizen,  or 
resident  alien,  and  actual  ownership  has  been  disclosed,  record  owner  will  be  held 
for  income-tax  purposes  to  have  receipt,  custody,  control,  and  disposal  of  divi- 
dend, and  will  be  required  to  make  return  for  actual  owner  and  pay  tax  found  to 
be  due.    (T.  D.  2690;  art.  201.) 

INCOME  TAXES  (INDIVIDtrALS). 
Abatement  claims. 

See  "Claims." 
Acts  published. 

Income  tax  of  September  8,  1916,  published.  (T.  D.  2360;  Sept.  11,  1916.) 
Same  act,  as  amendea  by  act  of  October  3, 1917,  and  war  income  tax  act  of  October 
3,  1917,  publiflhed.  (T.  D.  2549;  Oct.  20,  1917.  Note  correction  following  T.  D. 
2571.) 

Assessment  of  tax— Commissioner's  duty. 

Assessment  of  income  tax  shall  be  made  by  Commisgioner  of  Internal  Revenue. 
(T.  D.  2690;  art.  38.) 

In  any  case  where  conditions  which  obtain  do  not  appear  to  fall  within  the  law 
and  regulations  for  the  assessment  and  collection  of  the  income  tax,  proper  tax 
shall  be  assessed  in  particular  case  by  Commissioner  of  Internal  Revenue  upon  his 
findings  concerning  the  same.    (T.  D.  2690;  art.  49.) 

Effective  date  of  Treasury  decisions. 

Treasury  decisions  promulgating  rulings  of  internal-revenue  bureau  become 
effective  upon  date  of  approval  unless  otherwise  stated  therein;  cases  prevdoiisly 
adjusted  in  contravention  of  law  as  pronounced  in  such  decisions  are  subject  to 
readjustment  in  accordance  with  the  decision.    (T.  D.  2690;  art.  38.) 

Limitations. 

Paragraph  (a)  of  section  9  of  the  act  of  September  8, 1916,  does  not  re(]^uire  assess- 
ment to  be  niado  within  three  years  from  time  return  was  due;  limitation  is  upon 
discovery  of  delinquency  or  error  within  three  years.    (T.  D.  2690;  art.  38.) 

Noticd. 

All  persons  shall  be  notified  of  the  amount  for  which  they  are  respectively  liable 
on  or  before  the  lat  day  of  June  of  each  successive  year.    (T.  D.  2690;  art.  38.) 
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ABsessment  of  tax — Continued. 

Ownership  of  income. 

Ownership  of  income  and  liability  for  tax  thereon  shall  be  determined  as  of  the 
year  for  which  the  return  is  required  to  be  rendered.    (T.  D.  2690;  art.  49.) 

Claims  for  refund  or  abatement. 

See  "Claims." 

Collection  and  payment — Advance  payment. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole  of  income  and  exceos-profits  taxes  under  section*  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to 
taxpayer;  refund  of  excess  payment;  entries  to  be  made  on  specified  forms;  interest 
table.  (T.  D.  2622;  Dec.  26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695;  Apr. 
11,  1918.) 

Certiflcatea  of  indebtedness. 

Collectora  directed  to  receive  United  States  certificates  of  indebtedness  maturing 
June  25, 1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess-profits 
taxes,  when  payable  at  or  before  maturity  of  certificates;  amount  of  such  certificates 
must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to  be  made  in 
Federal  reserve  banks  of  districts  in  which  collectors'  offices  are  located ;  insurance, 
where  amounts  are  transmitted  by  registered  mail;  until  certificates  of  deposits  are 
received  from  banks  amounts  must  be  carried  as  '^cash  on  hand'';  schedule  showing 
amount  of  accrued  interest  payable  per  certificate  of  each  issue  on  any  date  from 
January  2  to  June  25,  1918.    (T.  D.  2639;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from 
February  15, 1918,  to  June  25,  1918.    (T.  D.  2656;  Feb.  15,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
March  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess-profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15,  to  June  25, 1918.     (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
April  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess-profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  on  any  day  from  April  15  to 
June  25,  1918.     (T.  D.  2703;  Apr.  23, 1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15,  1918,  and  maturing  June  25, 1918,  at  par  and  accrued  interest,  in  pavment 
of  income  and  excess-profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  the  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25,  1918.    (T.  D.  2718;  May  28,  1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of  indebt- 
edness of  Tax  Series  of  1919,  dated  August  20,  1918,  and  maturing  July  15,  1919. 
and  of  Series  T,  dated  November  7, 1918,  and  maturinff  March  15,  1919,  in  payment 
of  income  and  profits  taxes  when  payable  at  or  beiore  maturiW  of  certificates; 
deposits  of  certificates  must  be  made  with  Federal  reserve  banks  of  districts  in 
which  respective  collectors'  offices  are  located  and  must  be  forwarded  by  registered 
mails;  until  certificates  of  deposit  are  received  from  banks,  amounts  must  be  carried 
as  cash  on  hand;  schedules  of  certificates  required  to  be  kept  by  collectors;  deposit 
of  certificates  in  banks  by  taxpayers  permitted  under  stated  conditions.  (T.  D. 
2778;  Dec.  11,  1918.) 

Unmatiured  coupons  attached  to  certificates  of  indebtedness  of  Tax  Series  of  1919, 
dated  August  20, 1918,  and  maturing  July  15, 1919,  and  of  Series  T,  dated  November 
7,  1918,  and  maturing  March  15,  1919,  must  be  stamped  "Paid";  coupons  maturing 
on  or  before  date  tax  is  due  must  be  detached  by  taxpayer  and  collected,  but  all 
other  coupons  inust  be  attached  to  certificate  and  forwarded  to  Federal  reserve 
banks;  accrued  interest  to  date  income  or  profits  taxes  are  due  not  covered  by 
coupons  attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay  interest  on 
such  certificates,  nor  accept  them  for  an  amount  other  or  greater  man  their  face 
value.    (T.  D.  2778;  Dec.  11,  1918.) 

Excess  payment. 

An  excess  payment  of  tax  in  one  year  can  not  be  ofiFset  against  an  assessment  of 
tax  for  a  subsequent  year.    (T.  D.  2690;  art.  39.) 
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Executors  or  administrators. 

AdministratOTB  or  executors  should  pay  tax  found  by  return  for  calendar  year  in 
which  administration  waa  closed  to  be  due  immediately  upon  receipt  of  notice  and 
demand  for  payment  of  such  tax.    (T.  D.  2690;  art.  26.) 

Liability  for  payment  of  income  tax  attaches  to  the  person  of  an  executor  or 
admioistrator  up  to  and  including  date  of  discharge  regardless  of  fact  that  time  in 
which  claim  is  made  and  filed  against  estate  has  expired,  or  where,  prior  to  distri- 
bution and  discharge,  executor  or  administrator  had  notice  of  obligations  to  Fed- 
eral Government,  or  where  he  failed  to  exercise  due  diligence  in  determining  whether 
or  not  such  obligations  existed.    (T.  D.  2690;  art.  29.) 

Liability  for  tax  due  from  deceased  person,  or  from  his  estate,  attaches  to  estate 
itself,  and  when  by  reason  of  distribution  of  estate  and  discharge  of  executor  or 
administrator  it  shall  appear  that  collection  of  tax  can  not  be  mme  from  executor 
or  administrator  collector  will  make  demand  on  distributees  for  their  proportionate 
share  of  tax  due  and  unpaid.    (T.  D.  2690;  art.  29.) 

Fractional  part  of  cent. 

In  payment  of  income  tax  a  fractional  part  of  a  cent  shall  be  disregarded  unless  it 
amounts  to  a  half  cent  or  more  in  which  case  the  fraction  shall  be  increased  to  one 
cent.    (T.  D.  2690;  art.  41.) 

Nonresident  aliens. 

All  property  in  United  States  of  nonresident  alien  is  subject  to  distraint  for  collec- 
tion of  tax  and  penalty.    (T.  D.  2690;  art,  13.) 

Tax  on  income  derived  by  nonresident  aliens  from  sources  within  United  States 
shall  be  paid  by  owner  of  said  income  or  proper  representatives  of  the  alien  having 
the  receiDt,  custody,  control,  or  disposal  oi  same;  where  all  income  shall  have 
been  paid  over  by  the  representative  to  his  principal  on  or  before  October  3, 
1917,  or  where  stockholder  of  record  shall  not,  Detween  October  3  and  December 
31, 1917,  be  in  receipt  of  or  have  in  his  custody  or  control,  income,  the  property 
of  his  said  principstl,  such  representative  need  not  pay  such  tax,  leaving  same 
a  charge  aj^inst  the  nonresident  alien  and  to  be  collected  from  him  by  any 
means  at  disposal  of  the  Commissioner;  but  where  such  representative  shall  have 
in  his  possession,  custody,  or  control,  subsequent  to  October  3,  1917,  income 
of  his  principal,  said  representative  shall  pay  total  tax  due  upon  the  income  so  in 
his  custody  and  control  for  the  entire  year  1917  and  subsequent  years.  (T.  D, 
2690;  art.  32.) 

Upon  showing  properly  made  either  by  certification  or  return,  as  circumstances 
may  require,  as  to  ownership  of  stock  of  domestic  or  resident  alien  corporation.  Com- 
missioner of  Internal  Revenue  will  make  such  assessments  and  issue  such  instruc- 
tions to  debtors  and  withholding  agents  as  will  insure  proper  collection  of  tax  in 
accordance  with  respective  tax  liabilities.    (T.  D.  2690;  art.  32.) 

Where  actual  owner  of  stock  of  domestic  corporation  or  resident  alien  corporation 
is  nonresident  alien  individual  or  corporation,  and  record  owner  is  an  individual 
firm  or  corporation  in  the  United  States  (citizen  or  resident  alien),  and  showing  of 
actual  ownership  is  made,  record  owner  will  be  held  to  have  receipt,  custody,  con- 
trol, and  disposal  of  di\ddend  income  and  will  be  required  to  pay  tax  found  by 
return  to  be  due.    (T.  D.  2690;  art.  32.) 

Notice. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  than  June  15;  as  to  tax  unpaid  on  June  15,  and  for  10 
days  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amoimt  of  tax  unpaid 
and  interest  at  rate  of  1  per  cent  per  month  upon  such  tax  from  time  same  became 
due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collectors  should 
issue  Form  17  for  purpose  of  fixing  definitely  date  when  penalty  accrues  and  interest 
begins  to  run,  and  copy  of  notice  should  be  filed.    (T.  D.  2690;  arts.  39,  41.) 

Payment  by  check— Bad  checks. 

Taxpayers  whose  checks  have  been  returned  uncollected  by  depositary  bank 
should  be  immediately  notified  to  make  checks  good;  if  taxpayer  fails  to  do  so,  col- 
lector should  proceed  to  collect  taxes  by  usual  methods,  as  though  no  check  had  been 
given.    (T.  D.  2666;  Mar.  8,  1918.) 

In  cases  where  checks  have  been  returned  uncollected  by  depositary  bank,  if 
recapitulation  of  assissment  list  for  the  month  has  not  yet  been  sent  to  the  Com- 
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misaioner,  original  entry  of  payment  should  be  canceled,  and  at  the  same  time  thero 
should  be  noted  in  the  * 'Remarks"  column  * 'Check  returned  impjud;  transferred 
to  p.  — ,  1.  — ,*'  with  the  date,  and  the  item  should  be  reentered  in  the  unpaid 
section  of  the  list,  with  the  notation '  "Transferred  from  p.  — ,  1.  — . "  There  should 
ho  submitted  in  support  of  the  new  entry  a  copy  of  the  collector's  letter  to  the  tax- 
payer with  rc^rd  to  the  nonpayment  of  the  check;  if  monthly  recapitulation  has 
gone  forward,  note  should  be  made  in  the  '  'Remarks*'  column,  opposite  the  original 
entry,  "Check  returned  unpaid,"  with  the  date.     (T.  D.  2666;  Mar.  8,  1918.) 

Where  check  for  which  certi^cate  of  deposit  to  credit  of  Treasurer  of  the  United 
States  has  been  issued  is  returned  to  depositary  bank  unpaid,  collector  will  be 
promptly  notified  and  check  held  for  few  aap,  during  which  time  collector  should 
make  effort  to  recover  amount  from  taxpayer;  if  amount  is  recovered,  collector  should 
immediately  turn  it  over  to  depositary'  in  exchange  for  bad  check,  which  should  ])e 
returned  to  the  drawer,  but  if  amount  is  not  recovered  within  reasonable  time,  de- 
positary will  return  check  with  letter  of  transmittal  and  ask  receipt  from  collector, 
which  receipt  should  be  given  in  duplicate,  and  depositary  will  chaige  amount  to 
Treasurer's  account  in  next  daily  transcript.     (T.  D.  2666;  Alar.  8,  1918.) 

Where  check  deposited  in  collection  account  is  returned  unpaid,  and  no  certificate 
of  deposit  on  Form  15  covering  the  amount  thereof  has  been  issued,  amount  of  check 
will  be  charged  by  depositary  to  the  collection  account,  after  being  held  in  a  sus- 
pense account  for  a  few  days  while  an  effort  is  made  to  recover  amount  from  tax- 
payer.    (T,  D.  2666;  Mar.  8,  1918.) 

• Collection  at  par. 

All  checks  in  payment  of  income  taxes  must  be  collectible  at  par  (without  any 
deduction);  taxpayers  who  are  not  sure  that  their  checks  will  be  imd  at  par  should 
be  advised  to  write  beneath  the  amount  * 'without  deduction  for  exchange,"  or 
'  'with  exchange" ;  collector  not  required  to  examine  all  checks  to  see  whether  thev 
are  collectible  at  par;  if  bank  on  which  check  is  drawn  refuses  to  pay  it  at  par,  it  will 
bo  returned  through  depositary  bank,  and  should  be  treated  in  same  manner  as  a 
bad  check.    (T.  D.  2666;  Mar.  8,  1918.) 

Monthly  and  quarterly  accounts. 

Instructions  with  reference  to  preparation  of  monthly  and  quarterly  accounts  in 
cases  where  checks  have  been  returned  uncollected  by  depositary  bank.  (T.  D. 
2666;  Mar.  8,  1918.) 

Out-of-town  check. 

All  out-of-town  checks  for  which  depositary  bank  is  unwilling  to  issue  immediate 
certificate  of  deposit  to  credit  of  Treasurer  of  United  States,  uiould  be  deposited 
separately  in  collection  account,  as  provided  in  T.  D.  2627;  collection  account  will 
be  charged  and  Treasurer's  general  account  credited  by  issuance  of  certificate  of 
deposit  on  Form  15.    (T.  D.  2666;  Mar.  8,  1918.) 

Posting  records. 

Instructions  with  reference  to  posting  records  1  and  9  in  cases  where  checks  have 
been  returned  uncollected  by  depositary  bank.    (T.  D.  2666;  Mar.  8,  1918.) 

• TTncertilled  checks. 

If  uncertified  check,  accepted  by  collectors,  is  not  paid,  person  by  whom  it  ha.s 
been  tendered  remains  liable  for  tax ;  such  uncertified  checks  as  depositary  bank  is 
willing  to  accept  should  be  included  in  certificate  of  deposit  issued  to  collector;  all 
other  certificates  will  be  carried  by  collector  as  '  'cash  on  hand" ;  date  on  which  col- 
lector receives  check  considered  date  on  which  payment  is  made  unless  check  is 
returned  dishonored;  such  uncertified  chocks  as  bank  is  not  willing  to  accept  for 
immediate  credit  may  be  deposited  for  collection,  and  when  collection  is  made  pro- 
ceeds should  be  immediately  depoeitod  with  other  collections  for  the  day,  collector 
charging  his  account  "cash  on  hand,"  and  crediting  taxpayer  from  whom  check 
was  received.     (T.  D.  2627;  Dec.  28,  1917.) 

Penalties  for  nonpayment. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  tlan  June  15;  as  to  tax  unpaid  on  June  15,  and  foi 
10  da>'B  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amount  of  tax  un- 
paid and  interest  at  rate  of  1  per  rent  i)er  month  upon  such  tax  from  time  same 
oecame  due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collec- 
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tors  should  issue  F<»rm  17  for  purpose  of  fixing  definitely  date  when  penalty  accrues 
and  interest  begins  to.nin,  and  copy  of  notice  e^ould  be  filed.  (T.  D.  2690;  art. 
39,  41.) 

There  shall  be  added  to  tax  unpaid  before  cloee  of  business  June  15  and  10  days 
after  notice  and  demand  5  per  cent  <m  amount  of  tax  unpaid  and  interest  at  rate  of 
1  per  cent  per  month  from  time  same  became  due,  except  from  estates  of  insane, 
deceased,  or  insolvent  persons,  and  delinquents  ^all  also  be  liable  for  specific 
penalty  of  not  less  than  $20  nor  more  than  $1,000.    (T.  J>.  2690;  art.  51.) 

Status  of  tax 

Tax  due  on  income  has  status  of  a  debt  due  to  the  United  States;  persons  receiving 
property  charged  with  such  indebtedness  must  answer  for  the  debt.  (T.  D.  2690; 
art.  39.) 

A  tax  is  not  a  debt  and  the  Government  is  not  a  creditor  in  a  strict  sense.  The 
obligation  is  of  a  higher  nature  than  a  debt.    (T.  D.  3043;  July  2,  1920.    Ct.  Dec.) 

Time  of  payment. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  than  Juno  15.    (T.  D.  2690;  art.  39.) 

Because  of  impossibiLity  of  recei\aDg  notice  and  demand  on  Form  17  and  making 
payment  of  taxes  so  that  taxes  can  be  received  by  collector  within  10-day  perioa 
following  June  15,  or  within  10-day  period  following  service  of  notice,  by  reason  of 
absence  m  foreign  countries  or  on  account  of  traveling  abroad,  or  of  absence  in  the 
military  or  other  service  of  the  country,  and  consequent  delay  in  recei\'ing  mail, 
collector  is  requested  to  enter  on  Form  17  as  date  on  which  tax  becomes  due  and 
payable,  as  nqar  as  possible,  aate  10  days  subsequent  to  time  that  notice  should  bo 
received  in  ordinary  course  of  mails,  and  where  it  appears  that  full  amount  of  tax 
was  placed  in  mail  within  10-day  period,  or  in  case  notice  is  not  delivered  in  due 
time,  and  satisfactory  evidence  of  that  fact  is  fumiahed,  penalty  and  interest  will 
not  be  collected.    (T.  D.  2679;  Mar.  23, 1918.) 

Constitutional  provision. 

The  sixteenth  amendment  to  the  Constitution  of  the  United  States  does  not 
extend  the  taxing  power  to  new  or  excited  subjects,  but  merely  removes  all 
occasion  which  otherwise  might  exist  for  an  apportionment  among  the  States  of 
taxes  laid  on  income,  whether  it  be  derived  from  one  source  or  another.  (T.  D. 
2726;  June  4,  1918.    Ct.  Dec.) 

Under  the  sixteenth  amendment  to  the  Constitution,  Congress  has  power  to  tax 
as  income,  without  apportionment,  everything  that  became  income  in  the  ordinary 
sense  of  the  word  after  the  adoption  of  the  amendment.  (T.  D.  2731;  June  11,  1918. 
a.  Dec.) 

Neither  under  the  sixteenth  amendment  to  the  Constitution  nor  otherwise  has 
Congress  power  to  tax  without  apportionment  a  true  stock  dividend  made  lawfully 
and  in  good  faith,  or  the  accumulated  profits  behind  it,  as  income  of  the  stock- 
holder; act  September  8,  1916.  held  unconstitutional  in  so  far  as  it  imposes  an  in- 
come tax  upon  true  stock  dividends.    (T.  D.  3010;  Apr.  26,  1920.    Ct.  Dec.) 

Dednctions. 

See  '  *Net  income, '  *  post. 
Estate  tax — Deduction  of  income  taxes. 

Where  State  statute  or  act  of  Congress,  imposing  tax  on  income,  creates  either  a 
lien  or  a  personal  obli^tion,  as  of  a  date  in  the  decendent's  lifetime,  the  tax  is  de- 
ductible, and  where  hen  or  obligation  is  created  as  of  a  date  subsequent  to  the  de- 
cedent's death  the  tax  is  not  deductible;  the  income  and  excess  profits  taxes  imposed 
by  acts  of  September  8,  1916,  and  October  3,  1917,  constitute  personal  obli^tion  of 
the  taxpayer,  and  are  deductible  in  accordance  with  these  rules;  the  unpaid  taxes 
for  years  prior  to  that  in  which  decedent  died  are  deductible;  icfr  the  year  in  which 
decedent  died,  the  tax  upon  income  up  to  the  date  of  death  is  deductible.  (T.  D. 
2771;  Nov.  8, 1918.) 

Exemptions— Amount. 

Under  act  of  September  8,  1016,  as  amended,  and  act  of  October  3,  1917,  returns 
required  in  case  oi  net  incomes  equal  to  or  in  excess  of  $1,000  or  $2,000,  according 
to  marital  status  of  person  making  return;  in  return  so  required  basic  personal 
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exemption  will  be  $1,000  under  act  of  October  3,  1917,  and  $3,000  under  act  of 
September  8, 1916,  as  amended ;  exemption  allowed  husband  and  wife  living  together 
may  be  taken  by  one  or  divided  between  them  in  such  ratio  as  they  may  determine. 
(T/D.  2690;  art.  26.) 

Applying  only  to  citizens  and  residents  of  United  States  there  is  an  individual 
exemption  of  $3,000,  except  that  if  husband  and  wife  live  together  a  joint  exemption 
of  $4,000  under  the  act  of  September  8, 1916,  and  $2,000  under  the  act  of  October  3, 
1917,  is  substituted  for  the  several  exemption  of  $3,000  each,  under  the  earlier  act, 
and  $1,000  each,  under  the  later  act,  ana  that  if  the  taxpayer  be  a  head  of  a  family 
consisting  of  a  person  or  persons  other  than  a  wife  or  husband  alone,  his  exemp- 
tion is  $4,000  under  the  earlier  act  and  $2,000  under  the  later  act,  plus  $200  for  each 
dependent  child.    (T.  D.  2692;  Apr.  8,1918.) 

Bequests  or  legacies. 

Value  of  property  acquired  by  bequest  or  devise  shall  not  be  included  as  income, 
but  income  from  such  property  shall  be  reported.    (T.  D.  2690;  art.  5.) 

Children. 

Exemption  of  $200  for  each  dependent  child  provided  by  section  7  of  act  of 
September  8,  1916,  as  amended,  is  given  in  respect  of  income  tax,  and  is,  therefore, 
applicable  under  both  the  act  of  September  8,  1916,  as  amended,  and  the  act  of 
October  3, 1917,  under  same  conditions  of  fact.    (T.  D.  2690;  art.  14.) 

Death  within  calendar  year. 

Where  person  having  taxable  income  dies  within  calendar  year,  his  personal 
rcpres3Qtatives  in  making  return  for  him  may  claim  full  exemption  granted  by 
statutes  for  calendar  year.    (T.  D,  2690;  art.  14.) 

Where  husband  or  wife  having  taxable  income  dies  within  calendar  year  and  full 
exemption  for  year  is  used  by  personal  representative  in  making  return,  if  survivor 
is  also  required  to  make  return  at  close  of  year  for  income  received  within  that  year, 
the  full  personal  exemption,  according  to  marital  status  of  survivor  at  close  of  year, 
may  be  claimed  in  return  of  income.    (T.  D.  2690;  art.  14.) 

■ Excess. 

Personal  exemptions  are  grantel  in  respect  of  normal  income  tax  only,  and  where 
total  of  allowable  exemptions  and  credits  exceeds  amount  of  net  income,  excess 
of  such  exemptions  may  not  be  availed  of  as  against  additional  tax.  (T.  D.  2690; 
art.  14.) 

Federal  reserve  bank  dividends. 

Exemption  provided  for  in  Federal  reserve  statute,  section  3,  of  the  act  of  October 
22,  1914,  attacnea  to  and  follows  income  derived  from  dividends  on  stock  of  Federal 
resarve  banks  into  hands  of  stockholders,  that  is  to  say,  dividends  received  on  stock 
of  such  banks,  are  exempt  from  taxes  imposed  by  acts  of  September  8,  1916,  as 
amended,  and  of  October  3,  1917.    (T.  D.  2690;  art.  86.) 

Fiduciaries. 

Fiduciaries  acting  for  minors  or  incompetent  persons  are  permitted  to  take  per- 
sonal exemption  as  to  income  derived  from  property  of  which  they  have  charge  in 
favor  of  each  ward  or  beneficiary.    (T.  D.  2690;  art.  14.) 

Gifts. 

Value  of  property  acquired  by  gift  shall  not  be  included  as  income,  but  income 
from  such  property  shall  be  reported.    (T.  D.  2690;  art.  5.) 

Head  of  family. 

Head  of  a  family  is  person  who  actually  supports  and  maintains  one  or  more 
individuals  who  are  closely  connected  with  him  by  blood  relationship,  relationship 
by  marriage  or  bv  adoption,  and  whase  right  to  exercise  familv  control  and  provide 
for  these  dependent  individuals  is  based  upon  some  moral  or  legal  obligation. 
(T.  D.  2690;  art.  14.) 

Applying  only  to  citizens  and  residents  of  United  States  there  is  an  individual 
exemption  of  $3,000,  except  as  to  taxpayer  who  is  head  of  family^  consisting  of  person 
or  persons  other  than  a  wife  or  husband  alone,  his  exemption  is  $4,000  under  act  of 
September  8,  1916,  and  $2,000  under  act  of  October  3,  1917,  plus  $200  for  each  de- 
pendent child.     (T.  D.  2692;  Apr.  8,  1918.) 
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-; —  Head  of  family— Continued. 

A  head  of  a  family  is  a  person  who  actually  supports  and  maintains  one  or  more 
individfuals  who  are  closely  connected  with  hun  by  blood  relationship,  relationship 
by  marriage,  or  by  adoption,  in  one  household;  in  absence  of  continuous  actusd 
residence  together,  whether  or  not  a  person  with  dependents  is  head  of  a  family 
within  the  meaning  of  the  statute  must  depend  on  the  character  of  the  separation; 
if  a  child  or  other  dependent  is  away  only  temporarily  at  school  or  on  a  visit,  the 
common  home  being  still  maintained,  the  additional  exemption  applies;  if,  how- 
ever, the  dependent  continuously  makes  his  home  elsewhere  his  benefactor  is  not 
the  head  of  a  family,  irrespective  of  the  question  of  support.  (T.  D.  2692;  Apr.  8, 
1918.    See  T.  D.  2427;  Dec.  26,  1916.) 

Husband  and  wife. 

Resident  aliens  claiming  exemption  because  of  families  or  wives  residing  abroad, 
are  not  heads  of  families  or  married  men  or  women  with  wives  or  husbands  living 
with  them  within  the  meaning  of  the  income-tax  law,  and  they  are  in  no  case  en- 
titled to  more  than  their  individual  exemptions  of  $3,000,  under  the  act  of  Septem- 
ber 8, 1916,  and  $  1,000  under  the  act  of  October  3, 1917.    (T.  D.  2692;  Apr.  8, 1918.) 

In  the  case  of  a  married  man  or  a  married  woman  the  joint  exemption  replaces 
the  individual  exemptions  only  if  his  wife  lives  with  him  or  her  husband  lives  with 
her;  in  absence  of  continuous  actual  residence  together,  whether  or  not  a  man  or 
woman  has  a  wife  or  husband  living  with  him  or  her  must  depend  on  the  character 
of  the  separation;  if  merely  occasionally  and  temporarily  a  wife  is  away  on  a  visit 
or  a  husband  is  away  on  business,  the  joint  home  oeing  maintained,  the  additional 
exemption  applies,  and  the  unavoidable  absence  of  a  wife  or  husband  at  a  sana- 
torium or  asylum  on  account  of  illness  does  not  preclude  claiming  the  exemption; 
if,  however,  the  husband  voluntarily  and  continuously  makes  nis  home  at  one 
place  and  the  wife  hers  at  another,  they  are  not  living  together  for  the  purpose  of  the 
statute,  irrespective  of  their  personal  relations.    (T.  D.  2692;  Apr.  8, 1918.) 

Inherited  property. 

Value  of  property  acquired  by  bemiest  or  devise  shall  not  be  included  as  income, 
but  income  from  such  property  shall  be  reported.    (T.  D.  2690;  art.  5.) 

Insurance. 

There  shall  not  be  included  as  income  proceeds  of  life  insurance  policies  paid  to 
beneficiaries  upon  death  of  insured,  or  amount  received  by  insured  as  return  of 
premium  or  premiums  paid  by  him  under  life  insurance,  endowment,  or  annuity 
contracts,  either  during  term  or  at  maturity  of  term  mentioned  in  contract  on 
surrender  of  contract.    (T.  D.  2690;  art.  5.) 

Interest. 

Inten^st  on  oblations  of  a  State  or  any  political  subdivision  thereof,  or  on  obli- 
gations of  the  United  States  (but,  in  case  of  obli^tions  issued  after  September  1, 
1917,  only  if  and  to  extent  provided  in  act  authoriung  issue  thereof),  or  its  posses- 
sions, or  on  securities  issued  under  provisions  of  Federal  farm  loan  act  of  July  17, 
1916,  shall  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Income  from  United  States  bonds  issued  imder  the  act  of  September  24,  1917,  is 
exempt  from  the  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  corpora- 
tions oy  section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax 
imposed  by  section  10  of  Title  I  of  the  act  of  September  8,  1916,  as  amended.  (T. 
B.  2690;  art.  85.) 

Liberty  bonds. 

Interest  on  obligations  of  United  €tates  (but,  in  case  of  obli^tions  issued  after 
September  1,  1917,  only  if  and  to  extent  provided  in  act  authorizing  issue  thereof) 
or  its  possessions  shall  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Income  from  United  States  bonds  issued  under  the  act  of  September  24,  1917,  is 
exempt  from  the  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  corpora- 
tions oy  section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax 
imposed  by  section  10  of  Title  I  of  the  act  of  September  8, 1916,  as  amended.  (T, 
D.  2690;  art.  85.) 

When  income  as  such  is  taxable  to  beneficiaries,  as  in  case,  under  present  income 
tax  law,  of  trust  income  of  which  is  to  be  distributed  annually  or  regularly  between 
existing  beneficiaries,  each  beneficiary  is  regarded  as  owner  of  proportionate  part  of 
bonds  held  in  trust,  and  subscription  by  trustee  for  bonds  of  Fourth  Liberty  Loan 
oonstitutes  each  beneficiary  an  original  subscriber  for  his  proportionate  part  and 


Digitized  by  VjOOQIC 


366  INCOME  TAXES    (INDIVIDUALS). 

Exemp  tions — ^Continued . 

Liberty  bonds — Continued. 

entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  iffiues,  whether 
owned  bv  beneficiary  or  by  trustee,  and  subscription  by  such  beneficiary  for  bonds 
of  Fourth  Liberty  Loan  entitles  him  to  collateral  exemption  of  interest  on  bonds 
of  previous  issues  held  by  trustee.     (T.  D.  2762;  Oct.  18, 1918.) 

When  income  is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law,  of 
ft  trust  income  of  which  is  accumulated  for  benefit  of  unborn  or  unascertained 
persoDfi,  trustee  is  regarded  as  owner  of  all  bond»  held  in  trust,  and  the  trust  is 
entitled  to  exemption  on  account  of  such  ownership.  In  such  case  subscription 
by  trustee  for  Ixmds  of  Fourth  Liberty  Loan  constitutes  trustee  as  such  the  original 
subscriber  and  entitles  the  trust,  on  account  of  such  subscription,  to  collateral 
exemption  of  interest  on  bonds  of  previous  issues.     (T.  D.  2762;  Oct.  18,  1918.) 

Corporation,  and  not  stockholders,  is  regarded  as  owner  of  Liberty  loan  bonds 
held  Dv  a  corporation  and  entitled  to  exemption  on  account  of  soch  ownership. 
Wben  bonds  of  Fourth  Liberty  Loan  are  subscribed  for  by  corpofation,  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  of  interest 
on  bonds  of  previous  issues  on  account  of  such  original  snbscription.  (T.  D.  2762; 
Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partner^ip  income  as  a  whole, 
such  partnership  is  original  subecriber  and  entitled  to  coHateral  exemptkm  of 
interest  on  Libertv  bonds  of  previous  issues  on  account  of  such  or^final  subscrip- 
tion for  bon*  of  l^ourth  Liberty  Loan.     (T.  D.  2762;  Oct.  18,  1^18.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  partnership 
income,  such  partner,  if  partner  at  time  of  origiiil  subscription  by  partnership 
for  bonds  of  Fourth  Liberty  Loan,  is  treated  as  original  subscriber  for  proportionate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T. 
D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess  profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  \otai  boa<iB  held 
by  it  and  entitled  to  exemption  from  taxes  assessed  upon  income  of  partnership 
as  such.    (T.  D.  2762;  Oct.  18,  1918.) 

Wlien  income  of  partnership  is  taxable  to  individual  partners,  aa  under  present 
income  tax  law,  eadh  partner  is  treated  as  owner  of  proportionate  part  of  Libertv 
loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such 
ownership,  as  if  such  partner  owned  such  proportionate  part  of  bonds  directly. 
(T.  D.  2762;  Oct.  18,  1918.) 

Circular,  issued  under  date  of  April  23,  1919,  with  reference  to  lax  exemptions 
of  Liberty  bonds  and  Victory  notes,  published  for  information  of  internal  revenue 
officers  and  others  concerned.     (T.  D.  2836;  May  7,  1919.) 

For  purposes  ol  additional  tax  exemption  for  Liberty  bonds  granted  by  section 
2  (b)  or  the  Victory  Liberty  loan  act,  approved  Marcn  3,  1919,  Victcwy  notes  of 
either  series  issued  upon  conversion  ol  Victorv  notes  of  the  other  series  which  were 
originally  subscribed  for  bv  any  taxpayer  will  be  deemod  to  have  been  oiiginallv 
sub.scribed  for  by  such  taxpayer.    (T.  D.  ^57;  Jxme  7, 1W9.) 

Intere^  accrued  on  4|  per  cent  Victory  notes  at  dacte  of  conveisaon  by  taxpayer 
into  3f-  per  cent  Victory  notes  will,  for  purposes  of  computin^net  income,  be  deemed 
to  be  interest  on  4}  p«r  cent  Victory  notes,  and  will  be  entitled  only  to  exemptions 
from  taxation  to  wiuch  interest  on  4}  per  cent  Victory  notes  is  entitled;  amounts 
received  by  taxpayer  from  United  Statos  by  way  ol  adjustment  of  accrued  interest 
upon  conversion  of  4}  per  cent  Victory  notes  will  be  deemed  to  be  interest  on  4^ 
per  cent  Victory  notes.     (T.  D.  2865;  June^l4,  1919.) 

All  interest  accrued  on  3i  per  cent  Victory  notes  at  date  of  any  conversion  by 
taxpayer  into  4f  per  cent  Victory  notes  will,  for  purposes  of  computing  net  income, 
be  deemed  to  be  interest  upon  3J  per  cent  Victory  notes,  and  will  be  entitled  to 
exemptions  from  taxation  to  which  interest  upon  3J  per  cent  Victory  notes  is  en- 
titled.   (T.  D.  2865;  June  14,  1919.) 

Partnership. 

Character  of  partnership  profits  divisible  between  persons  has  no  rcfepence  (ex- 
cept aa  otherwise  specially  provided  foir  in  section  8  (e)  of  the  act  ol  September  8, 
19i6>  as  amended)  U>  any  character  which,  as  income  accruing  to  partnership,  it 
may  have  borne  prior  to  receipt  by  partnership,  and  hence,  wiu  exception  noted, 
income  received  by  partnership  can  not  be  traced  to  source  beyond  partnership 
for  purpose  of  claiming  individual  exemption.    (T.  D.  2690;  art.  30.) 
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Political  subdivisions. 

Interest  upon  obligations  of  State  or  any  political  subdivision  thereof  is  exempt; 
oblig:ation8  issued  for  public  purpose  by  or  on  behalf  of  State  or  duly  organized 
political  subdivision  acting  by  constituted  authorities  duly  empowered  to  iflsiie 
such  obligations  are  obligations  of  a  State  or  political  subdivision  thereof.  (T.  D. 
2715;  May  20,  1918.) 

Term  *^  political  subdivision/'  as  used  in  artide  83  of  Regulations  No.  33,  relating 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  division  oif 
the  State  made  by  proper  authorities  tliereof  acting  within  their  constitutional 
powers  for  purpose  of  carrying  out  portions  of  those  functions  of  State  which  by 
loz^  usage  and  inherent  necessities  of  Gov^iiimeat  have  always  been  regarded  as 
public;  the  term  includes  special  assessment  districts  so  created,  such  as  roads, 
water,  sewer,  gas,  light,  reclamation,  drainage,  in*igation,  levee,  school,  harbor, 
port  improvement,  and  similar  districts  and  divisions  of  State.  (T.  D.  2715;  May 
20,  1»18.) 

President  of  the  TTnited  States. 

Compensation  of  President  oC  United  States  for  term  for  which  he  is  elected, 
beginnmg  March  4,  1917,  shall  not  be  included  as  income  for  purposes  of  income 
tax  luider  act  of  October  3,  1&17,  such  compenaatbn  bei^  subject  to  tax  under 
the  act  of  September  8,  191G.    (T.  D.  2690;  art.  5;  see  T.  D.  3037.) 

- —  Scope. 

Exemptions  in  respect  of  normal  income  tax  arc  limited  to  individuals  who  are 
citizens  or  resident  aliens,  and  are  provided  by  paragraph  (a)  of  section  7,  of  the 
act  of  September  8,  1916,  as  amended  by  the  act  of  October  3^  1917^  and  by  para- 
graph (b)  of  section  3,  of  the  act  of  October  3,  1917;  amount  of  exemption  stated. 
(T.  D.  2690;  art.  14.) 

State  obligations. 

Interest  upon  obligations  of  State  or  any  political  subdivision  thereof  is  exempt* 
obligations  issued  for  public  purpose  by  or  in  behalf  of  State  or  duly  organizea 
political  subdivision  acting  by  constituted  authorities  duly -empowered  to  issue 
such  obligations  are  obligations  of  a  State  or  political  subdivision  thereof.  (T.  D. 
2715;  May  20,  1918.) 

State  officers  or  employees. 

Compensation  of  all  officers  and  employees  of  a  State  or  any  political  subdivision 
thereof,  except  when  such  compensation  is  paid  by  United  States  Government, 
shall  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

^iine  of  accrual  of  income. 

It  is  evident  purpose  of  act  of  October  3, 1913,  to  refrain  from  taxing  income  that 
accrued  prior  to  March  1,  1913,  and  to  exclude  from  consideration  in  making  com- 
putation of  taxable  income  forgiven  year  any  income  that  accrued  in  the  preceding 
taxable  year.    (T.  D.  2730;  June  11^  1918.    Ct.  Dec.) 

TTmted  States  judges. 

Compensation  of  all  judges  of  the  Supreme  and  inferior  courts  of  the  United 
States  in  office  September  8,  1916,  and  October  3,  1917»  shall  not  be  included  as 
income,  compenaation  of  judges  of  those  courts  appointed  subsequent  to  September 
8,  1916,  being  subject  to  tax  under  act  of  that  date  but  not  imder  act  of  October  3, 
1917^  compensation  of  judges  of  such  courts  appointed  subsequent  to  October  3, 
1917,  are  subject  to  tax  under  both  acts.    (T.  D.  2690;  art.  5;  see  T.  D.  3037.) 

Gross  income — Accretion  to  estate. 

Stock  dividends  paid  from  earnings  or  profits  accumulated  after  March  1,  1913, 
received  by  fiduciary  and  retained  as  an  accretion  to  the  estate,  under  the  terms  of 
the  will  or  trust,  are  held  to  bo  income  to  the  estate  and  taxable  as  such  to  the 
estate.     (T.  D.  2690;  art.  29.) 

Alimony. 

Alimony  or  allowance  based  on  separation  agreement  is  not  income  to  recipient 
thereof,  nor  is  it  an  allowable  deduction  for  the  person  paying  same.  (T.  D.  2690; 
art.  4.) 
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Allowance  to  minor  children. 

As  a  rule,  allowances  which  father  gives  to  his  minor  children,  whether  said  to 

be  in  consideration  of  service  or  oUierwise,  arc  not  income  to  the  children.    (T.  D. 

2690;  art.  8.) 

Army  and  Navy  officers. 

Retired  pay  of  army  and  naval  officers  is  subject  to  income  tax.  (T.  D.  2690; 
art.  4.) 

Bad  debts  collected. 

Bad  debts  which  have  been  claimed  and  allowed  as  deduction  in  prior  returns 
are  considered  income  if  subsequently  collected.    (T.  D.  2690;  art.  4.) 

Beneficiaries  of  trust  estates. 

All  amounts  paid  by  fiduciaries  to  beneficiaries  of  trust  estates  from  income  of 
such  estates,  wnether'from  receipts  or  otherwise,  are  held  to  be  distributions  of 
income  and  will  be  treated  for  income-tax  purposes  in  accordance  with  provisions 
of  law  and  regulations  applicable  to  income  of  such  beneficiaries.  (T.  D.  2690; 
art.  29.) 

Where  trustees  hold  shares  of  stock  of  corporation  and  real  estate  subject  to  lease, 
collecting  dividends  and  rents,  but  otherwise  doing  no  business,  and  distribute  the 
income  less  taxes  and  similar  expenses  to  holders  of  their  receipt  certificates,  who 
have  no  control  except  right  of  filling  vacancies  among  trustees  and  of  consenting 
to  modification  of  torms  of  trust,  such  trust  is  not  subject  to  income  tax  as  joint-stock 
association,  under  act  of  October  3, 1913,  and  trustoes  and  cestui  que  trust  are  to  be 
treated  as  fiduciafiea  and  beneficiaries  for  purposes  of  taxation.  (T.  D.  2816;  Apr. 
2,  1919.    Ct.  Dec.) 

Bonds. 

Interest  accrued  to  time  of  purchase  of  bonds  (advanced  by  purchaser)  is  not  to 
be  accounted  for  as  income  by  purchaser;  only  amount  of  interest  assignable  to 
portion  of  interest  paid  subseauent  to  purchase  has  status  of  income,  ana  amoimt 
of  accrued  interesl;  so  advancea  by  purchaser  is  taxable  income  to  be  accounted  for 
in  return  of  vendor;  coupons  from  bonds  for  interest  thereon,  exchanged  for  other 
bonds,  are  equivalent  of  pa>'ment  of  interest  coupons  and  purchase  <3  new  bonds 
with  ca^;  amount  of  coupons  is  to  be  accounted  for  as  income  for  calendar  year  in 
which  exchange  is  made.    (T.  D.  2690;  art.  4.) 

Bondholders. 

While  payments  made  by  lessee  direct  to  bondholders  are  rentals  to  both  it  and 
lessor,  rentals  paid  in  one  case  and  rentals  received  in  other,  to  the  bondholders 
they  are  interest  and  dividend  payments  received  as  from  the  lessor,  and  as  such 
will  be  accounted  for  in  their  returns  of  annual  net  income.     (T.  D.  2690;  art.  103.) 

Bonuses. 

WTiere  common  stock  is  received  as  bonus  in  consideration  of  purchase  of  pre- 
ferred stock,  entire  proceeds  derived  from  sale  or  transfer  of  such  stock  is  income 
subject  to  normal  and  additional  tax.    (T.  D.  2690;  art.  4.) 

—  Building  and  loan  association  shareholders. 

Amount  credited  to  shareholders  when  title  to  credit  passes  to  shareholder  at 
time  of  credit  is  subject  to  normal  and  additional  tax  as  for  year  of  credit;  where 
amount  of  such  accumulations  does  not  become  available  until  maturity  of  share, 
amount  of  share  in  excess  of  aggregate  amount  paid  in  by  shareholder  is  income  to 
be  accounted  for  as  for  year  of  maturity  of  share  for  both  normal  and  additional 
tex.    (T.  D.  2690;  art.  4.) 

—  Commissions. 

Commiasions  paid  salesmen  are  income  to  the  salesmen  as  well  as  expense  to  the 
payer.    (T.  D.  2690;  art:  4.) 

Commissions  on  renewal  premium  for  insurance  received  by  agents  on  account 
of  business  written  is  income  to  be  accounted  for  as  such  and  for  calendar  year  of 
its  receipt.    (T.  D.  2690;  art.  4.) 

Compensation  for  service  paid  for  on  percentage  of  net  profits  is  income  to  em- 
ployee and  must  be  accounted  for  as  such;  where  service  is  rendered  for  stipulated 


Digitized  by  VjOOQIC 


INCOME  TAXES    (INDIVIDUALS).  369 

Gro88  income— Continued. 

Compensation  payments. 

price,  wage,  or  salary  and  paid  with  something  other  than  money,  stipulated  value 
of  service  in  terms  oi  money  is  value  at  which  thing  taken  in  payment  is  to  be  con- 
sidered for  purpose  of  tax;  in  absence  of  stipulation  as  to  value  of  service,  pavmcnt 
being  made  with  something  other  than  money,  market  or  reasonable  value  of  thing 
taken  in  payment  is  amount  to  be  included  as  income.    (T.  D.  2690;  art.  4.) 

In  case  of  compensation  for  service,  where  no  determination  of  compensation  is 
had  until  completion  of  service,  amount  received  is  income  to  be  accounted  for  as 
for  calendar  year  of  receipt;  where  service  and  payment  period  is  divided  by  end 
of  taxable  year,  compensation  for  period  so  divided  will  be  accounted  for  as  income 
for  year  in  which  payment  is  actually  received;  where  compensation  is  by  fee  or  is 
of  such  nature  that  no  part  of  fee  or  compensation  becomes  due  until  completion  of 
service,  entire  amount  received  should  be  accounted  for  as  for  year  of  receipt; 
person  having  salary  by  the  year  and  in  addition  commissions  on  sales,  salary  to  do 
paid  at  time  commissions  are  determined,  and  determination  thereof  is  m  suc- 
ceeding calendar  year,  entire  amount  should  be  accounted  for  as  income  of  calendar 
year  of  receipt.    (T.  D.  2690;  art.  4.) 

Where  employee  is  paid  in  capital  stock  of  corporation,  if  he  be  a  taxable  person  he 
must  return  such  stock  at  its  actual  value  as  inqpme.    (T.  D.  2690;  art.  139.) 

Damages  recovered. 

Amount  received  by  individual  as  result  of  suit  or  compromise  for  personal  in- 
juries sustained  by  him  through  accident  is  not  income  taxable  under  Title  I  of 
act  September  8, 1916,  as  amended  by  Title  XII  of  act  October  3, 1917,  and  of  Titlo 
I  of  act  October  3, 1917.    (T.  D.  2747;  July  12, 1918.) 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess  of 
amount  received  by  owner  as  compensation  for  property  over  value  thereof  on 
March  1,  1913,  or  over  its  cost  if  it  was  acquired  after  that  date,  except  so  far  as 
actually  used  for  replacement  of  property  m  kind,  is  subject  to  income  and  war 
income  taxes.    (T.  D.  2706;  Apr.  25, 1918.) 

Although  intention  or  obligation  of  owner  of  property  re<|uisitioncd  for  war  uses 
or  lost  or  destroyed  through  war  hazards  may  be  to  use  entire  amount  receive<l  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may 
not  be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case 
taxpayor  may  establish  "replacement  fund"  in  which  entire  amount  of  compensa- 
tion shall  be  held,  and  pending  disposition  thereof  accounting  for  gain  or  loss  may 
be  deferred  for  reasonable  time,  to  be  determined  by  Commissioner  of  Internal 
Revenue.    (T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may,  sub- 
ject to  approval  of  commissioner,  be  amount  of  compensation  received,  less  amount 
if  any,  which  becomes  payable  out  of  such  compensation  under  terms  of  such  instru- 
ment or  obligations  thereby  secured;  in  such  case  taxpayer  should  apply  to  com- 
missioner for  permission  to  establish  such  fund,  reciting  in  his  application  all  facta 
relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to 
replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security  or 
make  deposit;  when  replacement  or  restoration  is  made,  new  or  restored  property 
shall  not  be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  whicn  the 
requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
2706;  Apr.  25, 1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 
cates of  authority  from  Secretary  of  Treiiury  as  acc<^ptable  sureties  on  Federal 
bonds  will  be  approved  as  sureties  or  depositaries  under  Schedules  B  and  C  of  Form 
1114,  pres(!ribea  by  T.  D.  2733,  on  application  for  establishment  of  replacement 
fund  in  case  of  property  requisitioned  for  war  uses  or  lost  or  destroyed  in  whole  or  in 
part  through  war  hazards,  as  p-rmitted  by  T.  D.  2706.    (T.  D.  2755;  Aug,  26, 1918.) 

Definition. 

Gross  income  includes  gains  or  profits  and  income  derived  from  any  source  what- 
ever except  such  as  is  specifically  exempted  from  tax  under  provisions  of  section  4 
of  the  act  of  September  8, 1916,  as  amended  by  act  of  October  3, 1917.  (T.  D.  2690; 
art.  4.) 
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Determining  value  as  of  Harch.  1,  1918. 

No  method  of  determining  this  value  can  be  stated  which  will  adequately  meet 
all  circumstances;  such  value  is  question  of  fact  to  be  establi^ed  by  the  evidenco 
which  will  reasonably  and  adequately  make  it  appear.    (T.  D.  2690;  art.  4.) 

DividendB. 

According  to  the  decision  of  the  Supreme  Court  of  the  United  States  in  the  case 
of  Towne  v.  Eisner,  decided  January  7,  1918,  stock  dividends  declared  in  1914  for 
profits  accrued  before  January  1, 1913,  do  not  constitute  taxable  income  to  rocimonts 
under  section  2  of  the  act  of  October  3,  1913.    (T.  D.  2634;  Jan.  21, 1918.    Ct.  Doc.i 

All  dividends  received  in  1917,  even  though  paid  by  corporations  from  eamim^ 
of  previous  years,  constitute  income  to  the  recipients  for  1917;  method  of  ascertain- 
ing precise  rate  applicable  to  such  portions  of  dividends  received  in  1917  stated ; 
taxpayers  reporting  dividends  received  at  other  than  1917  rates  required  to  render 
statement  showing  corporations  from  which  such  dividends  were  received,  with 
•  amount  of  dividend  received  from  each.  (T.  D.  2659;  Feb.  28,  1918.  See  T.  D. 
2736;  June  18, 1918.) 

Where  there  is  doubt  whether  earnings  of  corporation  in  1917  up  to  date  of  divi- 
dend payment  in  that  year  were  sufficient  to  cover  dividend  payment,  corporation 
may  distribute  earnings  for  accounting  period  within  whidi  aividend  or  dividends 
in  question  were  paid,  ratably  over  the  period,  for  purpose  of  determining  amount 
of  earnings  during  period  up  to  date  of  payment;  this  decision  should  be  read  in 
connection  with  instructions  set  forth  in  T.  D.  2659.  (T.  D.  2678;  Mar.  23»  1918. 
(See  T.  D.  2736;  June  18, 1918.) 

Dividend  paid  from  depiction  reserve  considered  a  liquidating  dividend  and  does 
not  constitute  taxable  income  except  to  extent  that  amount  so  received  is  in  excess 
of  capital  actually  invested  by  stockholder  in  shares  of  stock  and  with  respect  to 
which  distribution  was  made;  no  dividend  will  be  deemed  to  have  been  paid  from 
such  reserve  exc^t  to  extent  that  dividend  exceeds  surplus  and  undivided  profits 
of  corporation  at  time  of  payment,  and  unless  books,  etc.,  of  corporation  clearly 
indicate  corresponding  reduction  of  capital  assets  resulting  from  payment.  (T.  D. 
2690;  art.  4.) 

Stock  dividends  declared  from  earnings  or  profits  accrued  prior  to  March  1,  1913, 
or  from  surplus  created  by  revaluation  of  capital  assets,  or  from  placing  value  upon 
trade-marks,  good  will,  etc.,  do  not  represent  distribution  of  earnings  or  profits  sub- 
ject to  tax  in  hands  of  shareholder;  when  stock  received  in  payment  of  such  divi- 
dend or  stock  in  respect  of  which  any  such  dividend  was  paid,  is  sold,  cost  of  each 
share  of  stock,  whether  new  or  old,  for  purpose  of  ascertaining  gain  or  loss  from  gale, 
is  c^uotient  of  cost  of  old  stock,  if  acquired  on  or  after  March  1 ,  1913,  or  its  fair  market 
price  or  value  as  of  that  date  if  acquired  prior  thereto,  divided  by  the  number  of  old 
and  new  shares  added  together,  and  profit  so  ascertained  is  income  subject  to  both 
normal  and  additional  tax,  to  be  accounted  for  in  shareholder *s  return  for  year  in 
which  sale  is  made.    (T.  D.  2734;  June  17, 1918.) 

Dividends  declared  by  corporation  and  paid  with  securities  in  which  surplus  of 
corporation  has  been  invested,  regardless  of  character  of  securities,  must  be  accounted 
for  aa  dividend  for  income-tax  purposes  by  recipients  to  extent  that  it  represents  dis- 
tribution of  surplus  accrued  to  corporation  since  March  1, 1913.    (T.  D.  2690;  art.  4.) 

Payments  under  legal  requirements  by  bank  ior  its  stockholdeis  of  taxes  on 
bank  stock  are  rmrded  as  m  the  nature  of  additional  dividends  and  should  be 
included  by  stockholder  in  his  dividends  received.    (T.  D.  2690;  art.  8.) 

\^Tiile  payments  made  by  lessee  direct  to  stockholders  are  rentals  to  both  it  and 
lessor,  rentals  paid  in  one  case  and  rentals  received  in  other,  to  the  stockholder  they 
are  interest  and  dividend  payments  received  as  from  the  lessor,  and  as  such  will  be 
accounted  for  in  their  returns  of  annual  net  income.    (T.  D.  2690;  art.  103.) 

Term  '  'dividends  "  held  to  mean  any  distribution  made  or  ordered  to  be  made  by 
acoiporation,  joint-stock  company  or  association,  or  insumnce  company,  out  of  its 
earnings  or  profits  accrued  since  March  1,  1913,  and  payable  to  its  shareholders, 
whether  in  cash  or  in  stock  of  the  corporation,  joint-stock  company  or  association, 
orinsurancecompany,  which  stock  dividend  shall  be  considered  income  to  amount 
of  earnings  or  profits  so  distributed.    (T.  D.  2690;  art.  106.) 

Any  distribution  made  to  shareholders  in  the  year  1917  or  subsequent  years  (ex- 
cept any  distribution  of  dividends  made  prior  to  August  6, 1917,  out  of  earning^  or 
profits  aiccrued  prior  to  March  1 ,  1913)  shall  be  deemed  to  be  made  from  mopt  recently 
accumulated  undivided  or  surplus  profits,  and  shall  constitute  income  of  distributee 
for  year  in  which  received,  and  shall  be  taxed  at  rates  prescribed  by  law  for  years  in 
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which  auch  eurplus  or  profits  were  earned  by  distributing  corporations.    (T.  D. 
2690;  art.  107.   See  also,  T.  D.  2659,  Feb.  28, 1918,  and  T.  D.  2734.  June  7, 1918.) 

Where  capital  aEsets  of  corporation  increased  in  value  prior  to  March  1, 1913,  ami  a 
single  and  nnad  dividend  was  made  in  liquidation  of  entire  aseeta  in  1914,  without 
furmer  depreciation  or  addition  to  the  assets  having  occurred,  no  part  of  dividend 
received  by  stockholder  is  taxable  under  act  of  October  3,  1913.  (T.  D.  2729; 
June  11, 1918.    Ct.  Dec.) 

The  act  of  September  8,  1916,  and  the  act  of  October  3,  1917,  in  excluding  divi- 
dends declared  out  of  earnings  or  profits  that  accrued  prior  to  March  1, 1913,  are  not 
intended  to  be  declaratory  of  the  meaning  of  the  term  * 'dividends"  in  the  act  of 
October 3, 1913.    (T.  D.  2731 ;  June  11, 1918.    Ct.  Dec.) 

An  individual  stockholder  is  subject  to  the  additional  tax  under  the  act  of  October 
3, 1913,  on  all  dividends  declared  and  paid  by  a  cor]r»oration  in  the  ordinary  course 
of  business  after  taking  effect  of  the  act,  whether  fropEi  current  earnings  or  from  the 
accumulated  surplus  made  up  of  past  earnings  or  increase  in  value  of  corpora  to 
assets,  notwithstanding  surplus  accrued  to  corporation  in  whole  or  in  part  prior  to 
March  1, 1913.    (T.  D.  2731;  June  11,  1918.    Ct.  Dec.) 

A  dividend  declared  and  paid  hy  a  going  corporation,  partly  in  cash  and  partly 
in  assets  of  the  corporation,  is  subject  to  the  aaditional  tax  imposed  by  the  act  of 
October  3,  1913,  when  received  by  an  individual  stocklolder,  although  declared 
from  a  surplus  which  was  in  part  accumulated  before  March  1,  1913.  (T.  D.  2732; 
June  11,  1918.    Ct.  Dec.) 

A  dividend  declared  and  paid  by  one  corporation  in  the  stock  of  another  is  not  a 
"stock  dividend"  within  the  accepted  meaning  of  that  term.  (T.  D.  2732;  June 
11, 1918.     Ct.  Dec.) 

An  ordinary  stockholder,  before  declaration  of  a  dividend,  has  only  the  right  to 
have  the  assets  of  the  corporation  devoted  to  its  proper  business,  and  to  receive  such 
di\ddends  as  the  directors  may  in  their  discretion  declare — a  very  different  interest 
from  his  interest  aft^  a  dividend  is  declared.    (T.  D.  2732;  June  11, 1918.    Ct.  Dec.) 

Where  a  corporation,  being  authorized  so  to  do  by  the  laws  of  the  State  in  which  it 
is  incorporated,  transfers  a  portion  of  its  surplus  to  capital  account,  issues  new  btock 
representing  the  amount  of  the  surplus  so  transferred,  and  distributes  the  stock  so  is- 
sued to  its  stockholders,  siich  stocK  is  not  income  to  the  stockholders  and  tho  stork- 
holders  incur  no  liability  for  income  tax  by  reason  ol  its  receipt.  (T.  D.  3052 ;  Aug. 
4,1920.    Ct.  Dec.) 

Where  a  corporation,  being  thereunto  lawfully  authorized,  increases  its  capital 
stock,  and  simultaneously  declares  a  cash  dividend  equal  in  amount  to  the  increase 
in  its  capital  stock,  and  gives  to  its  stockholders  a  real  option  either  to  keep  the  money 
for  their  own  or  to  reinvest  it  in  the  new  shares,  such  dividend  is  a  cash  dividend  and 
is  income  to  the  stockholders  whether  they  reinvest  it  in  the  new  shares  or  not. 
(T.  D.  3052;  Aug.  4, 1920.    Ct.  Dec.) 

Where  a  corporation,  which  is  not  permitted  under  the  laws  of  the  State  in  which 
it  is  incorporated  to  issue  a  stock  dividend,  increases  its  capital  stock  and  at  the  same 
time  declares  a  cash  dividend  under  an  agreement  with  tne  stockholders  to  reinvest 
the  money  so  received  in  the  new  issue  of  capital  stock,  such  di\idend  is  subject  to 
tax  as  income  to  the  stockholder.    (T.  D.  3052;  Aug.  4, 1920.    Ct,  Dec.) 

Where  a  corporation,  having  a  8uri>lu8  accumulated  in  part  pricHr  to  March  1, 1913. 
and  being  thereunto  lawfully  authorized,  transfers  to  its  capital  account  a  portion  of 
itasuriduB,  issues  new  stock  representing  the  amount  so  transferred  to  the  capital  ac- 
count and  then  declares  a  dividend  payable  in«part  in  cash  and  in  part  in  shares  of 
the  new  issue  of  stock,  that  portion  of  tne  dividend  paid  in  cash  will,  to  the  amount 
of  the  surplus  accumulated  since  March  1, 1913,  be  deemed  to  have  been  paid  out  of 
such  surplus,  and  be  subiect  to  tax,  but  the  portion  of  the  dividend  j^ld  in  stock  will 
not  be  subject  to  tax  as  income.    (T.  D.  3052;  Aug.  4, 1920.    Ct.  Dec.) 

A  dividend,  paid  in  stock  of  another  corporation  held  as  a  part  of  the  assets  of  the 
corporation  paying  the  dividend,  is  income  to  the  stockholder  at  the  time  the  same  is 
made  availaMe  far  distribution  to  the  full  amount  of  the  then  market  value  of  such 
stock  (Peabody  v.  Eisner,  T.  D.  2732);  and  if  such  stock  be  subsequently  sold  by  the 
stockholder,  the  difference  between  its  market  value  at  date  of  receipt  and  the  price 
for  which  it  is  sold  is  additioncd  income  or  loss  to  him,  as  the  case  may  be.  (T.  D. 
3052;  Aug.  4,  1920.    Ct.  Dec.) 

The  profit  derived  by  a  stockholder  upon  the  sale  of  stock  received  as  a  dividend 
is  income  to  the  stockholder  and  taxable  as  such  even  though  the  stock  itself  was  not 
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income  at  the  time  of  its  receipt  bv  the  stockholder.  For  the  purpose  of  determining 
the  amount  of  gain  or  loss  denvea  from  the  sale  of  stock  received  as  a  dividend  or  of 
the  stock  with  respect  to  which  such  dividend  was  paid,  the  cost  of  each  share  of 
stock  (provided  both  the  dividend  stock  and  the  stock  with  respect  to  which  it  is 
issued  have  the  same  rights  and  preferences)  is  the  quotient  of  the  cost  of  the  old  stock 
(or  its  fair  market  value  as  of  March  1,  1913,  if  acquired  prior  to  that  date)  divided 
by  the  total  number  of  shares  of  the  old  and  new  stock.  (T.  D.  3052;  Aug.  4, 1920. 
Ct.  Dec.) 

Farms. 

Rents  received  in  crop  shares  must  be  returned  as  of  year  in  which  shares  are 
reduced  to  money  or  money  equivalent,  and  allowable  deductions  must  be  claimed 
in  return  of  income  for  tax  year  in  which  they  apply,  although  expenses  and  deduc- 
tions may  be  incident  to  products  which  remain  unsold  at  end  of  year.  (T.  D.  26S0; 
art.  4.) 

In  case  of  sale  total  amount  received  for  stock  raised  and  for  stock  purchased  for 
resale  is  to  be  suCcounied  for  as  income.    (T.  D.  2690;  art.  4.) 

Gifts. 

Fair  market  price  or  value  of  stock  acquired  by  gift  subsequent  to  March  1,  1913, 
is  basis  for  computing  gain  derived  or  loss  sustained  by  sale  thereof;  if  acquired  by 
gift  prior  to  March  1,  1913,  fair  market  price  or  value  as  of  that  date  is  the  basis  for 
computation.    (T.  D.  2690;  art.  4.) 

• Improvements  under  rental  contracts. 

When  improvements  become  part  of  real  estate,  difference  between  cost  thereof 
and  allowable  depreciation  during  lease  term  is  gain  or  profit  to  lessor  at  end  of 
lease  term,  and  must  be  accounted  for  as  income  at  that  time.    (T.  D.  2690;  art.  4.) 

• Inherited  property. 

Appraised  value  at  time  of  death  of  testator  is  basis  for  determining  gain  or  profit 
upon  sale  subsequent  to  death  after  March  1, 1913.    (T.  D.  2690;  art.  4.) 

Installment  sales  of  property. 

In  sale  or  contract  for  sale  of  personal  property  on  installment  plan,  whether  or 
not  title  remains  in  vendor  until  property  is  fully  paid  for,  income  to  be  returned  by 
vendor  will  be  that  proportion  of  each  installment  which  gross  profit  to  be  realized 
when  property  is  paid  for  bears  to  gross  contract  price;  if,  for  any  reason,  vendee 
defaults  and  vendor  repossesses  property,  entire  amoimt  received  on  installment 
payments,  less  profit  originally  returned,  will  be  income  to  vendor  to  be  so  re- 
turned for  year  in  which  property  was  repossessed.    (T.  D.  2707;  Apr.  25,  1918.) 

■        Insurance. 

WTiere  insured  receives,  under  any  form  of  life  insurance,  an  amount  in  excess  of 
premiums  paid,  such  excess  has  taxable  status,  and  ib  to  be  accounted  for  as  for 
calendar  year  of  its  receipt;  dividends  on  paid-up  policies  are  in  nature  of  corporate 
dividends  and  are  to  be  accounted  for  as  income  for  purposes  of  additional  tax  only. 
(T.  D.  2690;  art.  4.) 

Proceeds  of  life  insurance  policies  payable  to  esie^e  of  decedent,  when  received  by 
executor  or  administrator  are,  in  amount  by  which  they  exceed  the  premium  or 
premiums  paid  by  decedent,  income  of  the  estate  to  be  accounted  for  under  section 
2  (b)  of  the  act  of  September  8, 1916;  return  should  be  made  on  Fonn  1040  or  1040A* 
(T.  D.  2690;  art.  29.) 

Proceeds  of  accident  insurance  policy  received  bjr  individual  on  account  of 
personal  injuries  sustained  through  accident  are  not  income  taxable  under  Title 
1  of  act  September  8,  1916,  as  amended  by  Title  XII  of  act  October  3,  1917,  and 
of  'ntle  I  of  act  October  3, 1917.    (T.  D.  2747;  July  12, 1918.) 

^—  Interest. 

Interest  accrued  to  time  of  purchase  of  bonds  (advanced  by  purchaser^  is  not  to  be 
accounted  for  as  income  by  purchaser;  only  amount  of  interest  assignable  to  portion 
of  interest  paid  subsequent  to  purchase  has  status  of  income,  and  amount  of  accrued 
interest  so  advanced  oy  purchaser  is  taxable  income  to  be  accounted  for  in  return 
of  vendor;  coupons  from  bonds  for  interest  thereon,  exchanged  for  other  bonds  are 
equivalent  of  payment  of  interest  coupons  and  purchase  of  new  bonds  with  cash. 
(T.  D.  2690;  art.  4.) 
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Interest  on  State,  municipal,  and  United  States  bonds  received  by  corporations  is 
not  taxable  to  the  corporation;  upon  amalgamation  with  other  funds  of  corporation 
such  income  loses  its  identity;  when  distjributed  to  stockholders  as  a  dividend, 
entire  amount  of  dividend  is  subject  to  inclusion  in  returns  of  income  for  purposes 
of  tax;  foregoing  holds  true  for  scrip  payment  of  interest.    (T.  D.  2690;  art.  4.) 

Interest  received  on  bonds  held,  whether  guaranteed  to  be  tax  free  or  not,  must  bo 
included  in  income  and  must  be  so  accounted  for  in  return  of  annual  net  income; 
matter  of  complying  with  covenant  of  bond  is  matter  to  be  adjusted  between  debtor 
corporation  and  the  bondholder.    (T.  D.  2690;  art.  122.) 

« Nonresident  ctliens. 

When  stock  is  sold  from  lots  purchased  at  different  times  and  at  different  prices 
and  identity  of  lots  can  not  be  determined  as  to  dates  of  purchase,  stock  sold  shall 
be  charged  against  earliest  purchases  thereof;  difference  between  cost  and  amount 
realized  from  sale  will  be  profit  to  be  accounted  for  if  purchase  was  on  or  after  March 
1,  1913;  profit  derived  from  sale  of  stock  purchased  prior  to  March  1, 1913,  is  differ- 
ence between  fair  market  value  of  price  as  of  that  date  and  the  selling  price;  when 
nonresident  alien  disposes  of  stock  in  American  corporation  by  sale,  sale  and  delivery 
being  made  within  United  States,  profit  will  be  held  to  have  been  derived  from 
sources  within  United  States,  and  is  to  be  included  for  purposes  of  income  tax. 
(T.  D.  2690;  art.  4.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships,  to  nonresident  alien  emplo^^ees  for  services  rendered  entirely  in  a 
foreign  country  and  for  propertv  located  in  a  foreign  country,  are  not  subject  to 
deduction  and  withholdmg  of  the  normal  tax,  and  such  payments  of  income  A\dU 
not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art.  32.) 

The  income  received  by  a  nonresident  alien  from  stocks  and  bonds  of  corporations 
organized  under  the  laws  of  the  United  States  and  bonds  and  mortgages  secured 
upon  property  in  the  United  States,  the  certificates  representing  the  same  being 
held  by  a  Philadelphia  trust  company  under  a  power  of  attorney  which  gave  author- 
ity to  the  agent  to  sell,  assign,  or  transfer  any  of  them  and  to  invest  and  reinvest 
the  proceeds,  is  property  owned  in  the  United  States  within  the  meaning  of  the 
act  of  October  3,  1913.    (T.  D.  2876;  June  25,  1919.    Ct.  Dec.) 

Orchard  development  expenses. 

Amounts  expended  in  development  of  orchards  prior  to  time  when  productive 
stage  is  reached,  constitute  investments  of  capital.    (T.  D.  2690;  art.  4.) 

Partners. 

Income  of  partnership  accrues  to  individual  partner  at  time  his  distributive 
-  interest  is  determined;  returns  by  individuals  should  include  incomes  accruing 
from  business  of  partnerships  for  business  years  of  partnerships  as  may  have  been 
definitely  ascertained  by  means  of  book  balance,  wnether  distributed  or  not;  part- 
ners must  make  returns  of  income  as  individuals,  for  calendar  year,  and  should 
include  their  interest  in  profits  ascertained  at  end  of  business  year  falling  within 
calendar  year  for  which  individual  return  is  being  rendered.    (T.  D.  2690;  art.  4.) 

The  income  tax  law  of  1913  is  so  framed  as  to  deal  with  gains  and  profits  of  a 
partnership  as  if  they  were  the  gains  and  profits  of  the  individual  partners.  (T.  D. 
2858;  June  9,  1919.    Ct.  Dec.) 

Member  of  partnership  need  not  include  as  part  of  net  income  subject  to  normal 
tax,  income  tax  law  of  1913,  such  of  his  income  derived  from  or  through  a  partner- 
ship as  has  been  received  by  partnership  in  shape  of  dividends  on  stocks  owned  by 
it  in  corporations  taxable  upon  their  net  income.  (T.  D.  2858;  June  9,  1919.  Ct. 
Dec.) 

Pensions. 

Pensions  paid  bv  United  States,  private  institutions,  or  individuals,  are  to  bo 
accounted  for  in  all  cases  where  income  of  pensioner  is  liable  for  income  tax. 
<T.  D.  2690;  art.  4.) 

Proceeds  of  sale  of  rights. 

Amounts  realized  from  sale  of  righta  to  subscribe  to  stock  is  held  to  be  income  to 
the  seller.    (T.  D.  2690;  art.  4.) 
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Gross  income— Continued. 

Proceeds  of  sale  of  rights— Continued. 

Where  corporations,  desiring  to  secure  additional  capital,  propose  to  issue  and 
sell  further  shares  of  stock,  reserving  to  stockholders  right  to  subscribe  for  a  certain 
number  of  shares  of  the  new  stock  issue,  proi)ortioned  to  number  previously  held, 
and  such  stocklxolders  shall  sell  their  rights,  it  will  be  held  that  proceeds  of  such 
sale  are  in  their  entirety  income  for  year  in  which  rights  are  sold,^  and  shall  be  so 
returned  by  the  stockholders,  whether  they  be  individuals  or  corporations.  (T.  D. 
2690;  art.  96.) 

Profits  froxa  sale  of  stock. 

When  nonresident  alien  disposes  of  stock  in  American  corporati<m.  by  sale,  sale 
and  delivery  being  made  within  United  States,  profit  will  be  held  to  have  been 
derived  from  sources  within  United  States,  and  is  to  be  included  for  purposes  of 
income  tax.    (T.  D.  2690;  art.  4.) 

When  stock  is  sold  from  lots  purchased  at  different  timee  and  at  different  prices, 
and  identity  of  lots  can  not  be  determined  as  to  dates  of  purchaeie,  stock  sold  shall 
be  charged  against  earliest  purchases  of  snch  stock;  excess  of  amount  realised  on 
sale  over  cost  of  stock,  or  it«»  fair  market  price  or  value  as  of  March  1,  1913,  if  pur- 
chased before  that  date,  will  be  profit  to  be  accounted  for  as  income;  in  case  of 
stock  received  as  stock  dividend  out  of  surplus  other  than  earnings  or  profits  accrued 
since  March  1, 1913,  or  of  stock  in  respect  of  which  any  such  dividend  was  paid,  cost 
of  each  share  ol  such  stock  shall  be  ascertained  as  specified  in  paragraph  28  of  Regula- 
tions No.  33,  as  amended.     (T.  D.  2734;  June  17,  1918.) 

For  purpose  of  ascertaining  gain  or  loss  derived  from  sale  of  stock  of  corporation 
received  as  dividend  in  1913,  1914,  or  1915,  out  of  surplus  however  created,  or  re- 
ceived as  dividend  in  1916  or  subsequent  years  out  of  surplus  other  than  earnings  or 
profits  accrued  since  March  1, 1913,  cost  of  each  share  of  new  stock  is  the  quotient  of 
the  cost  of  the  old  stock  divided  by  the  number  of  old  and  new  shares  added 
together.    (T.  D.  2734;  June  17,  1918.) 

For  purpose  of  ascertaining  gain  or  loss  derived  from  sale  of  stock  in  respect  of 
which  any  stock  dividend  was  paid  in  1913,  1914,  or  1915,  out  of  surplus  however 
created,  or  in  1916  or  subsequent  years  out  of  surplus  other  than  earning  or  profits 
accrued  since  March  1,  1913,  cost  of  each  share  of  old  stock  is  quotient  m  cost  of  old 
stock  divided  by  the  number  of  old  and  new  shares.    (T.  D.  2734;  June  17,  1918.) 

For  purpose  of  ascertaining  gain  or  loss  derived  from  sale  of  stock  received  as 
dividend  m  1916  or  subsequent  years  out  of  surplus  earnings  or  profits  accrued 
since  March  1,  1913,  cost  of  each  share  is  valuation  at  which  it  was  returnable  as 
income,  as  shown  by  transfer  of  surplus  to  capital  account  on  books  of  corporation, 
usually  its  par  value.    (T.  D.  2734;  Juno  17,  1918.) 

For  purpose  of  ascertaining  gain  or  loss  derived  from  sale  of  stockin  respect  of  which 
any  stock  dividend  was  paia  in  1916  or  subsequent  years  out  of  surplus  earnings 
or  profits  accrued  since  March  1, 1913,  cost  of  each  share  is  its  original  cost,  regardless 
of  any  stock  dividend.    (T.  D.  2734;  June  17, 1918.) 

Ranches. 

Amounts  expended  in  development  of  ranches  prior  to  time  when  productive 
stage  is  reached  constitute  investments  of  capital.    (T.  D.  2690;  art.  4.) 

Receipt  basis — ^Definition. 

Actual  receipt  is  reduction  to  possession;  constructive  receipt  is  where  income  is 
credited  to  or  made  available  to  recipients  and  is  to  be  reported  as  income.  (T.  D. 
2690;  art.  4.) 

Records. 

Every  individual,  partnership,  corporation,  or  association  liable  to  tax  or  for 
collection  thereof  diall  keep  such  records  and  render  such  statements  and  returns, 
under  oath,  as  shall  be  prescribed  by  the  Commissioner  of  Internal  Revenue.  (T.  D. 
2690;  art.  50.) 

Corporation  declaring  and  paying  dividends  out  of  a  surplus  of  earnings  accumu- 
lated over  a  period  oi  years  should  make  record  in  its  books  of  amount  of  dividends 
paid  out  of  each  vear^s  undistributed  surplus  or  profits  and  advise  stockholders 
accordingly,  in  order  that  dividends  received  by  them  may  be  taxed  at  respective 
rates  prevailingduring  years  in  which  surplus  or  profits  so  distributed  were  earned; 
provisions  of  subdivision  (b)  of  section  31  do  not  apply  to  distributions  made  prior 
to  August  6,  1917,  out  of  earnings  or  profits  accrued  prior  to  March  1,  1913.  (T.  D. 
2690;  art.  107.) 
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Oross  income — Continued. 

Befunds  by  cooperative  orgaxoaationa. 

Periodical  refunds  by  cooperative  oiiganizations,  which  are  sometimes  called 
''dividends' '  are  wholly  different  from  ordinary  dividends  based  on  stock  holdings 
and  need  not  be  listed  as  income  by  recipient;  where  recipient  claims  right  to  deduct 
as  business  expenses  any  expenditures  on  which  refund  is  based,  sum  claimed  as 
deductions  must  be  reduced  in  proportion  to  refund  received.  (T.  D.  2737;  June 
19,  1918.) 

Bent. 

Amounts  expended  by  tenants  for  taxes  and  necessary  repairs  under  agreement 
in  addition  to  stipulated  cash  rental  are  items  of  taxable  income,  and  as  such  should 
be  reported  in  return  of  landlord;  corresponding  amount  may  be  deducted  by  the 
landlord.    (T.  D.  2690;  art.  4.) 

Boyaltiee. 

Royalty  paid  to  proprietor  by  those  who  are  allowed  to  develop  or  use  property, 
or  operate  under  some  right  belonging  to  him,  is  to  be  accounted  for  as  income. 
(T.  D.  2690;  art.  4.) 

State  officers  or  employees. 

Individual  who  contracts  with  State,  or  any  political  subdivision  thereof,  for 
doing  of  specific  things,  completion  of  which  will  constitute  fulfillment  of  contract 
on  part  of  such  individual,  is  not  an  officer  or  employee  of  tho  State  or  political 
subdivision  thereof  within  section  4  of  the  income-tax  law  and  amount  received 
by  him  is  to  be  accounted  for  as  income.    (T.  D.  2690;  art.  4.) 

Where  employees  of  universities  receiving  salaries  paid  in  part  or  in  whole  from 
funds  received  under  the  Smith-Lever  Act  of  May  8,  1914,  are  officers  or  employees 
of  a  State,  they  are  not  required  to  include  in  their  income-tax  returns  as  taxable 
income  the  aa&ries  so  received;  if  organization  of  college  is  one  which  belongs  to 
State  and  which  State  governs,  legislature  may  vacate  offices,  elect  new  profesBors, 
and  do  whatever  it  thinks  necessary  in  management  of  tho  coUegc;  but  if  colleges 
are  governed  by  trustees  not  directly  responsiblo  to  State  legislatures,  employees 
receiving  salaries  paid  in  part  from  Smith-Lever  funds  are  not  employees  of  the 
State  and  are  not  exempt  fr^m  lax  on  tbat  ground.    (T.  D.  2668,  Mar.  9,  1918.) 

Stock  dividends. 

See  * 'Dividends,*'  ante. 

Trust  estates. 

Beneficiary  will  be  required  in  case  of  trust  estate  to  account  for  actual  amounts 
distributed  or  credited  to  him.     (T.  D.  2690;  art.  29.) 

- —  Undivided  profits. 

Taxable  income  includes  share  to  which  individual  would  be  entitled  of  gains 
and  profits,  if  divided  or  distributed,  whether  divided  or  distributed  or  not,  of  all 
corporations,  joint-stock  companies  or  associations,  or  insurance  companies,  how- 
ever created  or  organized,  formed  or  fraudulently  availed  of  to  prevent  imposition 
of  such  tax,  by  permitting  such  gains  or  profits  to  accumulate  instead  of  being 
divided  or  distributed;  fact  that  such  corporation,  etc.,  is  mere  holding  company, 
or  that  accumulation  beyond  reasonable  needs  is  permitted,  shall  be  prima  facie 
evidence  of  fraudulent  purpose  to  escape  tax,  but  fact  that  gains  and  profits  are  in 
any  case  permitted  to  accumulate  ana  become  surplus  shall  not  be  construed  as 
evidence  of  purpose  to  escape  tax,  unless  Secretary  of  Treasury  shall  certify  that, 
in  his  (pinion,  such  accumulation  is  unreasonable  for  purpose  of  business:  state- 
ment of  gains  and  profits,  etc.,  required  when  requested  by  Commissioner  o!  Inter- 
nal Revenue.     (T.  D.  2690;  art.  19.) 

XTnited  States  judges. 

Retired  pay  of  judges  of  United  States  Courts  is  subject  to  income  tax.  (T.  D. 
2690;  art.  4.) 

-Imposition  of  tax. 

Income  tax  is  levied  upon  income  received  by  (a)  indi\dduals — citizens  and  resi- 
dent aliens,  nonresident  aliens;  (b)  fiduciaries  for  estates  in  process  of  administra- 
tion or  in  trust  for  accumulation  of  income  and  individuals  as  beneficiaries;  (c)  cor- 
porations, joint-stock  companies  or  associations,  or  insurance  companies.  (T.  D. 
2690;  art.  1.) 
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Imposition  of  tax — Continued. 

Partnerships  as  such  are  exempt  from  income  tax  on  net  income;  partners  must 
include  respactive  sha-ee  of  partnership  income  (whether  distributed  or  not)  in 
returns  required  of  each  partner;  section  8  (e)  prescribes  method  of  computation 
for  both  partnerships  and  partners  for  purpose  of  income  tax.     (T.  D.  2690;  art.  o.) 

Normal  tax  is  le\ded  by  both  the  1916  act  and  the  1917  act  upon  net  income  in 
excess  of  allowable  deductions,  credits,  and  exemptions;  subject  to  allowances  tax 
is  2  per  cent  under  each  act  on  total  net  income  from  all  sources  received  by  citizen 
or  resident  alien  in  preceding  calendar  year  and  2  per  cent  on  net  income  of  non- 
resident aliens  (under  act  of  Sept.  8,  1916,  as  amended  onl^),  received  by  them 
in  preceding  calendar  year  from  all  sources  in  United  States,  including  interest  on 
bonds,  notes,  or  other  interest-bearing  obligations  of  resident^B,  corporate  or  other- 
wise.    (T.  D.  2690;  arts.  3,  15-18.) 

Additional  tax  is  tax  levied  at  graduated  rates  upon  net  income  in  exces:^  of 
$5,000;  under  act  of  1916  addi'ional  tax  is  levied  upon  amount  of  net  income  in 
excess  of  $20,000,  but  under  act  of  1917  such  tax  is  levied  upon  amount  of  net  income 
in  excess  of  $5,000.  so  that  above  $20,000  combined  rates  of  acts  of  1916  and  1917 
apply  to  same  income.    (T.  D.  2690;  arts.  3,  15-18,  20.) 

Information  at  source — Amount  of  payment. 

Returns  of  information  required,  regardless  of  amount,  in  case  of  payments  of 
interest  upon  bonds,  mortgages,  or  deeds  of  trust,  or  other  similar  oDligations  of 
domestic  or  resident  corporations,  joint-stock  companies,  aesociationB,  and  insur- 
ance companies,  and  in  the  case  of  foreign  items;  original  ownership  certificates, 
when  duly  filed,  shall  constitute  and  bo  treated  as  returns  of  information.  (T.  D. 
2759;  Oct.  2,  1918.) 

Annuitiro. 

Annuities  repr<5senting  return  of  corpus  or  capital  need  not  be  reported.  (T.  D. 
2670;  Mar.  11,  1918.) 

Every  person,  corporation,  etc.,  paying  annuities  of  $800  or  more  in  any  taxable 
year,  or,  m  case  of  such  payment  made  by  the  United  States,  the  officers  or  em- 
ployees of  the  United  States  having  information  as  to  such  payments,  authorized 
and  required  to  render  due  and  accurate  return,  setting  fortn  the  amount  of  such 
annuities  and  the  name  and  address  of  the  recipients  thereof.    (T.  D.  2690;  art.  34.) 

Bills  paid  for  merchandise,  telegrams,  etc. 

Bills  paid  for  merchandise,  telegrams,  telephone,  freight,  storage,  and  similar 
charges,  do  not  require  reports  of  information.    (T.  D.  2670;  Mar.  11,  1918.) 

■ Brokers. 

Every  person,  corporation,  partnership,  or  association,  doing  business  as  a  broker, 
or  any  exchange  or  board  of  trade  or  other  similar  place  of  business,  shall,  upon 
request  of  the  (\)mmi8sioner  of  Internal  Revenue,  render  correct  return  under  oath, 
showing  names  of  customers  for  whom  such  broker  has  transacted  any  business, 
with  such  details  as  to  profits,  losses,  or  other  information,  as  may  be  called  for  by 
such  return  form  as  to  each  of  such  customers.    (T.  D.  2690;  art.  33.) 

Dutch  administration  offices. 

Dutch  administration  offices  as  the  registered,  but  not  the  actual  owners  of  stock 
of  domestic  or  other  resident  corporations  in  the  United  States,  required  to  disclose 
identity  of  actual  owners  of  said  stock  for  purposes  of  the  withholding  provisions  of 
section  13  (f)  of  act  of  September  8,  1916,  as  amended  by  act  of  October  3,  1917; 
returns;  forms;  certificates;  T.  D.  2386,  revised.    (T.  D.  2669;  Mar.  9,  1918.) 

Employees'  compensation  and  bills. 

Salary,  w^ages,  and  other  compensation  for  services  rendered  in  December,  1917, 
but  paid  in  1918,  need  not  be  reported,  unless  the  amount  was  fully  due  and  passed 
to  the  credit  of  the  individual  in  December,  1917.    (T.  D.  2670;  Mar.  11,  1918.) 

Payments  made  b^  branches  of  business  houses  located  in  foreign  coimtries  to 
alien  employees  serving  in  foreign  countries  need  not  be  reported.  (T.  D.  2670: 
Mar.  11,  1918.) 

In  case  of  employer  having  large  number  of  employees  who  are  moved  from  place 
to  place  and  who  consequently  has  no  complete  record  of  annual  payments  to  them 
at  any  one  place,  salary  of  two  representative  months  may  be  taken  to  establish  a 
fair  monthly  wage,  and  unless  yearly  payment  based  on  this  estimate  in  the  ease 
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Information  at  source — Continued. 

Emploj^ees'  compensation  and  bills — Continued. 

of  an  employee  amounte  to  $800  or  more  no  return  of  payments  to  such  employee 
is  required  for  1917.    (T.  D.  2670;  Mar.  11,  1918.) 

When  living  quarters,  such  as  camps,  are  furnished  for  the  convenience  of  the 
employer  only,  the  cost  need  not  be  added  to  the  compensation  of  the  employee; 
"living  quarters"  referred  to  in  paragraph  235^  Regulations  No.  33,  revised,  are 
quarters  furnif^ed  for  the  benefit  and  convenience  of  employees  only.  (T.  D. 
2670;  Mar.  11,  1918.) 

Payments  made  to  employees  in  factories  where  the  brass  check  or  number  system 
was  m  use  in  1917  and  a  record  of  sufficient  detail  does  not  exist  and  can  not  be 
obtained  because  employees  are  not  longer  in  the  employ  of  the  company,  do  not 
require  reports  of  information;  in  all  such  cases  an  accounting  system  must  be 
installed  tnat  will  enable  such  employers  to  keep  an  accurate  check  so  that  full 
information  can  be  given  in  the  future.    (T.  D.  2670;  Mar.  11,  1918.) 

Heads  of  branch  offices  and  subcontractors  emplojdng  labor  and  keeping  the  only 
complete  record  of  payments  should  file  returns  of  information  direct  with  C^ommis- 
sioner  of  Internal  Revenue,  Sorting  Division,  Washington,  D.  C;  w^hen  record  is 
kept  of  payments  at  both  m&in  office  and  branch  office  return  should  be  filed  by 
former;  when  no  address  is  available,  last  known  post-office  address  must  be  given, 
as  well  as  street  and  niunber,  when  possible;  information  as  to  whether  employee  is 
single,  head  of  a  family,  or  married,  should  be  given,  when  possible.  (T.  D.  2670; 
Mar.  11,  1918.) 

Bills  paid  to  employees  for  board  and  lodging  while  traveling  under  orders  or 
when  employee  is  employed  on  a  salary  basis  do  not  require  reports  of  information. 
(T.  D.  2670;  Mar.  11,  1918.) 

Returns  of  information  will  not  be  required  from  disbursing  officers  of  payments 
made  to  sailors,  soldiers,  or  civilian  employees  of  the  United  States  Government. 
(T.  D.  2670;  Mar.  11, 1918.) 

Every  person,  corporation,  etc.,  paying  compensation,  wages,  etc.,  of  $800  or 
more  in  any  taxable  year,  or,  in  case  of  such  payment  made  by  the  United  States, 
the  officers  or  employees  of  the  United  States  having  information  as  to  such  pay- 
ments, authorized  and  required  to  render  due  and  accurate  return,  setting  forth 
the  amount  of  such  compensation,  wages,  etc.,  and  the  name  and  address  of  the 
recipients  thereof.    (T.  D.  2690;  art.  34.) 

Where  a  person  receives  a  cash  compensation  for  services  rendered  and  in  addi- 
tion thereto  living  quarters,  the  value  to  such  person  of  the  quarters  furnished  con- 
stitutes income  subject  to  tax,  and  return  under  section  28  is  required  in  each  case 
where  cash  compensation  received  plus  the  value  of  li\'ing  quarters  furnished 
equals  or  exceeds  $800  for  a  tax  year.    (T.  D.  2690;  art.  34.) 

Foreign  items. 

Retiurns  of  information  required,  regardless  of  amount,  in  case  of  payments  of 
interest  upon  bonds,  mortgages,  or  deeds  of  trust,  or  other  sinailar  ooligations  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insur- 
ance companies,  and  in  the  case  of  foreign  items;  original  ownership  certificates, 
when  duly  filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D. 
2759;  Oct.  2,  1918.) 

The  term  "foreign  item,*'  as  used  in  article  35  of  Regulations  No.  33,  Revised, 
means  any  dividend  upon  stock  of  foreign  corporation  or  any  item  of  interest  upon 
bonds  of  foreign  countries  or  foreign  corporations,  w^hether  such  dividend  or  inter- 
est is  paid  in  the  United  States  or  by  check  drawn  on  a  domestic  bank. 
(T.  D.  2759;  Oct.  2,  1918.) 

Wherever  a  foreign  country  or  foreign  corporation  issuing  bonds  has  appointed  a 
paying  agent  in  this  country,  charged  with  duty  of  paying  interest  upon  such  bonds, 
such  agent  shall  be  source  of  information;  if  such  country  or  corporation  has  no  such 
agent  then  last  bank  or  collecting  accnt  in  this  country  shall  be  source  of  information; 
in  case  of  dividends  on  stock  of  foreign  corporation,  first  bank  or  collecting  agent 
accepting  such  item  for  collection  shall  be  source  of  information.  (T.  D.  2759;  Oct. 
2, 1918.) 

Banks  or  agents  collecting  foreign  items  reauired  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  Dusiness  and  are  subject  to  such  regu- 
lations for  furnishin&^  of  information  as  the  Commissioner,  with  approval  of  Secretarv 
of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  by  failure  to  obtain  such 
license.    (T:  D.  2759;  Oct.  2,  1918.) 
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Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  Is  source  of  in- 
formation, ownership  certificate  shall  accompany  coupon  to  such  agent  or  source  of 
information,  who  shall  forward  ownership  certificate  to  Commissioner  of  Internal 
Revenue,  in  manner  proidded  where  duty  is  placed  upon  licensee,  provided  that 
in  case  ownership  certificate,  Form  1000,  is  used,  paying  agent  shall  make  return  on 
Form  1012.     (T.  D.  2759;  Oct.  2,  1918.) 

The  term  ''foreign  corporation.*'  as  used  in  article  35  of  Regulations  No.  33, 
Revised,  means  one  not  organized  and  existing  under  the  laws  of  the  United  States 
or  of  any  State  or  Territorv  thereof,  or  of  the  District  of  Columbia,  Porto  Rico,  or  the 
Philippine  Islands.     (T.  D.  2759;  Oct.  2,  1918.) 

All  persons,  corporations,  etc.,  undertaking  as  matter  of  business  or  for  profit, 
collection  of  foreign  pavments  of  interest  on  dividends  b:^  means  of  coupons,  checks, 
or  bills  of  exchange,  shall  obtain  license  from  Commissioner  of  Internal  Revenue, 
as  prescribed  by  section  9  (b)  of  the  act  of  September  8,  1916,  as  amended;  such 
licensee  shall  write  or  stamp  on  the  face  of  the  item:  ''Information  obtained  and 
furnished  by (name  of  collecting  agent)."    (T.  D.  2690;  art.  48.) 

Insurance. 

Payments  of  premiums  made  to  insurance  companies  for  annual  protection  do 
not  require  reports  of  information.    (T.  D.  2670;  Mar.  11,  1918.) 

Payments  to  insurance  companies  for  the  year  1917  do  not  require  reports  of  in- 
formation.   (T.  D.  2670;  Mar.  11,  1918.) 

Every  person,  corporation,  etc.,  paying  insurance  premiums  of  $800  or  more  in 
any  taxable  year,  or,  in  case  of  such  payment  made  by  the  United  States,  the 
officers  or  employees  of  the  United  States  having  information  as  to  such  payments, 
authorized  and  required  to  render  due  and  accurate  return,  setting  forth  the  amount 
•  of  such  insurance  premiums  and  the  name  and  address  of  the  recipients  thereof. 
(T.  D.  2690;  art.  34.) 

Interest. 

Interest  accrued  on  bank  deposits  before  it  has  been  passed  to  the  credit  of  the 
individual  depositor  need  not  be  reported.    (T.  D.  2670;  Mar.  11, 1918.) 

Every  person,  corporation,  etc.,  paving  interest  of  $800  or  more  in  any  taxablo 
year,  or,  m  case  of  such  payment  made  by  the  United  States^  the  officers  and  em* 
plovees  of  the  United  States  having  information  as  to  such  pavments  authorized 
ana  required  to  render  due  and  accurate  return,  setting  forth  the  amount  of  such 
interest  and  the  name  and  address  of  the  recipients  thereof.  (T.  D.  2690;  art. 
34.) 

Requirements  for  information  at  source  do  not  apply  to  payments  of  interest  on 
obligations  of  the  United  States.    (T.  D.  2690;  art.  37.) 

Returns  of  information  required,  regardless  of  amount,  in  case  of  payments  of 
interest  upon  bonds,  mortgages,  or  deeds  of  trust,  or  other  similar  obligations  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insur- 
ance companies,  and  in  the  case  of  foreign  items;  original  ownership  certificates, 
when  duly  filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D. 
2716;  May  28, 1918.) 

Letter  of  transmittal. 

Returns  of  information  for  preceding  calendar  year  shall  be  filed  Avith  Commis- 
sioner of  Internal  Revenue  on  or  before  March  1  of  each  year,  accompanied  by 
letter  of  transmittal,  under  oath  (Form  1096),  which  will  show  number  of  returns 
filed  and  aggregate  amount  represented  by  the  payments.    (T.  D.  2690;  art.  34.) 

I'orei^  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  indorsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
giving  all  infomaation  called  for  by  such  certificate;  where  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  ownership  certificate 
and  indorse  on  item  the  words  "Certificate  attached  and  information  furnished," 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following  that 
during  which  items  were  accepted,  accompanied  by  letter  of  transmittal,  showing 
number  of  certificates  and  aggregate  amount  of  foreign  items  disclosed  therein. 
(T.  D.  2759;  Oct.  2, 1918.) 

^Vhere  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
accompany  coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent,  then 
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to  last  bank  or  collecting  a^ent  handling  item  in  this  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  haye  been  prop- 
erly indorsed,  certificates  shall  be  attached  and  forwafded  to  Commissioner  of 
Internal  Revenue  (Sortii^  Division),  Washington,  D.  C,  on  or  before  20th  day  of 
month  following  tliat  during  which  items  were  accepted,  accompanied  bjr  letter  of 
transmittal,  showing  number  of  certificates  and  aggregate  amount  of  foreign  items 
disclosed  thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

OwnexBhip  certificates. 

When  person  receiving  payment  falling  within  provisions  of  law  for  information 
at  source  is  not  actual  owner  of  income  received,  name  and  address  of  actual  owner 
shall  be  furnished  upon  demand  of  person,  corporation,  etc.,  paying  income,  and 
in  default  of  compliance  with  such  demand,  payee  becomes  liable  to  penalty  of 
not  less  than  $20  nor  more  than  $1,000.    (T.  D.  2690;  art.  36.) 

Returns  of  information  required,  regard lesa  of  amount,  in  case  of  payments  of 
interest  upon  bonds,  mortgages,  or  deeds  of  trust,  or  other  similar  obligations  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insur- 
ance companies,  and  in  the  case  of  foreign  items;  original  ownership  certificates, 
w^hen  duly  filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D. 
2759;  Oct.  2, 1918.) 

Professional  fees. 

Fees  paid  to  lawyers,  doctors,  and  similar  payments  aggregating  less  than  $800 
for  the  year,  do  not  require  reports  of  information.    (T.  D.  2670;  Mar.  11, 1918.) 

Rent  payments. 

Payments  of  rent  made  to  real  estate  a2:ents  do  not  require  reports  of  information 
(but  agents  must  report  payments  to  landlord  if  the  same  amounts  to  $800  or  more 
during  1917.)    T.  D.  2670;  Mar.  11,  1918.) 

Every  person,  corporation,  etc.,  paying  rent  of  $800  or  more  in  any  taxable  year, 
or,  in  case  of  such  payment  made  by  the  United  States,  the  officers  or  employees 
of  the  United  States  having  inlormation  as  to  such  payments,  authorized  and 
rcqtuired  to  render  due  and  accurate  return,  setting  fortn  the  amount  of  such  rent 
and  the  name  and  address  of  the  recipients  thereof.    (T.  D.  2690;  art.  34.) 

Intent  of  law. 

Intent  and  purpose  of  income-tax  law  is  that  all  gains»  profits,  and  income  of  a 
taxable  class  shall  be  charged  and  assessed  with  the  corresponding  income  tax, 
normal  and  additional,  and  such  tax  shall  be  paid  by  such  owner  of  such  income 
or  proper  representative  thereof  having  receipt,  custody,  control,  or  disposal  of 
same.    (T.  D.  2690;  art.  49.) 

Net  income — Alimony. 

Alimony  or  allowance  based  on  separation  agreement  is  not  income  to  recipient 
thereof » n<»  is  it  an  allowable  deduction  for  the  person  paying  same.  (T.  D.  269t>; 
art.  4.) 

Allowances  to  minor  children. 

As  a  rule,  allowances  which  father  gives  to  his  minor  children,  whether  said  to 
be  in  consiaeration  of  service  or  otherwise,  are  not  allowable  deductions  in  return 
of  income.    (T.  D.  2690;  art.  8.) 

Army  officers. 

Pay  and  allowance  of  Army  officers  are  based  on  obligation  of  officer  to  provide 
equipment  and  mounts  as  personal  expense;  cost  of  mounts  and  equipment  is  not 
therefore  a  deductible  expense.    (T.  D.  2690;  art.  8.) 

Bad  debts — ^Bankruptcy.  ! 

Actual  determination  of  worthlessness  of  debt  in  case  of  bankruptcy  is  possible 
only  when  settlement  in  bankruptcy  shall  have  been  had ;  only  difference  between 
amount  received  in  distribution  of  assets  of  bankrupt  and  amount  of  approved 
claim  may  bo  considered  for  purpose  of  deduction.    {T.  D.  2690;  art.  8.) 

Where  settlement  is  had  by  way  of  compromise  whereby  amount,  less  than  debt 
claimed,  is  accepted  in  full  payment  and  satisfaction,  difference  between  amount 
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Compromise. 

paid  and  that  claimed  is  not  allowable  as  deduction  for  bad  debts;  wbere  settle- 
ment consists  of  promise  to  pay  amount  less  than  debt,  amount  promised  forms 
batiis  of  new  transaction,  and  upon  failure  to  make  good  such  promise  question  will 
arise  as  to  deductibility  of  new  amount  only.    (T.  D.  2690;  art.  8.) 

Definition. 

Bad  debt  or  worthless  debt,  which  may  be  deducted  in  return  of  income,  is  debt 
which  has  been  actually  ascertained  to  be  worthless  and  charged  off  within  taxable 
year.     (T.  D.  2690;  art.  8.) 

Mortgage  foreclosure  sale. 

Where  mortgagee  buys  in  property  and  credits  indebtedness  with  purchase  price, 
difference  between  price  and  indebtedness  not  allowable  as  deductions;  only  where 
purchaser  for  less  than  debt  is  another  than  mortgagee  may  difference  between  debt 
and  net  from  sale  credited  be  deducted  as  bad  debt.    (T.  D.  2690;  art.  8.) 

Showing  of  worthlessness. 

WTiere  all  surrounding  and  attendant  circumstances  indicate  that  debt  is  worth- 
less and  imcollectible  and  that  legal  action  to  enforce  payment  would  in  all  proba- 
bility not  result  in  satisfaction  of  execution  on  judgment,  showing  of  such  facts  will 
be  sufficient  showing  of  worthlessness  of  debt  for  purposes  of  deduction.  (T.  D. 
2690;  art.  8.) 

Unpaid  wages,  rents,  etc. 

Debts  arising  from  unpaid  wages,  salary,  rents,  and  items  of  similar  taxable  in- 
come, not  allowed  as  deduction  unless  income  they  represent  has  been  included  in 
return  of  gross  income  for  year  in  which  deduction  as  bad  debt  is  sought  to  be  made 
or  in  previous  year,  and  debts  themselves  have  been  actually  ascertained  to  be 
worthless  and  charged  off.     (T.  D.  2690;  art.  8.) 

Basis. 

Dervlers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns  on 
basis  of  inventories  taken  at  cost  or  market  price,  whichev3r  is  lower.  (T.  D.  2609; 
Dec.  19, 1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to  legality 
of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  will  be  tenta- 
tively accepted.    (T.  D.  2649;  Jan.  30,  1918.    Affirmed,  T.  D.  2744;  July  5,  1918.) 

Dealer  in  securities,  for  purposes  of  T.  D.  2609,  is  a  merchant  of  securities  whether 
an  individual,  partnership,  or  corporation  with  an  established  place  of  business,  and 
whose  principal  business  is  the  purchase  of  securities  and  their  resale  to  customers; 
one  who,  as  a  merchant,  buys  securities  and  sells  them  to  customers  with  a  view  to 
the  gains  and  profits  that  may  bo  derived  therefrom.  (T.  D.  2649;  Jan.  30,  1918.) 

Citizens  and  resident  aliens. 

Citizens  and  resident  aliens  are  given  the  deductions  and  credits  provided  by  sec- 
tion 5  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3,  1917; 
deductions  provided  by  such  section  stated.     (T.  D.  2i590;  arts.  7,  8.) 

Credits — Dividends. 

For  purpose  of  normal  tax  only,  income  embraced  in  personal  return  shall  be 
credited  with  amount  received  as  dividends  upon  stock  or  irom  net  earnings  of  any 
corporation,  joint-stock  company  or  association,  trustee,  or  insurance  company, 
which  is  taxable  upon  its  net  income;  applicable  to  nonresident  aliens.  (T.  D. 
2690;  arts.  9,  11.) 

Amount  of  dividends  received  by  partners  shall  be  allowed  as  a  credit  for  purpose 
of  computing  normal  income  tax.    (T.  D.  2690;  art.  30.) 

Excess  profits  tax. 

After  net  income  shall  have  been  ascertained,  it  shall  be  credited  with  amount  of 
any  excess  profits  tax,  assessed  for  same  calendar  or  fiscal  year  upon  taxpayer,  and, 
in  case  of  member  of  partnership,  with  his  proportionate  share  of  the  excess-profits 
tax  imposed  upon  the  partnership.    (T.  D.  2690;  art.  2.) 

Although  excess  profits  tax  payment  is  not  an  allowable  deduction  in  ascertaining 
net  income,  net  income  shown  on  any  return  will  be  credited  with  amount  of  excess 
profits  tax  tor  which  taxpayer  will  be  liable  for  same  year.    (T.  D.  2690;  art.  8.) 
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Excess  profits  tax — Continued. 

Net  income  embraced  in  return  shall  be  credited  with  amount  of  any  excess 
profite  tax  imposed  and  assessed  for  same  calendar  or  fiscal  year  upon  taxpayer,  and 
m  case  of  member  of  partnership  with  his  proportionate  share  of  such  excess  profits 
tax;  applicable  to  nonresident  aliens.    (T.  D.  2690;  arts.  9,  II.) 

Interest. 

Where  it  is  clearly  established  that  debtor  corporation  has  actually  withheld  and 
paid  to  proper  oflffcers  of  the  United  States  the  tax  on  interest  on  bonds  containing 
tax-free  covenant,  recipient,  having  returned  such  interest  as  Income,  may  take 
credit  against  any  tax  to  which  subject  on  the  basis  of  the  return,  for  tax  so  paid  by 
debtor  corporation.    (T.  D.  2690;  art.  122.) 

Nonresident  aliens. 

In  order  that  nonresident  alien  may  have  benefit  of  deductions  and  credits  pro- 
vided by  Article  11  of  Regulations  No.  33,  he  must  file  or  cause  to  be  filed  true  and 
accurate  return  of  total  income  from  all  sources  in  United  States,  and  in  case  of  failure 
to  file  return  tax  will  be  collected  on  gross  income  from  all  such  sources.  (T.  D. 
2690;  art.  12.) 

Tax  withheld. 

For  purpose  of  normal  tax  only,  credit  shall  bo  allowed  as  to  amoimt  of  income, 
normal  tax  upon  which  has  been  paid  or  withheld  for  payment  at  source  of  income 
under  Title  1  of  the  act  of  September  8,  1916,  as  amended,  or  the  act  of  October  3, 
1917;  applicable  to  nonresident  aliens.    (T.  D.  2690;  arts.  9, 11.) 

Definition. 

Net  income  is  difference  between  gross  income  and  the  sum  of  allowable  deduc- 
tions,   (T.  D.  2690;  art.  6.) 

Depletion— Mining  properties. 

Every  individual  claiming  and  making  deduction  for  depletion  of  natural  deposits 
shall  keep  accurate  ledger  account  in  which  shall  be  charged  &dr  market  value  as  of 
March  1,  1913,  or  the  cost,  if  property  was  acquired  subsequent  to  that  date,  of 
mineral  deposits  involved,  accoimt  to  be  credited  with  amount  of  depletion  deduc- 
tion claimed  and  allowed  each  year,  or  amount  of  depletion  shall  oe  credited  to 
depletion  reserve  account,  to  end  that  when  sum  of  credits  for  depletion  equals 
value  of  cost  of  property,  no  further  deduction  for  depletion  will  be  allowed;  the 
fair  market  value  or  cost  of  property,  as  case  may  be,  will  be  basis  for  determining 
depletion  deduction  for  all  subsequent  yeara  during  ownership  under  which  value 
was  fixed,  and  during  such  ownership  there  may  be  no  revaluation  if  it  should  be 
found  that  estimated  quantity  of  deposit  was  understated;  where  quantity  of  min- 
eral deposit  prior  to  March  1, 1913,  can  not  be  accurately  estimated,  necessary  if 
depletion  deductions  are  to  be  taken,  for  individual  owning  deposits,  with  best  in- 
formation available,  to  arrive  at  fair  market  value  of  property  as  of  Idarch  1,  1913, 
which  value  during  period  of  ownership  shall  be  final ;  then  on  basis  of  most  probable 
number  of  units  in  property,  the  per  unit  value  shall  be  determined  as  Dasis  for 
computing  annual  depletion  allowances;  this  method  and  allowances  to  be  con- 
tinued until,  but  not  l^yond,  time  when  value  as  of  March  1, 1913,  shall  have  been 
extinguished.    (T.  D.  2690;  art.  172.) 

Original  cost  of  mineral  deposit  may  be  taken  as  basis  for  computing  annual  deple- 
tion oeductionB  if  fair  market  value  as  of  March  1, 1913,  can  not  oe  ascertained  other- 
wise, allowance  being  made  for  minerals  which  may  have  been  removed  prior  to  that 
date;  where  property  was  acquired  subsequent  to  that  date,  same  rule  for  computing 
annual  depletion  deduction  mil  apply,  except  that  basis  of  computation  will  be 
actual  cost  rather  than  value  as  of  March  1, 1913.    (T.  D.  2690;  art.  172.) 

Where  property  was  acquired  by  purchase  or  otherwise  (other  than  by  lease)  prior 
to  March  1,  1913,  amount  of  invested  capital  which  may  be  extinguished  through 
annual  depletion  deductions  from  gross  income  will  be  the  market  value  of  mine 
property  so  acquired,  as  of  March  1, 1913;  value  contemplated  as  basis  for  depletion 
deauctions  must  not  be  based  upon  assumed  salable  value  of  output  under  current 
operative  conditions,  less  cost  of  production,  for  reason  that  value  so  determined 
would  comprehend  profits  to  be  realized  from  operation  of  property;  value  must  not 
be  speculative  but  must  be  determined  upon  basis  of  salable  value  en  bloc  as  of 
March  1, 1913,  of  entire  deposit  of  minerals,  exclusive  of  improvements  and  develop- 
ment work;  en  bloc  value  having  been  ascertained,  estimate  of  number  oi  imits 
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(tons,  pounds,  etc.)  should  be  made,  and  en  bloc  value  divided  by  estimated  num- 
ber of  units  will  be  detennined  per  imit  value,  which,  multiplied  by  number  of 
units  mined  and  sold  during  any  one  year,  will  determine  sum  which  will  constitute 
deduction  of  that  year;  deductions  computed  on  like  basis  may  be  made  from  year  to 
year  duriug  ownership  under  which  value  was  determined  until  aggregate  en  bloc 
value  as  of  March  1, 1913,  of  mine  or  mineral  deposit  shall  have  been  extinguished. 
(T.  D.  2690;  art.  172.) 

Precise  manner  in  which  estimated  fair  market  value  of  mineral  deposits,  as  of 
March.  1, 1913,  shall  be  made,  must  be  determined  by  owner  upon  such  oasis  as  must 
not  comprehend  any  operating  profits,  estimate  to  be  subject  to  api}rovaI  of  Com- 
missioner; in  passing  upon  accuracy  and  fairness  of  estimate  duo  weight  to  market 
value  of  stock  of  corporation  on  March  1^  1913,  and  also  to  sworn  statements  aiB  to 
value  of  stock  filed  at  any  timo  thereafter  for  purposes  of  special  excise  tax  based 
on  value  of  capital  stock  imposed  by  Title  I  of  the  act  of  September  8, 1916,  will  be 
attached.    (T.  D.  2690;  art.  172.) 

Where  depletion  deduction  is  computed  on  basis  of  cost  or  price  at  which  any 
mine,  mineral,  lands  or  properties  were  acquired,  corporation  upon  request  of  Com- 
missioner must  show  that  cost  or  price  at  which  property  was  brought  was  fixed  for 
purposes  of  bona  fide  purchase  or  sale  by  which  property  passed  to  owner  in  fact 
as  well  as  in  form,  different  from  vendor;  in  determining  whether  or  not  price  or  cost 
at  which  any  purchase  or  sale  was  made  represented  actual  market  value,  due  wei^^ht 
will  be  given  to  relationship  or  connection  existing  between  party  or  parties  selhng 
property  and  buyer  thereof.     (T.  D.  2690;  art.  172.) 

lessee  corporation  not  entitled  to  any  deduction  as  such,  but  if  lessee,  in  addi- 
tion to  royalties,  pays  stipulated  sum  for  right  to  explore,  develop,  and  operate  mine, 
such  smn  may  be  «>read  ratably  over  estimated  number  of  unit«  in  mine,  and  thus 
aacertain  amount  or  invested  capital  or  bonus  jwym^it  applicable  to  each  unit;  per 
unit  cost  thus  ascertained  will  be  multiplied  by  number  of  units  removed  from  mme 
during  any  one  year,  arid  result  will  be  amoimt  that  may  bo  deducted  from  gross 
income  of  that  year  as  return  of  capital  invested;  in  case  of  both  mine  owner  and 
lessee,  no  deduction  for  depleticm  or  return  of  capital  will  be  allowed  when  invested 
capital  has,  through  the  aggregate  of  all  such  deducti(»is,  been  extinguished;  for  pur- 
pose of  computing  this  deduction  in  case  of  lessee  comjpnny  actual  amount  of  bonus 
paid  and  not  value  as  of  March  1,  1913,  will  be  considered  capital  invested  to  be 
returned  through  aggrc-gate  of  annual  deductions,    (T.  D.  2690;  art.  172.) 

Both  owner  aod  lessee  will  keep  accurate  ledger  accounts  to  which  will  be  charged 
capital  invested  in  mine  or  lease,  and  in  macrhinery,  equipment,  etc.,  crediting  such 
accounts  or  a  depletion  reserve  account  with  amount  claimed  and  allowed  as  a 
deduction  each  year  until,  as  result  of  such  credits,  the  capital  change  shall  be 
extinguished,  after  vrhich  no  further  deduction  on  this  account  will  be  allowed. 
(T.  D.  2690;  art.  172.) 
Oa  and  gas  properties. 

Ab  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  a^^fregated  in  books  of  account  fiom 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may  bo 
made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

\Vhere  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1, 1913,  or 
cost  of  iffioperty  il  acquired  subsequent  to  that  date,  or,  if  operator  is  leasee,  actual 
amount  paid  for  lease,  plus,  in  case  of  both  own^^  and  lessee,  cost  of  erubsequent 
development^  exclusive  of  physical  property,  if  such  cost  is  capitaUaed,  will  be 
basis  for  determining  depletion  deduction  or  deduction  for  return  oi  capit^  for  all 
subsequent  year/)  during  continuance  of  ownership  under  which  value  waa  fixed 
or  by  which  investment  was  made;  d urine  such  ownership  there  can  be  no  revalua- 
tion for  property  of  deduction  if  it  should  be  foimd  that  quantitv  of  oil  or  gas  was 
underestimated  at  timo  value  was  fixed  or  property  was  acquired,  or  at  time  lease 
ct>ii tract  was  entered  into  or  purchased.     (T.  D.  2690;  art.  170.) 

J>oth  owners  and  lessees  operatii^  oil  or  gas  properties  will,  in  addition  to  and 
0ep.irate  from  deduction  allowable  mr  depletion  or  return  of  capital,  be  permitted 
to  deduct  reasonable  allowance  for  depreciation  of  r^ysical  pn^rty,  such  as  ma- 
chinery, tools,  eauipment,  pipes,  etc.,  amount  deductible  on  tbia  account  to  be 
such  an  amount,  based  upon  its  capitalized  value  (cost)  equitably  distributed  over 
its  usf'ful  Ufe,  as  will  bnng  it  to  its  true  salvage  value  wnen  no  longer  useful  for 
purpose  for  which  property  was  acquired.  (T.  D.  2690;  art.  170.) 
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Net  income— ^Continued. 

Depletion — Continued. 

Oil  and  gas  properties — Continued. 

If  quantity  o!  oil  or  gas  can  not  be  determined  with  certainty,  depletion  deduction 
will  be  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that  lessees 
may  compute  deductions  for  return  of  capital  (cost  of  lease  and  development)  in 
same  manner  as  owners  in  fee;  that  is,  they  may  extinguish  such  capital  on  basis 
of  reduction  in  flow  and  production  as  compared  with  preceding  year,  or,  in  case  of 
leasehold  properties  brought  in  or  developed  during  vear,  depletion  deduction  may 
be  computed  on  basis  of  decline  in  settled  flow  and  piroduction,  as  evidenced  by 
tests  and  gauges  made  at  end  of  year  as  compared  with  similar  tests  and  ^uges  made 
at  time  settled  iSow  was  determined;  for  purpose  of  computing  depletion  territory 
comprehended  in  given  lease  will  bo  considered  unit  witn  respect  to  which  deple- 
tion deduction  may  be  claimed  and  allowed.    (T.  D.  26d0;  art.  170.) 

Every  individual  or  corporation  entitled  to  deduction  on  account  of  depletion  or 
for  return  of  capital  invested  shall  keep  accurate  ledger  account,  in  whicn,  in  case 
of  fee  owner,  shall  be  charf^d  fair  market  value  as  of  March  1,  1913,  or  the  cost,  if 
acquired  subsequent  to  that  date,  of  the  oil  or  gas  property,  plus  cost  of  development, 
or,  in  case  of  lessee,  am<mnt  actually  originally  invested  ui  lease  and  its  develop- 
ment; this  amount  shall  be  credited  as  amount  claimed  each  year  as  deduction  on 
account  of  depletion  or  as  return  of  capital,  to  end  that  when  credits  to  account 
equal  debits  no  further  deductions  on  either  account,  with  respect  to  this  property 
and  capital  invested  therein,  will  be  allowed;  or,  in  lieu  of  direct  credit  to  property 
account,  amounts  so  claimed  and  allowed  as  deduction  may  be  credited  to  depletion 
reserve  account.    (T.  D.  2690;  art.  170.) 

In  case  of  leasee,  capita!  to  be  returned  is  amount  paid  in  cash  or  its  equivalent  as 
bonus  or  otherwise  by  lessee  for  lease,  plus  expenses  incurred  in  developing  prop- 
erty (exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom  sufficient 
to  meet  all  deductible  expenses,  after  which  time  as  to  both  owner  and  lessee,  such 
incidental  expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection  with  drilling 
of  wells  and  further  development  of  property  may  be,  at  option  of  operator,  deducted 
as  operating  expense  or  charged  to  capital  account.    (T.  D.  2690;  art.  170.) 

In  case  of  operating  fee  owner,  amount  returnable  through  depletion  deductions  is 
fair  market  value  of  property  ^exclusive  of  cost  of  physical  property)  as  of  March  1, 
1913,  if  acquired  prior  to  that  oate,  or  actual  cost  of  property  if  acquired  subsequent 
to  that  date,  plus,  in  either  case,  cost  of  development  (other  than  cost  of  physical 
property  incident  to  such  development)  up  to  point  at  which  income  from  devel- 
oped territory  equals  or  exceeds  deductible  expenses.    (T.  D.  2690;  art.  170.) 

Essence  of  sections  5  and  12  of  the  act  of  September  8, 1916,  as  amended  by  the  act 
of  October  3,  1917,  is  that  owner  or  operator  of  gas  or  oil  properties  shall  secure 
through  an  aggregate  of  annual  depletion  deductions  the  return  of  amount  of  capital 
actually. in ves tea,  or  amount  not  in  excess  of  fair  market  value  as  of  March  1, 1913, 
of  properties  owned  prior  to  that  date.    (T.  D.  2690;  art.  170.) 

Estimate,  subject  to  approval  of  Commissioner  of  Internal  Revenue,  required  to 
be  made  of  probable  quantity  of  oil  or  gas  contained  in  or  to  be  recovered  from 
territory  with  respect  to  which  investment  is  made;  invested  capital  will  be  divided 
by  number  of  units  of  oil  or  gas  so  estimated,  and  quotient  will  be  per  unit  cost  or 
amount  of  capital  invested  in  each  unit  recoverable;  this  quotient  when  multi- 
plied by  number  of  units  removed  from  territory  in  one  year  will  determine  amount 
which  will  be  allowably  deducted  from  gross  income  for  that  year  on  account  of 
depletion  or  as  return  of  invested  capital  until  total  of  such  deductions  shall  equal 
capital  invested.    (T.  D.  2690;  art.  170.) 

Tknberlaads. 

In  case  of  timberlands,  fair  market  price  or  value  of  timber  standing  March  1, 
1913,  or  cost  of  timber  when  purchased  was  niade  subsequent  to  that  date,  will  bo 
basis  for  calculation  of  depletion,  and  this  value  as  of  March  1,  1913,  or  cost  when 
subsequently  purchased,  is  not  to  be  exceeded  for  purposes  of  deduction  in  returns 
of  income;  whole  of  such  vahie  is  to  be  distributed  over  entire  amount  of  standing 
timber  on  those  respective  dates;  rules  governing  timber-owning  companies .  (T .  D . 
2690;  arts.  8, 173.) 

Depreciation— Computation. 

Reasonable  allowance  for  wear  and  tear  of  property  arising  out  of  its  use  or  employ- 
ment in  business  or  trade  is  to  be  based  upon  cost  of  such  prop3rty  or  on  its  fair 
market  price  or  value  as  of  March  1,  1913,  if  acquired  prior  thereto;  in  absence  of 
proof  to  contrary  it  will  l>e  assumed  that  such  value  as  of  March  1,  1913,  is  cost  of 
property,  lees  depreciation  up  to  titat  date.    (T.  D.  27o4;  Aug.  23, 1918.) 
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Costumes. 

Coetumes  purchased  and  used  exclusively  in  production  of  a  play  and  which  arc 
not  adapted  for  ocoasional  personal  use  and  are  not  so  used  are  part  of  the  equipment 
of  a  business,  and,  as  such,  subject  to  depreciation  in  value  on  account  of  wear  and 
tear  arising  from  their  use  in  the  business;  reasonable  allowance  for  such  deprecia- 
tion may  be  claimed.     (T.  D.  2690;  art.  8.) 

Mining  properties. 

Operator  will  be  permitted  to  deduct  from  gross  income  of  each  year  reasonable 
allowance  for  depreciation  of  all  physical  property  used  in  connection  with  opera- 
tion of  mine  and  owned  by  operator;  for  this  purpose  the  actual  cost  (not  value)  will 
be  equitably  distributed  over  useful  life  of  such  property  until  true  salvage  value 
has  been  reached;  both  owner  and  lessee  will  keep  accurate  ledger  accounts  to  which 
will  be  charged  capital  invested  in  mine  or  lease,  and  in  machinery,  equipment,  etc., 
crediting  such  accounts  or  a  depreciation  reserve  account  with  amount  claimed  and 
allowed  as  a  deduction  each  year  until,  as  result  of  such  credits,  the  capital  charge 
shall  be  extinguii^ed,  after  which  no  further  deduction  on  this  account  will  be 
allowed.    (T.  D.  2690;  art.  172.) 

— Oil  and  gas  properties. 

If  individual  or  corporation  charges  expense  of  drilling  wells  or  further  develop- 
ment to  capital  account,  the  same,  in  so  far  as  expense  is  represented  by  physical 
property,  may  be  taken  into  account  in  determining  reasonable  allowance  for  de- 
preciation during  each  year  until  property  account  thus  au^ented  has  been  extin- 
guished through  annual  depreciation  deductions,  after  which  no  further  deduction 
on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business,  cost  of 
drilling  nonproductive  wells  may  be  deducted  £rom  gross  income  as  operating 
expense.    (T.  D.  2690;  art.  170.) 

• Destruction  of  property. 

Property  destroyed  by  order  of  authorities  of  State  or  of  United  States  may  be 
claimed  as  a  loss;  if  reimbursement  is  made,  amount  received  shall  be  reported  as 
income  for  year  in  which  reimbursement  is  made.     (T.  D.  2690;  art.  4.) 

Excess  profits  tax. 

Although  excess  profits  tax  payment  is  not  an  allowable  deduction  in  ascertaining 
net  income,  net  income  shown  on  any  return  will  be  credited  witJi  amount  of  excess 
profits  tax  for  which  taxpayer  will  be  liable  for  same  year.    (T.  D.  2690;  art.  8.) 

Excise  taxes. 

Excise  taxes  may  be  deducted  either  as  taxes  or  items  of  expense,  but  not  under 
both  heads.    (T.  D.  2690;  art.  8.) 

^—  Expenses — ^Administration. 

Expenses  of  administration  of  estate,  such  as  court  costs,  attorneys*  fees,  execu- 
tor's commissions,  etc.,  are  chargeable  against  corpus  of  estate  and  are  not  allowable 
deductions.    (T.  D.  2690;  art.  8.) 

— — Capital  investments. 

Amounts  expended  in  development  of  orchards  prior  to  time  when  productive 
stage  is  reached,  constitute  investments  of  capital.     (T.  D.  2690;  art.  4.) 

Where  leasehold  is  sold  for  specified  sum,  purchaser  may  take  as  deduction  an 
aliquot  part  of  such  sum,  each  year,  based  on  number  of  years  lease  has  to  run.  (1*. 
D.  2690;  art.  8.) 

Amounts  to  be  assessed  and  paid  under  mutual  agreement  between  bondholders 
or  stockholders  of  corporation  to  be  used  in  reorganization  of  corporation  are  invest- 
ments of  capital  and  not  deductible.    (T.  D.  2690;  art.  8.) 

Amount  expended  for  architectural  service  is  part  of  cost  of  building  and  is  not  a 
deductible  buainesji  expense;  cost  of  defending  title  or  perfecting  title  to  Moperty 
constitutes  part  of  the  cost  of  property,  and  is  not  a  business  exx>ense.  (T.  I>.  2690; 
art.  8.) 

Amounts  expended  for  securing  copyright  and  plates  which  remain  in  possession 
of  and  as  property  of  person  mala ng  payments  are  investments  of  capital  and  can 
not  be  allowed  as  deductions.    (T.  D.  2690;  art.  8.) 
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Ket  Income — Continued. 

EzpenBes — Continued. 

Coxnnussions  paid. 

Commissionfi  paid  in  purchadng  and  selling  securities  are  a  part  of  the  cost  of  sell- 
ing price  of  the  securities  and  not  otherwise  deductible;  they  do  not  constitute 
expense  deductions.    (T.  D.  2690;  art.  8.) 

Compensation  payments. 

Amounts  expended  by  corporations,  partnerships^  or  individuals  engaged  in 
bufdnes8,  in  paving  all  or  poruons  of  regular  compensation  of  officers  or  employees, 
who  have  for  ail  or  part  of  the  period  of  the  war  joined  the  naval  or  miUtary  forces  of 
the  United  States,  or  have  undertaken  services  for  the  Government  at  reduced  or 
nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting  net  income.     (T.  D.  2660;  Mar.  1,  1918.) 

Amounts  paid  for  salary  received  for  all  services  rendered  are  deductible  as  busi* 
ness  expense  when  expenditures  are  occasioned  by  the  service  in  respect  of  which 
salary  is  paid.     (T.  D.  2690;  art.  8.) 

Beimbursementa. 

Amounts  paid  out  for  expense  incident  to  ser\ice  rendered  and  which  are  reim- 
burHible,  are  not  deductible  as  expense,  nor  are  they  to  be  returned  as  income  when 
received  in  reimbursements.     (1\  D.  2690;  art.  8.) 

Bental  paymenta. 

In  case  of  professional  man  who  rents  property  for  residential  puiposes  but  receives 
there  clients,  patients,  or  callers  in  connection  with  his  professional  work  (place 
of  business  being  elsewhere),  no  part  of  rent  is  deductible  as  businesB  expense. 
(T.  D.  2690;  art.  8.) 

Farms. 

Cost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense,  but  cost 
of  ordinary  tools  may  be  included  under  this  item.    (T.  D.  2690;  art.  4.) 

Under  paragraph  7  of  section  5  (a)  of  the  act  of  1916  there  may  be  claimed  a  reason- 
able allowance  for  depreciation  on  farm  buildings  (other  than  dwelling  occupied  by 
owner),  farm  machinerv,  and  other  physical  property,  including  stock  purchased 
for  breeding  purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased 
for  resale  will  be  allowed.     (T.  D.  2690;  art.  4.) 

Wliere  expeiL^^es  incurred  in  operating  a  farm  for  recreation  or  pleasure  are  in 
excess  of  receipts  therefrom,  entire  receipts  from  side  of  products  may  be  ignored  in 
rendering  return  of  income,  and  expenses  will  not  constitute  idlowable  deductions 
in  return  of  income  derived  from  other  sources.    (T.  D.  2690;  art.  4.) 

Money  expended  for  stock  for  breeding  purposes  is  regarded  as  capital  invested 
and  where  stock  dies  from  disease  or  injury  or  is  killed  by  order  of  authorities  of 
State  or  United  States  and  cost  thereof  has  not  been  claimed  as  item  of  expense, 
amounts  so  expended,  less  any  depreciation  which  may  have  been  previously 
claimed,  may  be  deducted  as  a  loss;  if  reimbursement  is  made  by  State  or  United 
StatCH,  amount  received  shall  be  r^rted  as  income  for  year  in  which  reimburse- 
ment is  made.     (T.  D.  2690;  art.  4.) 

Individual  engaged  in  raising  and  selling  stock  may  not  claim  as  loss  value  of 


such  animals  raised  as  die  *  in  case  of  animals  purchased^  which  die,  amount  of  pur- 
chase money  will  be  an  allowable  deduction,  if  not  previously  deducted  as  business 
expense.    (T.  D.  2690;  art.  4.) 

When  farm  products  are  held  for  favorable  market  prices,  no  deduction  on  account 
of  shrinkage  in  weight  or  phvaical  value  or  losses  by  reason  of  such  shrinkage  or 
deterioration  in  storage  shall  be  allowed.     (T.  D.  2690;  art.  4.) 

—  (Hf  ts  or  bonuses. 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in  eood 
faith  and  as  additional  compensation  for  services  actually  rendered;  if,  when  added 
to  salaries,  they  do  not  exceed  reasonable  compensation  for  services,  they  will  be 
regarded  as  part  of  the  wage  or  hire  an^I  therefore  an  ordinary  and  necessarv  expense 
of  operation  and  maintenance  and  as  such  will  be  deductible.    (T.  D.  2690;  art.  8.) 
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Net  income— Oontinued. 

— — ~  Insursuico  prexniuzicuB. 

Premiums  paid  on  life  insurance  policies  covering  lives  of  officers,  employees,  or 
those  financially  interested  in  any  ousiness  conducted  as  a  partnership^  or  by  an 
individual,  shall  not  be  deducted  in  compuling  net  income  of  such  individual  or  in 
compu ting  profits  of  such  partnership  for  purpose  of  paragraph  (e)  of  section  8  of  the 
act  of  September  8,  1916,  as  amended.    (T.  D.  2690;  art.  30.) 

Premium  paid  for  insurance  on  property  used  for  business  purposes  is  an  allow- 
able deduction;  insurance  paid  on  dwelling  owned  and  occupied  by  taxpayer  is 
personal  expense  and  not  aeductible,  nor  is  premium  paid  for  life  insurance  by 
insured ;  premiums  paid  in  advance  covering  period  of  several  years  are  to  be  taken 
as  deduction  on  basis  of  one  or  two  methods:  when  books  are  kept  on  cash  basis 
entire  amount  is  deductible  in  year  in  which  premium  is  paid,  but  where  books 
are  kept  on  accrual  basis  premium  is  to  be  prorated  over  period  covered  by  insure 
ance.    (T.  D.  2690;  art.  8.) 

Idcense  taxes. 

License  taxes  may  be  deducted  either  as  taxes  or  items  of  expense,  but  not  under 
both  heads.    (T.  D.  2690;  art.  8.) 

—  Loasea. 

For  purpose  of  income  tax  good  will  is  capable  of  neither  appreciation  nor  depre- 
ciation, and  amount  claimed  to  represent  its  decline  in  value  is  not  an  allowable 
deduction  in  computing  tax  liability  of  an  individual  or  corporation.  (T.  D.  2690; 
art.  8.) 

Difference  between  losses  provided  for  in  para^ph  4  of  section  6  of  the  income- 
tax  act  and  that  provided  for  in  paragraph  5  is  illustrated  by  difference  between 
definitions  of  * 'avocation"  and  * 'vocation;"  losses  under  paragraph  4  come  under 
tiie  head  of  vocation,  while  those  under  paragraph  5  come  under  the  head  of  avoca- 
tion, and  losses  under  the  latter  head  may  be  deducted  to  an  amount  not  exceeding 
profits  arising  from  transactions  under  that  head.    (T.  D.  2690;  art.  8.) 

The  language  ''losses  *  *  *  incurred  in  trade,"  as  used  in  Section  II,  subdivision 
B,  act  of  October  3,  1913,  means  losses  incurred  in  the  actual  business  of  the  tax- 
payer as  distinguished  from  isolated  transactions.  (T.  D.  3029;  June  19,  1920, 
Ct.  Dec.) 

Member  of  firm  engaged  in  business  of  manu&icturing  ia  not  entitled  under  Sec- 
tion II,  subdividon  jB,  act  October  3,  1913,  to  deduct  from  his  gross  income  loss 
sustained  from  sale  of  shares  of  stock.     (T.  D.  3029;  June  19,  1920.    Ot.  Dec.) 

— —  Nonresident  aliens. 

Nonresident  aliens  are  given  deductions  and  credits  as  provided  by  section  6  of 
the  act  of  September  8, 1916,  as  amended  by  the  act  of  October  8, 1917;  deductions 
provided  for  by  such  section  stated.    (T.  D.  2690;  arts.  7, 10.) 

Where  income  is  such  as  to  call  for  additional  tax  and  return  is  not  filed  com- 
missioner will  cause  return  to  be  made  and  include  income  from  all  sources  con- 
cerning 'which  he  has  information  and  shall  assess  tax  and  collect  same  from  one  or 
more  or  all  of  the  sources  of  income  within  United  States  without  allowance  for 
deductions  and  credits  under  section  6  of  the  income-tax  act.    (T.  D.  2690;  art.  32.) 

Nonresident  alien  is  not  entitled  to  benefit  of  the  several  deductions  and  credits 
provided  by  section  6  of  the  act  of  September  8,  1916,  as  amended,  imless  return 
of  net  income  is  filed  by  him  or  his  authorized  agent.    (T.  D.  2690;  art.  32.) 

Nonresident  alien  is  not  entitled  to  any  specific  exemption  as  a  deduction  from 
net  income  from  sources  within  United  States.    (T.  D.  2690;  art.  32.) 

— ^  Occupational  taxes. 

Business  or  privilege  taxes  may  be  deducted  either  as  taxes  or  items  of  expense^ 
but  not  under  both  heads.    (T.  D.  2690;  art.  8.) 

— —  Beimbursenients. 

In  case  of  per  diem  allowance  in  lieu  of  subsistence  while  under  traveling  orders, 
total  allowance  is  income,  and  there  may  be  taken  as  a  deduction  for  expense  the 
amount  actually  expended  from  such  allowance  lor  actual  necessary  tniveling 
expenses.    (T.  D.  2690;  art.  4.) 
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Ket  Income — Continued. 
Bentala. 

Where  leasehold  is  sold  for  specified  sum,  purchaser  may  take  as  deduction  an 
allq uot  part  of  such  sum  each  year  based  on  numb er  of  years  lease  has  to  run .  (T .  D . 
2690;  art.  8.) 

Stock  trust  certificates  or  leased  line  certificates,  as  case  may  be,  issued  by  lessee 
for  purpose  of  securing  or  holding  control  of  stock  of  lessor  are  held  to  be  issued  in 
lien  of  certificates  of  capital  stock,  and  they  will  be  treated  as  capital  stock  and 
amounts  received  by  holders  are  dividends  to  them  to  be  treatea  as  rentals  by 
both  lessee  and  lessor  and  constitute  allowable  deduction  in  one  case  and  item  of 
income  in  other,  accordingly  as  they  are  paid  and  received.    (T.  D.  2690;  art.  104.) 

Boyalties. 

Owner  of  patent  may  deduct  from  gross  income  each  year,  until  capital  invested 
therein  is  extinguished,  sum  ascertained  by  dividing  cost  of  patent  dv  number  of 
years  constituting  its  life  or  by  numbor  representing  years  of  its  life  remaining 
after  date  of  acquirement.    (T.  D.  2690;  art.  113.) 

Taxes. 

Taxes  on  bank  stock  paid  under  l^al  requirement  by  bank  for  its  stockholders 
are  deductible  bv  stockholders  and  not  by  bank;  where  bank  stock  is  sold  and  trans- 
ferred between  date  of  assessment  and  payment  of  tax,  in  absence  of  statute  govern- 
ing, stockholder  liable  for  tax  (if  tax  was  actually  paid)  will  have  benefit  of  tax 
deduction;  this  is  question  of  fact  and  to  be  determined  as  such .    (T.  D.  2690;  art.  8.) 

All  taxes  levied  by  general  taxing  authority,  including:  tax  imposed  and  paid 
under  act  of  October  3,  1917,  except  war  excess-profits,  income  taxes,  and  taxes 
assessed  against  local  benefits,  are  allowable  deductions.    (T.  D.  2690;  art.  8.) 

Taxes  paid  by  tenant  to  or  for  landlord  for  business  property  are  additional  rent 
and  constitute  deductible  item  to  the  tenant  and  taxable  income  to  landlord,  and 
amount  of  such  tax  will  be  deductible  by  the  landlord.    (T.  D.  2690;  art.  8.) 

Tax  upon  right  to  receive  an  interest  in  the  estate  of  a  decedent  is  not  a  charge 
either  against  the  person  receiving  the  interest  or  the  property  or  right  accruing  to 
him;  the  legatee  (^  distributee  merely  receives  the  balance  due  after  payment  of 
the  tax — ^he  does  not  receive  the  entire  interest  and  then  pay  the  tax — and  he  is 
consequently  not  entitled  to  deduct  the  amount  as  a  tax  paid  by  him.  (T.  D. 
2933;  Oct.  9,  1919.    T.  D.  3050;  July  27,  1920.    Ct.  Decs.) 

Tax  imposed  by  laws  of  New  York  upon  transfer  of  property  by  will  or  under 
interstate  laws  is  not  deductible  in  ascertaining  net  income  of  l^atee  or  distributee 
under  act  of  October  3,  1913:  it  is  not  a  tax  within  the  meaning  of  paragraph  B, 
Section  II,  permitting  deduction  of  all  National,  State,  county,  school,  and  municipal 
taxes  paid  during  the  year.  (T.  D.  2933;  Oct.  9,  1919.  T.  D.  8050;  July  27,  1920. 
Ct.  Decs.) 

Tenante'  expenditures. 

Amounts  expended  by  tenants  for  taxes  and  necessary  repairs  under  agreement, 
in  addition  to  stipulated  cash  rental,  may  be  deducted  by  the  landlord.  (T.  D. 
2690;  art.  4.) 

' —  Wairants  of  city,  etc. 

In  cases  wherein  warrants  are  issued  by  a  city  or  other  political  subdidvision  of 
a  State  and  are  accepted  by  contractor  in  payment  for  public  work  done,  face 
value  of  such  warrants  must  be  returned  as  income  for  year  in  which  they  are 
received;  if  contractor  does  not  receive  and  can  not  recover  full  face  value  of  such 
warrants  he  may  deduct  from  gross  income  for  year  in  which  warrants  are  converted 
into  cash  any  loss  sustained,  which  loss  will  be  measured  by  difference  between  face 
value  of  warrants  returned  as  income  and  amount  actually  received  for  them  in 
cash  or  its  equivalent.    (T.  D.  2690;  art.  108.) 

Payment. 

See  **  Collection  and  pajnoaent,"  cmu. 
Penaltiear—Delay  in  filing  returns. 

If  return  is  made  and  placed  in  the  United  States  mail,  properly  addressed,  and 
postage  paid,  in  ample  time,  in  due  conise  of  mail,  to  reiu^  office  of  collector  or 
deputy  collector,  on  or  before  last  due  date,  no  penalty  will  attach  should  return 
not  be  actually  received  by  such  officer  until  subsequent  to  that  date.  (T.  D. 
2690;  art.  52.) 
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Penalties— Delay  In  filing  returns— Continued. 

Penalties  for  failure  to  make  return  within  time  fixed  by  law  are  50  per  cent  of 
the  amount  of  tax  shown  by  correct  return,  besides  the  specific  penalty  of  not  less 
than  $20  nor  more  than  $1,000;  specific  penalties  attach  to  person,  and  in  case  of 
death  of  such  person  are  nonenforceable;  ad  valorem  penalties  attach  to  income 
and  are  to  be  enforced  regardless  of  the  death  of  the  owner  of  the  income  by  which 
penalty  is  measured.    (T.  D.  2690;  art.  52.) 

WTiere  limitation  of  statute  as  to  assessment  has  run  and  written  waiver  of  exemp- 
tion from  assessment  is  given  by  taxpayer,  the  ad  valorem  penalties  of  50  per  cent, 
addition  to  tax,  is  not  to  be  assessed  for  delinquency  in  filing  return.  (T.  D.  2690 ; 
art.  52.) 

Fraudulent  returns. 

Penalties  for  false  or  fraudulent  return  or  statement,  wilfully  made  with  intent  to 
defeat  or  evade  assessment  of  tax,  are  100  per  cent  to  be  added  to  amount  of  tax  shown 
oy  correct  return,  and  the  specific  penalty  of  a  fine  as  for  misdemeanor,  not  exceed- 
ing $2,000,  or  imprisonment  not  exceeding  one  year,  or  both,  in  discretion  of  court, 
with  costs  of  prosecution.    (T.  D.  2690;  art.  53.) 

Any  person  or  oflScer  of  any  corporation  required  by  law  to  make,  render,  sign, 
or  verify  any  return,  who  makes  any  false  or  fraudulent  return  or  statement  with 
the  intent  to  defeat  or  evade  the  assessment  required  by  Parts  II  and  III  of  Title  I 
of  the  act  of  September  8, 1916,  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined 
not  exceeding  $2,000,  or  be  imprisoned  not  exceeding  one  year,  or  both,  at  the 
discretion  of  the  court,  with  costs  of  prosecution.    (T.  D.  2690;  art.  232.) 

Information  at  source. 

When  |>erson  receiving  payment  billing  within  provisions  of  law  for  information 
at  source  is  not  actual  owner  of  income  received,  name  and  addreas  of  actual  owner 
shall  be  furnished  upon  demand  of  person,  corporation,  etc.,  paying  income,  and 
in  default  of  compliance  with  such  demand,  payee  becomes  liable  to  penalty  of 
not  less  than  $20  nor  more  than  $1,000.    (T.  D.  2690;  art.  36.) 

Nonpayment  of  tax. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  than  June  15;  as  to  tax  unpaid  on  June  15,  and  for 
10  days  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amount  of  tax 
unpaid  and  interest  at  rate  of  1  per  cent  per  month  upon  such  tax  from  time  same 
became  due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collec- 
tors should  issue  Ix)rm  17  for  purpose  of  fixing  definitely  date  whenpenalty  accrues 
and  interest  begins  to  run,  and  copy  of  notice  should  be  filed.  (T.  D.  2690;  arts. 
39,  41.) 

There  shall  be  added  to  tax  5  per  cent  on  amount  of  tax  unpaid  and  interest  at 
rate  of  1  per  cent  per  month  from  time  same  became  due,  except  from  estates  of 
insane,  deceased,  or  insolvent  persons,  and  delinquents  shall  also  be  liable  for 
specific  penalty  of  not  less  than  $20  nor  more  than  $1,000.    (T.  D.  2690;  art.  51.) 

Specific  penalties. 

The  specific  penalty,  subject  to  authority  erf  the  Commissioner  of  Internal  Reve- 
nue to  entertain  offers  in  compromise,  is  nxed  at  not  leas  than  $20  nor  more  than 
$1,000,  and  is  asserted  for  refusal  or  neglect  to  pay  tax,  to  make  return,  or  supply 
information  required  under  the  income-tax  law  and  at  the  time  required,  and  is  to 
be  asserted  independently  of  the  penalty  by  way  of  ''addition  to  the  tax.^ '  (T.  D. 
2690;  art.  54.) 

Persons  liable. 

Dividends  on  stock  of  domestic  corporations  or  resident  alien  corporations  are, 
prima  facie,  income  of  record  owner  of  the  stock,  and  such  record  owner  will  be 
liable  for  income  tax,  normal  or  additional,  according  to  his  or  its  individual  or 
corporate  status  unless  disclosure  of  actual  ownership  is  made  to  commlBsioner 
which  shall  show  who  the  owner  is  and  his  address,  and  that  record  owner  is  not  the 
actual  owner.    (T.  D.  2690;  art.  32.) 

Bate  of  taxation. 

The  normal  tax  upon  net  income  in  excess  of  allowable  deductions,  credits, 
and  exemptions  is  2  per  cent  under  both  the  acts  of  September  8,  1916,  ana  October 
3,  1917,  on  total  net  mcome  from  all  souroes  received  by  a  citizen  or  resident  alien 
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Bate  of  taxation— Continued, 
in  the  preceding  calendar  year,  and  2  per  cent  on  the  net  income  of  nonresident 
aliens  (under  act  of  September  8,  1916,  as  amended,  only)  received  by  them  in 
preceding  calendar  year  from  all  sources  in  United  States.    (T.  D.  2690;  art.  3.) 

The  income  of  estates  in  process  of  administration  or  in  trust  for  accumulation 
of  income  is  taxed  as  for  an  unmarried  person.    (T.  D.  2690;  art.  3.) 

Corporation  declaring  and  paying  dividends  out  of  surplus  of  eamincs  accumu- 
lated over  period  of  years  should  make  record  in  its  books  of  amount  of  dividends 
paid  out  of  each  year's  undistributed  surplus  or  profits  and  advise  stockholders 
accordingly^,  in  order  that  dividends  received  by  them  mav  be  taxed  at  respective 
rates  prevailing  during  years  in  which  surplus  or  profits  so  distributed  were  earned. 
(T.  D.  2690;  art.  107.) 

Additional  tax  is  levied  at  graduated  rates  upon  net  income  in  excess  of  $5,000; 
under  act  September  8, 1916,  the  additional  tax  is  levied  upon  amount  of  net  income 
in  excess  of  $20,000,  and  under  the  act  of  October  3,  1917,  such  tax  is  levied  upon 
amount  of  net  income  in  excess  of  $5,000,  so  that  above  $20,000  the  combined  rates 
of  the  two  acts  apply  to  the  same  income.  (T.  D.  2690;  art.  3.)  Table  showing 
rates  will  be  found  under  article  20. 

Refund  daims. 

See**CUums." 
Begulations  published. 

Kegulations  No.  33,  governing  collection  of  income  taxes  imposed  by  act  of  Sep- 
tember 8,  1916,  98  amended  by  act  of  October  3,  1917,  published.    (T.  D.  2690.) 

Retroactive  operation  of  act. 

The  retroactivity  of  the  act  of  October  3, 1913,  to  March  1^  1913,  a  date  not  prior 
to  the  adoption  of  the  16th  amendment  to  the  Constitution,  is  permissible.  (T.  D. 
2731;  June  11,  1918.    Ct.  Dec.) 

An  income  tax  may  be  and  was  imposed  by  retrospective  law.  (T.  D.  3043;  July 
2, 1920.    Ct.  Dec.) 

Beturna— Agenta. 

Return  may  be  made  by  an  agent  when  by  reason  of  i11nes6,  absence,  or  uonrosi- 
dcnce,  person  liable  for  return  is  unable  to  make  «kmc,  a^ent  aasuroinj^  responsibil- 
ity of  miaking  return  and  incurring  penalties  provided  for  mtentional  false  or  fraudu- 
lent return.    (T.  D.  2690;  art.  22.) 

Amendment. 

Where  further  tax  is  found  to  be  due  as  result  of  audit  of  return  or  agent's  report, 
an  amended  return  or  waiver  will  not  be  required,  except  where  disco vcrv  of  tax 
is  made  subsequent  to  expiration  of  three-year  period  of  limitation.  (T.  D.  2690; 
art.  38.) 

Basia. 

Individual  keeping  accounts  upon  any  basis  other  than  that  of  actual  receipts 
and  disbursements,  unless  such  otner  basis  does  not  clearly  reflect  his  income  may, 
may  subject  to  regulations  made  by  the  Commissioner  of  Internal  Revenue,  with 
approval  of  Secretary  of  the  Treasury,  make  his  return  upon  the  baais  on  which  his 
accounts  are  kept.    (T.  D.  2690;  art.  24.) 

Returns  should  be  made  on  basis  of  receipt  unless  individual  liable  for  return 
keeps  account  on  some  other  basis  which  will  clearly  reflect  his  income.  (T.  D. 
2690;  art.  26.) 

Returns  of  individuaLs  can  not  be  accepted  prior  to  close  of  calendar  vear;  ex- 
ception, in  cases  of  closed  administration,  is  matter  of  convenience  to  those  con- 
cerned, and  is  granted  because  period  to  be  covered  by  return  has  completely 
elapsed.    (T.  D.  2690;  art.  26.) 

Copies. 

See  "Inspection,"  post. 

Original  income  return  or  c^^py  thereof  may  be  furnished  by  Commissioner  to 
UnitM  States  attorney  for  use  as  evidence  before  United  States  grand  jury  or  in 
litigation  in  any  court,  where  the  United  States  is  interested  in  the  result,  or  for 
use  in  preparation  for  such  litigation,  or  to  attorney  connected  with  Department 
of  Justice  designated  by  Attorney  General  to  handle  such  matters  if  and  when 
Attorney  General  states  to  Commissioner  in  writing  that  such  attorney  is  so  desig- 
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nated;  return  or  copy  thereof  thus  fumlBhed  must  be  limited  in  use  to  purpose  for 
which  fumifihed  ana  is  under  no  conditions  to  be  made  public^  except  where  pub- 
licity necessarily  results  from  such  use;  where  original  return  is  necessary,  it  shall 
be  placed  in  evidence  by  the  Commissioner  for  that  purpose^  and  after  being  placed 
in  evidence  it  shall  be  returned  to  files  in  office  ox  Commissioner  in  Washington; 
original  return  will  be  furnished  only  in  exceptional  cases,  and  then  only  when  it 
is  made  to  appear  that  ends  of  justice  may  otherwise  be  defeated;  neither  the  origi- 
nal nor  a  copy  desired  for  use  in  litigation  where  United  States  Government  is  not 
interested  and  where  such  use  might  result  in  making  public  the  information  con- 
tained therein  will  be  furnished,  except  as  otherwise  provided  in  the  next  succeed- 
ing paragraph.     (T.  D.  2962;  Jan.  7,  1920.) 

Copy  of  income  return  may  be  furnished  by  the  Commissioner  to  person  who 
made  the  retiu-n  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to  his 
executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bank- 
ruptcy, guardian,  or  similar  legal  custodian,  to  the  receiver  or  other  custodian  upon 
written  application  for  same,  accompanied  by  satisfactory  evidence  that  applicant 
comes  within  this  provision;  '* person  who  made  the  return,"  as  herein  used,  refers 
in  case  of  an  individual  return  to  the  individual  whose  return  is  desired,  and  in 
case  of  return  of  corporation^  etc.,  or  fiduciary,  to  the  corporation,  etc.,  or  fiduciary 
a  copy  of  whose  return  is  desired ;  corporation  may  also  designate  officer  or  individual 
to  wnom  copy  made  b>r  corporation  may  be  furnished,  and  upon  sufficient  evidence 
of  such  action  and  of  identity  of  officer  or  individual,  copy  may  be  furnished  to 
such  person;  copy  of  partnership  return  will  be  furnished  to  partners  only  in  case 
all  the  partners  join  in  the  request  therefor,  and  if  partnership  has  been  dissolved 
the  members  surviving  may  be  furnished  a  copy  if  all  the  mc^mberB  surviving  join 
in  the  request.    (T.  D.  2962;  Jan.  7,  1920.) 

• ExenLption. 

Under  act  of  September  8,  1916,  as  amended,  and  act  of  October  3,  1917,  returns 
required  in  case  of  net  incomes  e^ual  to  or  in  excess  of  $1,000  or  $2,000 ^  according 
to  marital  status  of  persons  making  return;  in  return  so  required  basic  personaS 
exemption  will  be  $1,000  under  act  of  October  3, 1917,  and  $3,000  under  act  of  Sep- 
tember 8,  1916,  as  amended;  exemption  iJlowed  husband  and  wife  living  togetlier 
may  be  taken  by  one  or  divided  between  them  in  such  ratio  as  they  may  determine. 
(T.  D.  2690;  art.  26.) 

Wherever  income  of  individual  is  from  tax-exempt  bonds,  and  amount  of  income 
other  than  that  from  tax-exempt  securities  is  lees  than  amount  of  income  for  which 
return  is  required,  no  return  is  to  be  made;  interest  from  securities  exempt  under 
section  4  of  the  law  is  not  to  be  included  in  retuma.    (T.  D.  2690;  art.  26.) 

Farmers — Accounts. 

Farmers  who  keep  books  according  to  some  approved  method  of  accoimting, 
which  clearly  show  net  income,  and  take  annual  inventories,  may  prepare  returns 
in  accordance  with  showing  made  by  such  books  and  inventories;  ascertainment 
of  gross  income  where  inventory  method  is  adopted  by  farmer.  (T*  t),  2665 ;  Mar.  8, 
1918.) 

Deductions. 

Amoimt  expended  in  purchasing  stock  for  resale  ifl  an  investment  of  capital  and 
is  not  to  be  taken  as  an  item  of  expense  for  year  in  which  stock  was  purchased  or  for 
any  subsequent  year,  but  when  stock  so  purchased  is  sold  its  cost  is  to  be  deducted 
from  sales  price  in  ascertaining  amount  of  gain  or  profit  returnable  for  tax  purpose  s, 
return  where  cost  of  stock  or  farm  products  purchased  in  1916  or  any  previous  year 
for  resale  has  been  claimed  as  a  deduction.    (T.  D.  2665;  Mar.  8»  1918.) 

All  items  of  expense  connected  with  the  planting,  cultivating,  harvesting,  and 
marketing  of  a  crop,  or  the  care,  feeding  and  marketing  of  live  stock,  may  be  claimed 
as  deductions  only  in  the  return  rendered  for  the  year  during  which  such  expendi- 
tures were  made;  this  applies  even  though  crop  or  stock  may  not  have  been  sold  or 
exchanged  for  money  or  money  equivalent  during  year  for  which  return  is  ren- 
dered.   (T.  D.  2665;  Mar.  8, 1918.) 

DeflnitionB. 

The  term  ''farm,"  as  used  in  instructions  govemin^  preparation  of  income  tax 
returns  by  farmers,  held  to  embrace  farm  in  the  ordinarily  accepted  sense,  and 
includes  plantations,  ranches,  stok  farms,  dairy  farms,  poultry  fanms,  truck  fiuma, 
and  all  land  used  for  similar  purposes.    (T.  D.  2666;  Mar.  8, 1918.) 
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BetuznA— Continued . 

— —  Farmers — Continued. 

Deflnitioiis — Continued. 

All  corporations,  partnerahips,  or  individuals  who  cultivate,  operate,  or  manage 
farms  for  gain  or  profit,  either  as  owners  or  tenants,  are  farmers  for  the  purposes  of 
instruction  governing  preparation  of  income  tax  returns  by  farmers.  (T.  D,  2665; 
Mar.  8,  1918.) 

Exchange  of  produce  for  merchandise. 

Where  farmer  exchanges  farm  produce  for  merchandise,  groceries,  or  mill  prod- 
ucts, the  market  value  of  the  article  or  product  received  in  exchange  is  to  bo 
returned  as  income.    (T.  D.  2665;  Mar.  8,  1918.) 

Inventories. 

Where  farmer  has  adopted  inventory  method  of  keeping  accounts,  he  should,  i.\ 
order  to  ascertain  gross  income,  add  to  amount  received  from  sales  during  year  the 
inventory  of  the  live  stock  and  products  on  hand  at  the  close  of  the  year,  and  then 
deduct  amount  expended  in  purchasing  live  stock  and  products  plus  inventory  of 
live  stock  and  products  at  begmning  of  year;  no  deduction  can  be  made  for  stock  or 

Eroducts  lost  during  year;  stock  purchased  for  any  purpose  other  than  resale  may 
e  included  in  inventory  for  each  year  at  a  figure  which  will  reflect  reduction  in 
value  estimated  to  have  occurred  through  increase  or  age  or  other  causes;  cost  price 
of  articles  sold  must  not  be  taken  as  additional  deduction.  (T.  D.  2605;  Mar.  8, 
1918.) 

Produce  consumed  by  family. 

A  farmer  is  not  required  to  include  in  his  income  tax  return  the  value  of  farm 
produce  consumed  by  himself  and  family.    (T.  D.  2665;  Mar.  8,  1918.) 

Beceipts  and  disbursements. 

Farmers  who  do  not  keep  books  of  accoimt  and  ascertain  their  gross  income  by 
inventory  should  prepare  returns  of  annual  net  income  on  basis  of  actual  receipts 
and  disbursements  in  order  that  returns  may  be  susceptible  of  audit  for  purposes  of 
verification.    (T.  D.  2665;  Mar.  8,  1918.) 

Time  as  of  which  return  made. 

All  gains,  profits,  and  income  derived  from  sale  or  exchange  of  &rm  products, 
whether  produced  on  the  farm  or  purchased  and  resold  by  the  farmer,  shall  be  in- 
cluded in  the  return  of  income  for  year  in  which  products  were  actually  marketed 
and  sold.    (T.  D.  2665;  Mar.  8,  1918.) 

Rents  received  in  crop  shares  must  be  returned  as  of  year  in  which  shares  are 
reduced  to  money  or  money  equivalent,  and  allowable  deductions  must  be  claimed 
in  return  of  income  for  tax  year  in  which  they  apply,  although  expenses  and  deduc- 
tions may  be  incident  to  products  which  remain  unsold  at  end  of  year.  (T.  D. 
2690;  art.  4.) 

Fiduciaries — Amount  of  income. 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  under  section  2  (b)  of  the  act  of  September  8,  1916,  as  amended,  when 
income  of  estate  or  trust,  as  an  entitv,  is  $1,000  or  over,  return  to  be  made  on  Form 
1040  or  1040A;  fiduciaries  must  maKe  returns  on  Form  1041  whenever  interest  of 
beneficiary  in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an  unmarried  bene- 
ficiary, and  whenever  interest  of  married  beneficiary  is  $2,000  or  over.  (T.  D.  2690; 
art.  27.) 

Deed  of  trust. 

A  deed  of  trust  must  be  absolute  so  far  as  the  conveyance  of  title  is  concerned  and 
irrevocable  by  the  donor,  otherwise  income  from  property  in  question  will  accrue  to 
donor  and  must  be  accounted  for  by  him.    (T.  D.  2690;  art.  29.) 

Definition. 

''Fiduciary"  is  a  term  which  applies  to  all  persons  or  corporations  that  occupy 
positions  of  peculiar  confidence  toward  others,  such  as  trustees,  executors,  or  admin- 
istrators; fiduciary  for  income-tax  purposes  is  any  person  or  corporation  tbat  holds 
in  trust  an  estate  of  another  person  or  persons;  there  may  be  fiduciary  relationship 
between  an  agent  and  a  principal,  but  the  word  "agent'*  does  not  denote  a  "fidu- 
ciary" within  meaning  of  income  tax  kw.    (T.  D.  2690;  art.  29.) 
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Returns — Continued . 

• Fiduciaries — Continued. 

Depreciation. 

Where  terms  of  will  or  trust  or  decree  of  court  provide  for  keeping  corpus  of  trust 
estate  intact  and  where  physical  property  has  suffered  depreciation  through  it«  em- 
ployment in  business,  aeduction  from  gross  income  to  care  for  this  depreciation, 
where  deduction  is  applied  or  held  by  fiduciary  for  making  good  such  depreciation 
may  be  claimed  by  fiduciary  in  his  return;  contents  of  return.  (T.  D.  2690;  art. 
29.) 

Executors  or  administrators. 

Where  net  income  of  decedent  from  January  1  to  date  of  death  within  year  was 
$1,000  or  over,  if  unmarried,  or  $2,000  or  over,  if  married,  return  must  be  made  bv 
executor  or  administrator,  who  may  claim  all  deductions  and  exemptions  to  which 
decedent  would  have  been  entitled;  executors  and  administrators  whose  duty  con- 
sists of  administering  on  estate  for  purposes  of  its  distribution  stand,  during  period 
of  administration,  instead  of  their  principal,  and  must  make  returns  of  income  for 
estate,  and  pay  tax  due.    (T.  D.  2690;  art.  4.) 

Administrators  or  executors  may,  upon  final  accounting,  file  return  for  income  of 
estate  for  calendar  year  in  which  administration  was  closed,  attaching  thereto  copy 
of  certificate,  under  seal,  setting  forth  fact  of  final  accounting  and  discharge;  liabil- 
ity for  return  is  fixed  as  of  December  31,  and  return  will  be  required  in  accordance 
with  pro\4sions  of  law  existing  on  that  date.    (T.  D.  2690;  art.  26.) 

An  executor  acts  for  his  principal  and  not  for  the  beneficiaries  of  the  estate  of  his 
principal,  and  beneficiaries  are  not  entitled,  as  such,  to  inspect  returns  filed  by  such 
executor.    (T.  D.  2690;  art.  26.) 

Ancillary  administrator  is  merely  an  agent  of  the  domiciliary  administrator  and 
should  transmit  to  him  all  Information  as  to  income  of  estate  received  by  ancillary 
administrator,  so  that  original  administrator  may  make  return  covering  entire 
income  of  estate.    (T.  D.  2690;  art.  26.) 

Where,  during  period  of  administration,  executor  converts  estate  into  money  to 
settle  estate  and  close  administration,  realizing  a  profit  which  with  other  income 
exceeds  $1,000,  return  should  be  made  covering  period  of  administration,  in  whidi 
should  be  included  all  gains,  profits  and  income  during  such  period.  (T.  D.  2690; 
art.  29.) 

IncompetentB. 

Committee  of  property  of  incompetent  person  to  be  fiduciary  for  purpose  of  income 
tax  and  re<juirea  to  make  return  on  Form  1040,  revised,  for  incompetent,  whenever 
amount  of  income  is  sufficient  to  require  same.    (T.  D.  2690;  art.  29.) 

Joint  fiduciaries. 

Return  by  one  of  two  or  more  joint  fiduciaries  in  form  prescribed,  filed  in  district 
in  which  such  fiduciary  resides,  shall  be  sufficient  compliance  with  requirement  for 
fiduciary  return.    (T.   D.  2690;  art.  29.) 

Marital  status  of  beneficiaries. 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns 
according  to  marital  status  of  beneficiary:  whenever  interest  of  beneficiuy  in  net 
income  of  estate  or  trust  is  $1,000  or  over  lor  an  unmarried  beneficiary,  or  in  case  of 
married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required  to 
make  return.    (T.  D.  2690;  art.  27.) 

Nonresident  alien  beneficiaries. 

Where  beneficiary  is  nonresident  alien  individual,  tax  is  to  be  accounted  for  by 
fiduciary  on  return  of  income  for  such  nonresident  alien  beneficiary,  on  income  tax 
Form  1040  or  1040A,  as  case  may  be.    (T.  D.  2690;  art.  28.) 

Where  fiduciary  in  United  States  is  recipient  of  trust  income  for  which  a  nonresi- 
dent alien  is  the  sole  beneficiary,  fiduciary  required  to  make  full  and  complete  re- 
turn on  Form  1040  or  1040 A,  as  case  may  be,  for  such  income  on  behalf  of  nonresident 
alien,  and  pay  any  and  all  nornial  tax  found  by  such  return  to  be  due,  and  any 
and  all  surtax,  provided  the  income  is  not  returned  for  the  purpose  of  tne  tax  by 
the  beneficiary;  where  there  are  two  or  more  beneficiaries,  one  or  all  of  whom  are 
nonresident  aliens,  fiduciary  shall  render  return  on  Form  1041,  add  personal  return 
on  Form  3040  or  1040A .  for  each  nonresident  alien  beneficiary.  (T.  D.  2690,  art.  29, 
as  amended  by  T.  D.  2988;  Mar.  3, 1920.) 
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Betums — Continued. 

Fiduciaries — Continued. 

Oath. 

Fiduciary  making  return  shall  make  oath  that  he  has  sufficient  knowledge  of 
affairs  of  person,  trust,  or  estate  lor  whom  or  which  he  acts  to  enable  him  to  make 
return,  and  that  same  is  to  best  of  his  knowledge  and  belief  true  and  correct.  (T. 
D.  269i3;  art.  29.) 

Parent  and  child. 

Income  receivetl  by  minor  child  from  sources  other  than  parent  should  be  in- 
cluded by  parent  in  his  return;  fact  that  such  income  is  not  appropriated  by  parent 
is  immatenal;  where  income  is  from  sejiarate  estate  and  parent  has  been  appointed 
guardian  and  conditions  are  puch  that  income  so  receivetl  is  to  be  held  for  use  of 
child,  it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  for  otlier- 
wise  for  purposes  of  tax,  in  manner  and  form  as  called  for  bv  facts  of  particular  case. 
(T.  D.  2690;  art.  29.) 

Power  of  attorney. 

Fiduciary  relationship  for  purposes  of  income  tax  can  not  be  created  by  nower  of 
attorney;  ajg^ent  with  authority  to  effect  leasee  with  tenants  entirely  on  nis  own 
responsibility,  paying  all  charges  in  connection  with  property  out  of  rent  funds, 
merely  turning  over  net  profits  to  principal  by  virtue  of  authority  confererd  by 
power  of  attorney,  is  not  a  fiduciary  within  the  income-tax  law;  in  all  cases  where 
no  I^gal  trust  has  been  created  in  the  estate  controlled  by  the  agent  and  attorney 
liability  under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.'29.) 

Several  estates. 

Fiduciary  acting  for  beneficiary  in  more  than  one  estate  or  trust  is  required  to 
account  for  each  estate  separately  when  amounts  are  such  as  to  require  ming  of  a 
return  and  also  a  return  of  information;  fiduciary  acting  for  minor  or  insane  person 
having  net  income  of  $1,000  or  $2,000,  according  to  marital  status  of  such  person, 
required  also  to  file  return  for  such  incompetent  on  Form  1040  or  1040A  and  pay 
tax  found  to  be  due,  when  there  is  more  than  one  beneficiary  of  the  income  of  the 
same  trust.    (T.  D.  2690;  art.  29.) 

Taxes  paid. 

All  fiduciaries  are  indemnified  against  claims  or  demands  of  their  beneficiary  for 
all  payments  of  taxes  which  they  shall  be  required  to  make,  ami  they  shall  be  cred- 
ited for  such  payments  in  any  accounting  which  they  make  as  such  fiduciaries. 

•    (T.  D.  2690;  art.  29.) 

Trust  estates  as  entities. 

Where,  in  case  of  more  than  one  trust,  creator  in  each  instance  is  same  person 
and  trustee  in  each  instance  is  the  same,  trustee  should  make  single  return  on  Form 
1041  for  all  trusts  in  his  hands,  notwithstanding  fact  that  they  arise  from  different 
instruments;  when  trusts  are  created  by  different  persons  for  benefit  of  same  bene- 
ficiary, trustee  should  make  return  for  each  trust  separately  on  Form  1041.  (T.  D. 
2690;  art.  29.) 

Where  income  under  the  provisions  of  section  2  (b)  of  the  act  of  September  8, 
1916,  is  accounted  for  in  return  by  the  executor,  administrator,  or  trustee,  and  the 
tax  shall  have  been  assessed  and  paid,  income  is  therefore  freed  of  all  tax  liability; 
return  on  Form  1040  or  1040A,  siibject  to  all  deductions  and  exemptions,  shall  be 
made  by  executor  or  administrator  for  estate  during  period  of  administration  and 
entire  tax  paid  thereon.    (T.  D.  2690;  art.  29.) 

TTnascertained  beneficiaries. 

Income  accumulated  in  trust  for  unascertained  persons  or  persons  with  contini^ont 
interests  is  income  accruing  to  the  estate  and  is  taxable  to  tne  estate.  (T.  D.  2090; 
art.  29.) 

TTndistributed  income. 

Income  held  for  future  distribution  under  terms  of  will  or  trust  is  taxable  to  the 
estate  except  when  returned  by  the  beneficiary  for  the  purpose  of  the  tax.  (T.  D. 
2690;  art.  29.) 

Forms. 

Forms  of  returns  are  provided  by  Commissioner  of  Internal  Revenue  and  are  to 
be  had  from  collectors  of  internal  revenue  of  the  several  collection  districts.  (T.  D. 
2690;  art.  23.) 
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Beturnfr— Continued . 

Forwarding. 

Annual  returns  will  be  forwarded  by  collectors  by  registered  mail  or  express  to 
Commissioner  of  Internal  Revenue,  with  list  for  month  in  which  returns  are  filed; 
collectors  must  provide  that  said  returns  and  all  forms  relating  thereto  are  securely 
sealed  in  envelopes  or  packages  before  forwarding  the  same.    (T.  D.  2690;  art.  25.) 

Fraud. 

In  cases  of  intentional  or  fraudulent  return,  Commissioner  shall,  upon  discovery 
thereof,  at  any  time  within  three  years  after  said  return  is  due  or  has  been  made  make 
return  upon  information  obtained  as  provided  for  by  law,  or  require  necessary  cor- 
rcx!tionB  to  be  made,  and  assessment  thereof  shall  be  paid  immediately  upon  noti- 
fication of  amount  thereof:  if  assessment  remains  unpaid  for  10  days  after  notice 
and  demand,  there  shall  be  added  stated  penalties  and  interest.  (T.  D.  2690; 
art.  42.) 

Penalties  for  false  or  fraudulent  return  or  statement,  wilfully  made  with  intent 
to  defeat  or  evade  assessment  of  tax,  are  100  per  cent  to  be  added  to  amount  of  tax 
shown  by  correct  return,  and  the  specific  penalty  of  a  fine  as  for  misdemeanor,  not 
exceeding  $2,000,  or  imprisonment  not  exceeding  one  year,  or  both,  in  discretion 
of  court,  with  costs  of  prosecution.    (T.  D.  2690;  art.  53.) 

Any  person  required  by  law  to  make,  render,  sign,  or  verify  any  return,  who 
makes  any  false  or  fraudulent  return  or  statement  witn  the  intent  to  defeat  or  evade 
the  assessment  required  by  Parts  II  and  III  of  Title  I  of  the  act  of  September  8, 
1916,  shall  be  l^ilty  of  a  misdemeanor  and  shall  be  fined  not  exceeding  $2,000,  or 
be  imprisoned  not  exceeding  one  year,  or  both,  at  the  discretion  of  the  court,  with 
costs  of  prosecution.    (T.  D.  2690;  art.  232.) 

Gifts. 

In  connection  with  claim  for  deduction  of  contributions  or  gifts  on  returns  of  in- 
come there  shall  be  stated  name  and  address  of  each  organization  to  which  gift  was 
made,  and  thedateand  amount  of  the  gift  in  each  case;  where  gift  is  other  than  money 
basis  for  calculation  of  value  shall  be  fair  market  vsdue  of  property  subject  to  girfe 
at  time  of  g^t.    (T.  D.  2690;  art.  8.) 

- —  Husband  and  wife. 

Unless  wife  has  separate  estate  requiring  her  to  file  separate  return  or  to  join  with 
her  husband  in  return  which  shall  set  forth  her  income  separately,  husband  should 
include  in  return  income  accruing  to  wife  for  services  rendered  by  her,  or  sale  of 
product  of  her  labor;  actual  proceeds  coming  into  wife's  possession  during  tax  year 
constitute  income  to  be  included,  and  not  amount  estimated  upon  acceptance  prior 
to  payment  for  articles  sold.    (T.  D.  2690;  art.  26.) 

Where  husband  and  wife  file  separate  returns,  one  being  filed  in  time  and  other 
delinquent,  such  returns  are  not  supplemental  of  each  other  and  delinquency 
must  be  answered  for  by  one  in  connection  with  whose  return  it  occurred.  (T.  D, 
2690;  art.  26.) 

Exemption  allowed  husband  and  wife  living  together  may  be  taken  by  one  or 
divided  between  them  in  such  ratio  as  they  may  determine.  (T.  D.  2690;  art. 
26.) 

—  niness  or  absence. 

Return  may  be  made  by  an  a^ent  when  by  reason  of  illness,  absence,  or  nonresi- 
dence  person  liable  for  return  is  unable  to  make  same,  agent  assuming  responsi- 
bility of  making  return  and  incurring  penalties  provided  for  intentional  false  •  r 
fraudulent  return;  in  case  of  sickness  or  absence  of  citizens  and  residents  extension 
not  exceeding  30  days  may  be  granted.    (T.  D.  2690;  art.  22.) 

Inspection. 

Except  as  otherwise  provided.  Commissioner  may,  in  his  discretion,  upon  written 
application  setting  forth  fully  reasons  for  reauest,  grant  permission  for  inspectit)n 
of  returns;  application  will  be  considered  by  Commissioner  and  decision  reaciied  by 
him  whether  applicant  has  met  conditions  imposed  by  regulations  and  whether 
reasons  advanced  for  permission  to  inspect  are  sufficient  to  permit  the  inspection; 
such  written  application  is  not  required  of  officers  and  employees  of  the  Treasury  . 
Department  whose  official  duties  require  inspection  of  a  return,  or  of  the  Solicitor 
of  internal  Revenue.    (T.  D.  2961;  Jan.  7,  1920.) 

When  head  of  executive  department  Mother  than  Treasury  DepKBitment)  or  any 
other  United  States  Govemmant  establishment,  desires  inspection  of  return  in 
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connection  with  some  matter  officially  before  liim,  the  inspection  may,  in  discretion 
of  Secretary  of  the  Treasury,  be  permitted  upon  written  application  to  him  by 
head  of  sudi  department  or  other  Government  establishment,  such  application  to 
be  signed  by  sucn  head  and  to  show  why  inspection  is  desired,  name  and  address  of 
taxpayer  who  made  return,  and  name  and  official  designation  of  one  it  is  desiroJ 
shall  mspect  the  return;  the  reason  submitted  for  permission  to  inspect  the  return 
shall  be  considered  by  the  Secretary  and  decision  reached  by  him  whether  reason  s 
are  sufficient  to  permit  inspection.    (T.  D.  2961;  Jan.  7, 1920.) 

Return  of  partnership  shall  be  open  to  inspection  by  officers  and  employees  of 
Treasury  Department  whose  official  duties  require  such  inspection  and  by  tl  (* 
Solicitor  of  Internal  Revenue;  and  by  any  individual  (or  his  duly  constituted 
attorney  in  fact  or  legal  representative)  who  was  member  oi  such  partnership  during 
any  part  of  time  covered  by  the  return,  upon  satisfactory  evidence  of  such  fact 
being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

Joint  return  of  husband  and  wife  shall  be  open  to  inspection  by  officers  and 
employees  of  Treasury  Department  whose  official  duties  require  sudi  inspection, 
and  by  the  Solicitor  of  Internal  Revenue;  and  by  either  spouse  for  whom  return 
was  made  or  his  or  her  duly  constituted  attorney,  upon  satisfactory  evidence  of  such 
relationship  being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

Return  of  individual  is  open  to  inspection  by  officers  and  employees  of  Treasury 
Department  whose  official  duties  require  such  inspection  and  Dy  iJie  Solicitor  of 
Internal  Revenue;  by  person  who  made  return,  or  by  his  duly  constituted  attorney 
in  fact;  by  administrator,  executor  or  trustee  of  taxpayer's  estate,  or  by  duly  con- 
stituted attorney  in  ^ict  of  such  administrator,  executor  or  trustee,  where  maker  of 
return  has  died;  and,  in  discretion  of  CommisGdoner,  by  one  of  the  heirs  at  law  or 
next  of  kin  of  such  deceased  person  upon  showing  that  he  has  a  material  interest 
which  will  be  affected  by  information  contained  in  retmn.  (T.  D.  2961;  Jan.  7, 
1920.) 

A  person  who,  under  the  Regulations,  is  permitted  to  inspect  a  return  may  make 
and  take  copy  thereof  or  memorandum  of  data  contained  therein.  (T.  D.  2961; 
Jan.  7,  1920.) 

Except  as  to  returns  or  copies  thereof  for  use  in  legal  proceedings,  returns  may 
be  inspected  only  in  the  office  of  Commissioner  of  Internal  Revenue,  Washington, 
D.  C.     (T.  D.  2961;  Jan.  7,  1920.) 

When  it  becomes  necessary  for  the  department  to  furnish  returns  or  copies  thereof 
for  use  in  legal  proceedings,  inspection  of  such  returns  or  copies  that  necessarily 
results  from  such  use  is  permitted.    (T.  D.  2961;  Jan.  7,  1920.) 

Written  statement  filed  with  Commissioner  designed  to  be  supplemental  to  and 
to  become  part  of  tax  return  sliall  be  subject  to  same  rules  ana  regulations  as  to 
inspection  as  are  tax  returns  themselves.    (T.  D.  2961;  Jan.  7,  1920.) 

Interest. 

Wherever  income  of  individual  is  from  tax-exempt  bonds,  and  amoimt  of  income 
other  than  that  from  tax-exempt  securities  is  less  tnan  amount  of  Income  for  which 
return  is  required,  no  return  is  to  be  made;  interest  from  securities  exempt  under 
section  4  of  the  law  is  not  to  be  included  in  returns.    (T.  D.  2690;  art.  26.) 

liineral  properties. 

Operator  of  mining  properties,  or  lessee  thereof,  required  to  attach  to  his  return 
statement  setting  out  certain  specified  data.    (T.  D.  2690;  art.  172.) 

—  Nonresident  aliens. 

In  order  that  nonresident  alien  may  have  benefit  of  deductions  and  credits  pro- 
vided by  article  11  of  Repfulations  No.  33,  he  must  file  or  cause  to  be  filed  true  and 
accurate  return  of  total  income  from  all  sources  in  United  States,  and  in  case  of 
failure  to  file  return  tax  will  be  collected  on  gross  income  from  all  such  sources. 
(T.  D.  2690;  art.  12.) 

When  all  income  tax  to  which  income  of  nonresident  alien  is  subject  is  not  with- 
held at  source,  return  will  be  required  to  be  filed  by  or  on  behalf  of  said  alien,  and 
penalty  for  failure  to  make  return  in  time  will  attacn.    (T.  D.  2690;  art.  13.) 

A^ent  of  nonresident  alien  is  responsible  for  correct  return  of  all  income  accruing 
to  his  principal  within  purview  of  tne  agency,  and  agent  will  be  responsible  for  com- 
plete return;  agency  appointment  will  determine  how  completely  the  agent  is 
Bubstituted  for  the  principal  for  income-tax  purposes.    (T.  D.  2690;  art.  32.) 
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In  all  cases  proper  representative  in  United  States  of  a  nonresident  alien,  with 
reepect  to  income  derived  by  such  alien  from  sources  within  the  United  States,  shall 
make  return  for  such  nonreeident  of  all  such  income  coming  into  his  custody  or  con- 
trol.    (T.  D.  2690;  art.  32.) 

Responsible  heads  or  representatives  of  nonresident  aliens  in  connection  with  any 
sources  which  said  aliens  may  have  in  United  States  shall  make  full  and  complete 
return  of  income  and  shall  pay  any  and  all  tax,  normal  and  additional,  assessed  upon 
income  received  by  them  m  behalf  of  their  principals,  in  all  cases  where  tax  on  in- 
come so  in  their  receipt,  custody,  or  control  shall  not  have  been  withheld  at  source. 
(T.  D.  2690;  art.  32.) 

Where  amount  of  income  is  such  as  to  call  for  additional  tax  and  return  shall  not 
be  tiled,  commissioner  will  cause  return  to  be  made,  and  include  tiierein  income  of 
nonresident  alien  from  all  sources  concerning  which  he  has  information.  (T.  D. 
2G90;  art.  32.) 

Wliere  actual  owner  of  stock  of  domestic  corporation  or  resident  alien  comoration 
is  nonresident  alien  individual  or  corporation,  and  record  owner  is  an  individual, 
lirm,  or  corporation  in  the  United  States  ^citizen  or  resident  alien)  and  showing  of 
actual  ownership  is  made,  record  owner  will  be  held  to  have  receipt,  custody,  control, 
and  disposal  of  dividend  income  and  will  be  required  to  make  retiim  for  actual 
owner.     (T.  D.  2690;  art.  32.) 

Wliere  actual  owner  of  stock  of  domestic  corporation  or  resident  alien  corporation  is 
nonresident  alien  corporation,  return  will  be  made  regardless  of  amount  of  dividend 
and  normal  income  tax  will  be  paid,  and  when  actual  owner  is  nonresident  alien  in- 
dividual return  will  be  made  regardless  of  amount  of  income.    (T.  D.  2690;  art.  32. ) 

Wlien  it  shall  appear  from  disclosure  that  actual  owner  of  stock  of  domestic  cor- 
poration or  resident  alien  corporation  is  nonresident  alien  partnenhip,  all  certif  cates 
making  disclosure  shall  be  transferred  to  the  commissioner  for  information  of  col- 
lector but  no  return  will  be  made  by  such  partnership,  and  no  amount  will  be  re- 
tained by  the  representative  of  such  partnership  in  the  United  States,  unless  and 
until  such  representative  shall  be  so  instructed  by  the  commissioner.  (T.  D.  2690; 
art.  32.) 

Wlien  nonresident  alien  record  owner  of  stock  of  domestic  or  resident  corporation 
is  an  organization  subject  to  withholding  at  source  of  dividend  payments,  but  is  not 
actual  owner  of  stock,  such  record  owner  may  make  disclosure  of  actual  ownership, 
in  which  case  said  domestic  or  resident  corporation  will  be  governed  by  the  estab- 
lished facts.     (T.  D.  2690;  art.  32.) 

If  record  owner  does  not  exercise  right  to  disclose  actual  ownership  for  puipose  of 
claiming  exemption  from  having  tax  withheld  at  source,  debtor  coix>orations  and 
their  withholding  agents  in  United  States  will  be  held  liable  on  their  stock  records  of 
ownership  for  tax  required  te  be  withheld  by  section  13  (f)  of  the  act  of  September 
8,  1916.    (T.  D.  2690;  art.  32.) 

In  absence  of  disclosure  of  actual  ownership  filed  with  debtor  corporations  or  their 
withholding  agents,  normal  tax  required  to  be  withheld  in  accordance  with  stock 
records  of  ownership  can  only  be  released  to  record  owner  not  liable  for  tax  upon 
proper  showing  to  Commissioner  of  record  and  actual  ownership  names  and  post- 
office  addresses  of  debtor  corporations  and  withholding  agents,  and  amounts  with- 
held.    (T.  D.  2690;  art.  32.) 

Nonresident  aliens  not  required  to  make  return  of  any  of  the  classes  of  income 
specified  by  section  4  of  the  act  of  September  8, 1916,  as  amended,  and  received  by 
them  from  sources  within  the  United  States.    (T.  D.  2690;  art.  32.) 

The  record  owner  is  held  to  be  "the  proper  representative  having  the  receipt, 
custody,  control  or  disposal "  of  income  of  the  actual  owner,  and  is  required  to  hie 
return  for  or  on  behalf  of  the  actual  owner  for  purpose  of  assessment  of  tax  not  with- 
held at  the  source;  when  return  is  not  required  to  be  filed  by  or  on  behalf  of  actual 
owner,  ehowing  may  be  made  upon  certification  of  the  recora  owner.  (T.  D.  2690; 
art.  32.) 

Nonresident  alien  shall  make  full  and  accurate  return  of  all  net  income  received 
from  sources  within  United  States,  regardless  of  amount,  unless  tax  on  such  income 
has  been  fully  paid  at  source.    (T.  D.  2690;  art.  32.) 
■ Notice. 

In  cases  of  refusal  or  neglect  to  make  return  and  in  cases  of  intentional  or  fraudu- 
lent return,  Commissioner  shall,  upon  discovery  thereof,  at  any  time  within  three 
years  i^er  said  return  is  due  or  has  been  made  make  return  upon  information 
obtained  as  provided  for  by  law,  or  require  necessary  corrections  to  be  made,  and 
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asseflsment  thereon  ehall  be  paid  immediately  upon  notification  of  amount 
thereof;  if  asseesment  remains  unpaid  for  10  days  after  notice  and  demand  there 
fihall  be  added  stated  penalties  and  interest.     (T.  P.  2690;  art.  42.) 

The  notice  from  the  collector,  provided  for  in  subsection  3176  of  section  16  of  the 
act  of  September  8,  1916.  is  the  note  or  memorandum  prescribed  by  subsection  3173 
of  said  section.     (T.  D.  2690;  art.  54.) 

Oil  and  gas  properties. 

Individual  or  coiporation  owning  and  operating  oil  or  ca«?  pn^perties  required  to 
attach  to  each  return  a  statement  ahow-ing  certain  FpecifiecT  datn:  if  operator  is  lessee 
that  fact  should  be  stated,  and  to  return  made  by  such  lessee  there  should  be  attached 
a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 

■ Partners. 

Income  of  partnership  accrues  to  indiAddual  partner  at  time  his  distributive  in- 
terest is  determined;  returns  b^  individuals  nhould  include  incomes  accruing  from 
business  of  partnersihips  for  business  years  of  p.u-tnerflhip8  as  may  have  been  defi- 
nitely ascertained  by  means  of  book  balance,  whether  distributea  or  not;  partners 
must  make  returns  of  income  as  indi\'iduals,  for  calendar  year,  and  should  include 
their  interest  in  profits  ascertained  at  end  of  business  year  falling  within  calendar 
year  for  which  indi\idual  return  is  being  rendered.    (!'.  D.  2690;  art.  4.) 

\\liere  result  of  partnership  operation  is  net  loss,  loss  will  be  di\isib]e  between 
partners  in  same  proportion  as  net  income  would  have  been  di\'i8ible,  and  may  be 
used  by  individual  partners  in  their  returns  of  income.    (T.  D.  2690;  art.  30.) 

Individuals  entitled  to  share  in  partnerehip  net  income  required  to  include  in 
their  returns  their  respective  shares  of  such  net  income,  whether  distributed  or  not; 
partners  will  exclude  such  part  of  net  income  as  may  have  been  received  by  partner- 
ship from  sources  exempt  from  tax  under  section  4  of  the  act  of  September  8, 1916.  as 
amended,  and  which  shall  have  been  included  by  partnership  in  its  statement  of  net 
income  distributed  to  partners;  partners  shall  include  profNortionate  share  of  part- 
nership net  income  derived  from  dividends.    (T.  D.  2690;  art.  30.) 

Partnership  shall  have  privilege  of  fixing  and  making  return  on  basis  of  fiscal 
year;  if  fiscal  year  (other  than  calendar  year  j  ends  in  a  calendar  year  for  which  the.'e 
is  a  rate  of  tax  different  from  the  rate  for  pre<eding  calendar  year,  each  partner's 
share  of  partnership  profits  shall  be  divided  m  proportion  of  different  calendar  years 
composing  said  fiscal  year,  and  rate  of  tax  for  respective  calendar  years  shall  apply 
to  that  part  of  such  profits  as  thus  falls  within  saia  calendar  years;  partnership  may 
designate  last  day  of  any  month  as  close  of  fiscal  year,  and  in  each  case  where  fiscal 
year  differs  from  calendar  year  partnership  shall,  not  less  than  30  days  prior  to  March 
1,  give  notice  in  writing  to  collector  that  day  thus  jiesignated  is  closing  day  of  fiscal 
year.     (T.  D.  2690;  art.  31.) 

Income  received  by  members  out  of  earnings  of  limited  partnerships  will  be 
treated  in  their  personal  returns  in  same  manner  as  if  it  were  diNidends  on  stock  of 
corporations  and  will  be  subject  to  additional  or  surtaxes  in  hands  of  recipient. 
(T.  D.  2690;  art.  62.) 

Penalties — Delay  In  filing. 

AMien  all  income  tax  to  which  income  of  nonresident  alien  is  subject  is  not  with- 
held at  source,  return  will  be  required  to  be  filed  by  or  on  behalf  of  said  alien,  and 
penalty  for  failure  to  make  return  in  time  will  attach.    (T.  D.  2690;  art.  13.) 

In  cases  of  intentional  or  fraudulent  return,  Commissioner  shall,  upon  discovery 
thereof,  at  any  time  within  three  years  after  said  return  is  due  or  has  been  made 
make  return  upon  information  obtained  as  provided  for  by  law,  or  require  necessary 
corrections  to  be  made,  and  assessment  thereon  shall  be  paid  immediately  upon 
notification  of  amount  thereof;  if  assessment  remains  unpaid  for  10  davs  after  no- 
tice and  demand  there  shall  be  added  stated  penalties  and  interest.  (T.  D.  2690; 
art.  42.) 

If  return  is  made  and  placed  in  the  United  States  mail,  properly  addressed,  and 
postage  paid,  in  ample  time,  in  due  course  of  mail,  to  reach  oflfice  of  collector  or 
deputy  collector,  on  or  before  last  due  date,  no  penalty  will  attach  should  return  not 
be  actually  received  by  such  ofiicer  until  subsequent  to  that  date.  (T.  D.  2690;  art. 
52.) 

Wliere  lindtation  of  statute  as  to  assessment  has  run.  and  written  waiver  of  exemp- 
tion from  assessment  is  given  by  taxpayer,  the  ad  valorem  penalties  of  oO  per  cent, 
addition  to  tax,  is  not  to  be  assessed  for  delinquency  in  filing  return.  (T.  D.  2690; 
art.  52.) 
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Penalties  for  failure  to  make  return  within  time  fixed  by  law  are  50  per  cent  of  the 
amount  of  tax  diown  by  correct  return,  besides  the  specific  penalty  of  not  less  than 
$20  nor  more  than  $1,000;  specific  penalties  attach  to  person,  and  in  case  of  death  of 
such  person  are  nonenforceable;  ad  valorem  penalties  attach  to  income  and  are  to 
to  be  enforced  regardless  of  the  death  of  the  owner  of  the  income  by  wMch  penalty 
is  measured.     (T.  D.  2690;  art.  52.) 

Fraud. 

In  cases  of  refusal  or  n^lect  to  make  return  Commissioner  shalli  upon  discovery 
thereof,  at  any  time  withm  three  years  after  said  return  is  due  or  has  been  made 
make  return  upon  information  obtained  as  provided  for  by  law,  or  require  necessary 
corrections  to  be  made  and  assessment  thereon  shall  be  paid  immediately  upon 
notification  of  amount  thereof;  if  assessment  remains  unpaid  for  10  days  after  notice 
and  demand  there  shall  be  added  stated  penalties  and  interest.    (T.  D .  2690 ;  art.  42. ) 

Penalties  for  false  or  fraudulent  return  or  statement,  wilfully  made  with  intent 
to  defeat  or  evade  assessment  of  tax  are  100  per  cent  to  be  added  to  amount  of  tax 
shown  by  correct  return,  and  the  specific  penalty  of  a  fine  as  for  misdemeanor,  not 
exceeding  one  year,  or  both,  in  discretion  of  court,  with  costs  of  prosecution.  (T.  D. 
2690;  art.  53.) 

Any  person  required  by  law  to  make,  render,  sign,  or  verify  any  return,  who 
makes  any  false  or  fraudulent  return  or  statement  with  the  intent  to  defeat  or  evade 
the  assessment  required  by  Parts  II  and  III  of  Title  I  of  the  act  of  September  8, 
1916,  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined  not  exceeding  $2,000,  or  be 
imprisoned  not  exceeding  one  year,  or  both,  at  the  discretion  of  the  court,  with 
costs  of  prosecution.    (T.  D.  2690;  art.  232.) 

PersonB  required  to  make. 

In  case  of  citizens  and  resident  aliens  returns  are  required  of  all  unmarried  per- 
sons of  lawful  age  having  net  income  of  $1,000  or  over;  of  all  married  persons  having 
net  income  of  $2,000  or  over;  heads  of  families  who  are  married  having  net  income 
of  $2,000  or  over;  heads  of  families  who  are  unmarried,  having  net  income  of  $1,000 
or  over,  though  basic  exemption  which  may  be  claimed  in  return  of  income  will 
be  $2,000.    (T.  D.  2690;  art.  26.) 

- —  Place  of  filing. 

Returns  must  be  filed  with  collector  for  district  in  which  person  has  legal  resi- 
dence or  principal  place  of  business,  or,  in  absence  of  same  in  the  United  States, 
then  with  collector  of  internal  revenue  at  Baltimore,  Md.;  returns  shall  be  in  such 
form  as  shall  be  prescribed  by  Commissioner  of  Internal  Revenue  with  approval 
of  Secretary  of  Treasury.    (T.  D.  2690;  art.  26.) 

Persons  in  military  or  naval  service  of  United  States  may  file  their  returns  with 
collector  of  district  in  which  they  have  a  legal  residence  or  with  collector  at  Balti- 
more, Md.    (T.  D.  2690;  art.  26.) 

—  Receivers. 

Receivers  who  as  officers  of  court  stand  in  the  stead  of  some  principal  must  account 
for  income  tax  as  principal  would  have  been  required  to  account.  (T.  D.  2690; 
art.  26.) 

• Stock  dividends. 

Stock  dividends  declared  from  surplus  created  from  revaluation  of  capital  assets 
or  value  placed  upon  trade-mark,  gcKxi  will,  etc.,  do  not  represent  distribution  of 
earnings  or  profits  subject  to  tax  in  hands  of  shareholder;  entire  proceeds  derived  by 
shareholder  from  sale  of  such  stock  is  income  subject  to  both  normal  and  additional 
tax  and  must  be  accounted  for  in  shareholder 's  return  for  year  in  which  sold.  (T.  D . 
2690;  art.  4.) 

Time. 

Provisions  of  T.  D.  2581  made  applicable  to  returns  by  American  citizens  residing 
or  traveling  abroad,  including  persons  in  military  or  naval  establishments,  sta- 
tioned or  on  duty  beyond  limits  of  the  States  and  Territories  of  Hawaii  and  Alaska; 
any  such  person  filii^  return  after  April  1,  1918,  but  on  or  before  October  1,  1918, 
embodying  therein  or  attaching  thereto  written  statement  showing  that  he  comes 
within  classes  designated  by  T.  D.  2581,  need  not  file  supporting  affidavit  required 
by  that  decision.    (T.  D.  2672;  Mar.  16, 1918.) 
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When  all  income  tax  to  which  income  of  nonresident  alien  is  subject  is  not  with- 
held at  source,  return  will  be  required  to  be  filed  by  or  on  behalf  of  said  alien  and 
penalty  for  failure  to  make  return  in  time  will  attack.    (T.  D.  2690;  art.  18.) 

Return  must  be  filed  at  close  of  calendar  year  and  on  or  before  March  1,  annually. 
(T.D.  2690;  art.  21.) 

Where  husband  and  wife  file  separate  returns,  one  being  filed  in  time  and  other 
delinquent,  such  returns  are  not  supplemental  of  each  other  and  delinquency  must 
be  answered  for  by  one  in  connection  with  whose  return  it  occurred.  (T.  D.  2690; 
art.  26.) 

In  cases  of  refusal  or  neglect  to  make  return,  Commissioner  shall,  upon  discovery 
thereof,  at  any  time  within  three  yearn  after  said  return  is  due  or  has  been  made 
make  return  upon  information  obtained  as  provided  for  by  law  or  require  necessary 
corrections  to  be  made,  and  assessment  thereon  shall  be  paid  immediately'  upon 
notification  of  amount  thereof;  if  assessment  remaiDs  unpaid  for  10  days  after  notice 
and  demand  there  shall  be  added  stated  penalties  and  interest.    (T.  D.  2690;  art.  42.) 

Penalties  for  failure  to  make  return  within  time  fixed  by  law  are  50  per  cent  of 
the  amount  of  tax  shown  by  correct  return,  besides  the  specific  penalty  of  not  less 
than  $20  nor  more  than  $1,000;  specific  penalties  attach  to  person,  and  in  case  of 
death  of  such  person  are  nonenforceable;  ad  valorem  penalties  attach  to  income 
and  are  to  be  enforced  regardless  of  the  death  of  the  owner  of  the  income  by  which 
penalty  is  measured.    (T.  D.  2690;  art.  52.) 

Where  limitation  of  statute  as  to  assessment  has  run  and  written  waiver  of  exemp- 
tion from  assessment  is  given  by  taxpayer,  the  ad  valorem  penalties  of  50  per  cent 
addition  to  tax  is  not  to  be  assessed  for  delinquency  in  filing  return.  (T.  D.  2690; 
art.  52.) 

If  return  is  made  and  placed  in  the  United  States  mail,  properly  addressed  and 
postage  paid,  in  ample  time  in  due  course  of  mail  to  reach  office  of  deputy  collector 
on  or  before  last  due  date,  no  penalty  will  attach  should  return  not  be  actually 
received  by  such  officer  until  subsequent  to  that  date.    (T.  D.  2690;  art.  52.) 

Extension. 

Time  for  making  returns  pursuant  to  requirements  of  Titles  I  and  II  of  the  act  of 
October  3, 1917,  in  case  of  corporations  whose  income  tax  returns  have  been  made, 
or  shall  be  made  upon  basis  of  fiscal  year  ending  during  calendar  year  1917,  extended 
to  January  1,  1918.  (T.  D.  2561;  Oct.  16,  1917.)  'nme  extended  to  February  1, 
1918.  Extension  applies  also  to  returns  of  annual  net  income  due  subsequent  to 
October  16, 1917,  but  prior  to  February  1,1918.  (T.  D.  2615;  Dec.  13, 1917.)  Time 
extended  to  March  1, 1918.  Extension  also  applies  to  returns  of  annual  net  income 
due  subsequent  to  October  16. 1917,  but  prior  to  March  1, 1918.  (T.  D.  2633;  Jan. 
22, 1918. )  Time  extended  to  April  1, 1918,  and  extension  made  applicable  to  returns 
whether  made  on  basis  of  calendar  year  or  of  fiscal  year  ending  during  year  1917, 
(T.  D.  2650;  Feb.  9,  1918.) 

Extension  of  time  granted  for  such  period  as  may  be  necessary,  not  exceeding 
90  days  after  proclamation  by  President  of  end  of  war  with  Germany,  for  filing 
returns  of  income  for  1917  and  subsequent  years,  imder  sections  6  (c),  8  (d)  (c),  ana 
13  (b)  (c),  of  act  of  September  8^  1916,  as  amended,  and  under  war  mcome-tax  act  of 
October  3^  1917,  by  or  for  enemies  or  allies  of  enemies,  as  defined  by  section  2  of  the 
trading  with  the  enemy  act  of  October  6,  1917^  not  holding  license  granted  under 
such  act;  return  of  information  required;  duties  of  persons  controUmg  money  or 
property  for  any  such  enemy  or  ally  of  enemy.    (T.  D.  2673 ;  Mar.  18, 1918.) 

Commissioner  of  Internal  Revenue  may,  in  his  discretion,  upon  application  there- 
for and  upon  satisfactory  showing,  paat  reasonable  extension  of  time  for  filing 
returns  by  persons  residing  or  traveling  abroad  who  are  unable  to  file  on  or  before 
March  1  of  each  year;  in  case  of  sickness  of  citizens  and  residents,  extension  not 
exceeding  30  days  may  be  granted.    ^T.  D.  2690;  art.  22.) 

Beaaonable  cause  for  delay. 

Delinquent  returns  must  be  accompanied  by  an  affirmative  showing  of  fact 
alleged  as  reasonable  cause  for  excuse  irom  50  per  cent  penalty;  Commissioner  of 
Internal  Revenue  will  pass  upon  validity  of  the  showine  which  must  be  in  the  form 
of  an  affidavit,  under  oath,  and  should  be  attached  to  the  return;  the  penalty  of  50 
per  cent  "addition  to  tax"  vrill  be  asserted  in  all  cases  where  the  showing  made 
IS  not  approved  by  the  Commissioner.    (T.  D.  2690;  art.  54.) 

The  words  ''reasonable  cause,"  as  used  in  section  3176,  Revised  Statutes,  as 
amended  by  the  act  of  September  8,  1916,  providing  that  if  after  delinquency  baa 
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• Reasonable  cause  for  delay— Continued. 

ensued  and  before  receiving  notice  from  collector  of  such  delinquency  and  request 
for  return,  delinquent  shall  have  filed  his  return,  accompaniea  with  showing  that 
failure  to  file  in  time  was  due  to  reasonable  cause,  no  such  addition  shall  be  made  to 
the  tax,  is  held  to  be  such  a  condition  of  fact  as  had  the  taxpayer  in  defoult  exer- 
cised ordinary  business  care  and  prudence  it  would  have  been  impracticable  or 
impossible  for  him  to  have  filed  return  on  prescribed  time.    (T.  D.  2690;  art.  54.) 

Verification. 

All  returns  must  be  verified  under  oath  or  affirmation;  persons  in  military  or  naval 
service  of  the  United  States  may  verify  returns  before  any  official  of  those  services 
authorized  to  administer  oaths  for  purposes  of  those  services;  returns  executed 
abroad  may  be  attested  free  of  charge  before  United  States  consular  officers;  where 
foreign  notary  or  other  official  having  no  seal  shall  act  as  attesting  officer,  his  author- 
ity should  be  certified  to  by  some  judicial  official  or  other  proper  officer  ha\dng 
knowledge  of  appointment  and  official  character  of  attesting  officer.  (T.  D.  2690; 
art.  26.) 

Status  of  tax. 

Tax  due  on  income  has  status  of  a  debt  du^  to  the  United  States;  persons  receiving 
property  charged  with  such  indebtedness  must  answer  for  the  debt.  (T.  D.  2690; 
art.  39.) 

Treasury  decisions — ^Date  effective. 

Treasury  decisions  promulgating  ruling  of  internal  revenue  bureau  become  effec- 
tive upon  date  of  approval,  unless  otherwise  stated  therein;  cases  previously  adjusted 
in  contravention  of  law  as  p>ronounced  in  such  decisions  are  subject  to  readustment 
in  accordance  with  the  decision.    (T.  D.  2690;  art.  38.) 

Withholding — Act  applicable. 

Until  January  1,  1918,  withholding  was  required  under  act  of  September  8,  1916, 
as  amended,  at  rate  of  2  per  cent;  on  and  after  January  1,  1918,  withholding  provi- 
sions of  law  as  to  citizens  and  resident  aliens  (sec.  9  (c),  act  Sept.  8,  1916,  as 
amended)  extended  to  normal  tax  imposed  by  section  1  of  the  act  of  October  3, 
1917;  thereafter  exemption  which  may  be  claimed  by  citizens  and  resident  aliens 
from  withholding  is  such  as  is  allowable  under  section  3  of  the  act  of  October  3, 1917. 
(T.  D.  2600;  art.  44.) 

Amount. 

Withholding  will  at  all  times  be  limited  to  2  per  cent,  except  in  case  of  interest  on 
corporate  bonds  owned  by  foreign  corporations  having  no  ofiice  or  place  of  business 
in  the  United  States,  in  which  case  deduction  will  be  at  rate  of  6  per  cent.  (T.  D. 
2690;  art.  45.) 

Citizens  and  resident  aliens. 

Withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  law  apply  to  nor- 
mal income  tax  of  citizens  and  resident  aliens,  only  when  derived  from  interest  on 
bonds  and  mortgages,  deeds  of  trust,  or  other  similar  obligations  of  corporations, 
ass'xiiations,  etc.,  which  have  a  *' tax-free  covenant  clause,  regardless  of  amount 
and  period  of  pajTuent;  on  and  after  January  1,  1918,  normal  tax  of  2  per  cent  im- 
posed by  the  act  of  October  3,  1917,  is  the  tax  to  be  deducted  and  withheld  from 
citizens  or  residents  of  the  United  States  in  accordance  with  section  9  (c).  (T.  D. 
2690;  art.  43.) 

— - —  Foreign  items. 

See  ''Ownership  certificates,"  under  this  subhead. 
^ —  Forms. 

Forms  on  which  tax  withheld  from  income  is  to  be  accounted  for  and  those  used 
when  personal  exemption  is  claimed  and  when  no  personal  exemption  is  claimed, 
etc.,  stated.     (T.  D.  2690;  art.  4C.) 

— —  Interest. 

Interest  received  from  deposits  in  banks  located  within  the  United  States  paid  to 
nonresident  alien  individuals  and  corporations  constitutes  income  received  from 
resources  within  the  United  States  and  is  subject  to  withholding  provisions  of  act  of 
October  3, 1917.    (T.  D.  2623;  Dec.  28,  1917.    T.  D.  2652;  Feb.  6.  1918.) 
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The  withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  law  apply  to 
the  normal  tax  levied  upon  entire  net  income  of  nonresident  aliens  of  a  fixed  or  deter- 
minable annual  or  periodical  class,  as  interest,  rent,  wages,  etc.,  received  by  them 
from  all  sources  within  United  States;  tax  to  be  deducted  and  withheld  from  indi- 
viduals for  1917  and  subsequent  tax  years  is  the  2  per  cent  normal  tax  imposed  by 
the  act  of  September  8, 1916,  as  amended.    (T.  D.  2693;  art.  43.) 

"Nonresident  alien  individual"  mems  an  individual  (a)  whose  residence  is  not 
within  the  Unit-ed  States  and  (b)  who  is  not  a  citiz/on  of  the  United  States;  rules  for 
determining  residence  stated.    (T.  D.  2794;  Feb.  21,  1919.) 

Aliens  employed  in  the  United  States  are  primi  facie  regarded  as  nonresidents; 
if  wages  are  paid  without  withholding  tax,  the  employer  should  be  provided  with 
written  prooi  of  facts  which  overcome  the  presumption  that  such  alien  is  a  nonresi- 
dent.   (T.  D.  2794;  Feb.  21,  1919.) 

It  will  be  presumed  that  an  alien  who  has  established  a  residence  in  the  United 
States  continues  to  be  a  resident  until  he  or  his  family  evidence  an  intention  to 
change  residence  to  another  country  by  starting  to  remove.  (T.  D.  2794;  Feb.  21, 
1919.) 

Any  alien  living  in  United  States  who  is  not  a  mere  transient  is  a  resident  of  the 
United  States  for  purposes  of  the  income  tax;  whether  he  is  a  transient  or  not  is 
determined  by  his  intentions  with  regard  to  his  stay;  if  he  lives  in  the  United 
States  and  has  no  definite  intention  as  to  his  stay,  he  is  a  resident;  mere  floating 
intention,  indefinite  as  to  time,  to  return  to  another  country,  is  not  sufficient  to 
constitute  him  a  transient.    (T.  D.  2794;  Feb.  21,  1919.) 

An  alien's  statements  as  to  his  intention  with  regard  to  residence  are  not  con- 
clusive, but  when  unequivocal  will  determine  the  question  of  his  intention,  unless 
his  conduct,  acts,  or  other  surrounding  circumstances  contradict  the  statements; 
fact  that  alien's  family  is  abroad  does  not  necessarily  indicate  that  he  is  a  tranident 
rather  than  a  resident;  alien  entering  this  country  intending  to  make  his  home  in 
foreign  country  as  soon  as  he  has  accumulated  money  sufficient  to  provide  for  his 
journey  abroad  is  to  be  considered  a  transient  provided  his  expectation  in  this 
r^ard  may  reasonably  be  fulfilled  within  comparatively  short  time.  (T.  D.  2794; 
Feb.  21,  1919.) 

Ownership  certificates. 

Where  substitute  certificate  (Form  1059)  has  been  used  in  connection  with  coupons 
from  bonds  which  do  not  contain  '*  tax-free  "  or  **  no-deduction  "  clause,  withholding 
agent  shall  rec|uest  bank  or  collection  agency  to  disclose  name  and  address  of  owner 
of  bonds,  and  it  is  duty  of  such  bank  or  a^ncy  to  make  such  disclosures;  if  owner  is 
citizen  or  resident  of  United  States,  withholding  agent  shall  refund  amount  of 
tax  deducted,  and  if  nonresident  alien,  no  refundment  shall  be  made  but  agent  shall 
make  return  thereof  on  or  before  March  1,  and  on  or  before  time  fixed  for  payment  of 
tax  shall  pay  amount  withheld  to  officer  of  United  States  authorized  to  receive 
same.    (T.  D.  2635;  Jan.  24,  1918.) 

Where  debtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  or  foreign  corporations  having 
no  office  or  place  of  business  in  the  United  States,  or  has  withheld  no  tax  from 
citizens  or  residents  of  United  States,  whether  or  not  bonds  upon  which  such  interest 
accrued  contain  tax-free  covenant  clause,  exemption  certificates  filed  in  connection 
with  such  interest  payments  shall  be  transmitt^  direct  to  Commissioner  of  Internal 
Revenue  (Sorting  Division),  Washington,  D.  C,  accompanied  by  return  on  Form 
1096,  which  form  shall  be  filed  monthly,  and  need  not  be  sworn  to;  if  a  corporation 
or  withliolding  a^ent  has  withheld  tax  and  is  therefore  required  to  render  return 
on  Form  1012,  revised,  all  certificates  received  shall  be  accounted  for  on  such  montlily 
return,  as  directed  by  instructions  thereon.    (T.  D.  2687;  Apr.  1,  1918.) 

In  absence  of  disclosure  of  actual  ownership  filed  with  debtor  corporations  or 
their  withholding  agents^  normal  tax  required  to  be  withheld  in  accordance  with 
stock -records  of  ownership  can  only  be  released  to  record  owner  not  liable  for  tax 
upon  proper  showing  to  commissioner  of  record  and  actual  ownership,  names  and 
post-office  addresses  of  debtor  corporations  and  withholding  agents,  and  amounts 
withheld.     (T.  D.  2690;  art.  32.) 

If  record  owner  does  not  exercise  right  to  disclose  actual  ownership  for  purpose  of 
claiming  exemption  from  having  tax  withheld  at  source,  debtor  corporations  and 
their  withholding  agents  in  United  States  will  bo  held  liable  on  their  stock  records 
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of  ownerakip  lor  tax  required  to  be  withheld  by  section  13  (f)  of  the  act  of  September 
8,  1916.    (T.  D.  2690;  art.  32.) 

Collecting  agents,  responsible  banks  and  bankers  receiving  coupons  lor  collection 
with  ownership  certifioites  attached  may  present  coupons  with  original  certificates 
to  debtor  corporatkHi  or  withholding  agent  tor  collection,  or  original  certificates  may 
be  detached  and  forwarded  direct  to  Commissioner  of  Internal  Revenue,  providing 
such  agent  shall  substitute  for  such  certificate  its  own  certificate  and  wall  keep 
complete  record  of  each  transaction  showing  specified  data;  identification  of  sub- 
stitute certificate;  substitute  certificates  discontinued  with  respect  to  ownership 
certificates  presented  with  coupons  for  collection  by  nonresident  alien  individuals, 
.  corporations,  etc     (T.  D.  2690;  art.  43.) 

Owners  of  bonds  of  domestic  and  resident  corporations  shall,  when  presenting  in- 
terest coupons  for  payment,  file  certificate  of  ownership  for  each  issue  of  bonds 
showing  name  and  address  of  debtor  corporation,  name  and  address  of  owner  of 
bonds,  whether  payee  is  married  or  head  of  a  family,  and  amount  of  interest.  (T.  D. 
2690;  art.  43.) 

Where  fiduciaries  have  control  and  custody  of  more  than  one  estate  or  trust,  and 
said  estates  and  trusts  have  as  assets  bonds  of  corporations,  etc.,  certificate  of  owner- 
ship must  be  executed  for  each  estate  or  trust,  rc^rdless  of  fact  that  bonds  are  of 
same  issue;  when  bonds  are  owned  jointly  by  several  persons,  one  of  the  owners  may 
execute  certificate  in  behalf  of  others,  and  indorse  on  back  thereof  their  names  and 
addresses,  and  proportion  of  ownership  of  each.    (T.  D.  2709;  May  2,  1918.) 

Wliere  bonds  of  foreign  countries,  or  honds  or  stocks  of  foreign  coiporations,  arc 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciary,  or  by 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  insurance 
companies,  or  partnerships,  ownership  ceitificate  lOOlA  shall  be  executed  by 
actual  owner,  or  by  his  dui>  authorizea  agent,  when  presenting  item  lor  collection, 
whether  item  is  dividend  or  interest  payment,  except  in  case  of  foreign  country  or 
foreign  corporation  having  paying  agent  in  this  country  and  issuing  bonds  con- 
taining "tax-free  '*  covenant  clause;  in  such  cases  paying  agent  will  %vitJQhold  normal 
tax  upon  interest  on  such  bonds,  and  ownership  certificate,  Form  1000,  properly 
modified  to  show  that  debtor  has  paying  agent  in  this  country,  should  be  used, 
unlejis  owner  desires  to  claim  exemption,  when  Form  1001 A  should  be  used.  (T.  D. 
2759;  Oct.  2,  1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  coipomtlons, 
are  owned  by  nonresident  alien  individuals,  or  forei^  corporations,  associations,  or 
partnerships,  ownership  certificate  Form  1071,  revised,  mall  be  used  for  and  on 
t>eh^  of  such  owner  bv  any  responsible  bank  or  banker,  either  foreign  or  domestic. 
(T.  D.  2739;  Oct.  2,  1918.) 

Foreig^n  items  shall  not  he  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  indorsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
giviqg  all  information  called  for  by  such  certificate;  where  first  Uccnscd  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  owner^ip  certificate 
and  indorse  on  item  the  words  ^'Certificate  attached  and  information  furnished," 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  2(Hfa  day  of  month  following 
that  during  whi(i  items  were  accepted,  accompanied  by  letter  of  transmittal, 
di owing  number  of  certificates  and  aggregate  amount  of  fweign  items  disclosctl 
thereon.    <T.  D.  2759;  Oct.  2,  1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
accompany  coupon  to  paying  £^^;ent  in  this  country,  or  if  there  is  no  such  agent,  then 
to  last  bank  or  collecting  agent  handling  item  in  tnis  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  same  oAvner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  prop- 
erly indorsed,  certificate  rfiall  be  attached  and  forwarded  to  Commissioner  «  In- 
ternal Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of 
month  following  that  during  which  items  were  accepted,  accompanied  by  lotlxsr  of 
transmittal,  showing  number  of  certificates  and  aggregate  amount  of  foreign  iXcrru 
disclosed  thereon.     (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information,  ownership  certificate  shall  accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certificate  to  Oommiesioner  of  Internal 
Revenue,  in  manner  provided  where  duty  is  placed  upon  licensee,  providiod  that 
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Withholding— Continued . 

Ownership  certificates — Continued. 

in  case  ownership  certificate^  Form  1000,  is  U3cd«  paying  agent  shall  make  return 

on  Form  1012.    ^.  D.  2759;  Oct.  2, 1918.) 

RefuxuL 

Where,  upon  filing:  return,  it  appears  that  nonresident  alien  is  not  liable  for  tax, 
but,  nevetinelese,  t&x  shall  have  been  withheld  at  source  in  order  to  obtain  refund  on 
basis  of  diowing  made  by  return,  there  shall  be  attached  to  the  return  a  statement 
elMwins:  accurately  the  amounts  of  tax  withheld,  with  names  and  post-offico 
addresses  of  all  withholding  a^-^nts.     (T.  D.  2^90;  art.  32.) 

Release. 

Any  income  withheld  from  citizen  or  resident  alien  in  1917  prior  to  October  3, 
1917,  except  in  case  covered  by  section  9  (c)  of  the  act  of  September  8,  1916,  as 
amended,  shall  be  released  by  withholdiQg  agent  and  paid  over  to  individual  from 
whom  it  was  withhold  or  his  proper  l€|^  representative;  income  upon  which  such 
tax  was  so  deducted  and  releasea  required  to  be  included  in  return,  if  any,  of  such 
individual  for  the  purpse  of  assessment  and  collection  of  income  tax.  (T.  D.  2690; 
art.  47.) 

Retuzn. 

Return  is  to  be  made  for  tax  withheld  in  manner  and  on  form  prescribed  by  Com- 
missioner of  Internal  Revenue,  with  appro^'al  of  Secretary  of  Treasury,  such  return 
to  be  made  after  February  1,  and  on  or  before  March  1,  annually;  return  shall  show 
name  and  addra=is  of  withholding  agent,  character  of  income,  name  and  address  of 
recipient  or  his  agent,  amount  of  income,  exemption  claimed,  and  amount  of  tax 
and  2  per  cent  withheld  thereon.    (T.  D.  2690;  art.  46.) 

Tax  not  paid  at  source. 

Form  1001,  revised,  shall  be  used  when  personal  exemption  is  claimed  ai^inst 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  llnitod 
States,  and  when  presenting  coupons  from  bonds  hot  containing  tax-free  covenant; 
by  domestic  partnerships,  corporations,  or  associations;  by  nonresident  alien  part- 
nerships; ana  by  foreign  corporations  having  office  or  place  of  business  in  United 
States ,  wh  ether  or  not  such  bonds  contain  tax-free  co veuint .  I n  case  citizen  or  resi- 
dent indi\ddual  receives  interest  on  bond  containing  tax-free  covenant  in  excess  of 
amount  of  personal  exemption  which  individual  may  daim^  any  such  excess  must 
be  reported  on  Form  1000,  revised.    (T.  D.  2690;  art.  43.) 

Tax  paid  at  ■oorce. 

Form  1000,  revised,  shall  be  used  when  no  personal  exemption  is  claimed  against 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  the  United 
SStates;  by  nonresident  alien  individuals,  foreign  corporations  having  no  office  or 
place  of  business  in  the  United  States,  whether  or  not  such  bonds  contain  a  tax-free 
covenant:  and  in  case  where  coupons  are  received  not  accompanied  by  certificates 
of  ownersnip.  First  bank  receiving  coupons  not  accompanieu  by  ownership  certifi- 
cates will  make  certificate,  crossing  out  ''owner"  and  inserting*' *payce/'  and  will 
enter  amount  of  interest  on  line  4.    (T.  D.  2690;  art.  43.) 

INDEMNITY  BONDS. 

See ''Bonds." 

INDICTMENT. 
Narcotic  law,  violation  of. 

Indictment  charging  con^racy  to  violate  section  2  of  the  act  of  December  17, 
1914,  need  not  negative  exceptions  found  in  such  statute;  demurrer  to  indictm(«nt 
overruled  in  case  of  United  States  v.  O'llara.    (T.  D.  2392;  Nov.  6, 1016.) 

Illegal  dispensing  of  narcotics  may  be  made  separate  coimt  in  indictment  as  to 
each  addict  involved,  and  evidence  may  l>e  admitted  tending  to  prove  sales  by 

Jhv'sician  to  persons  other  than  those  mentioned  in  the  indictment.    (T.  D.  2S87; 
ufyl2.  1919.    Ct.  Dec.:i 

INDUSTBIAI*  DISTELLEBIBS. 

See  "Distilled  Spirits.". 
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INFANTS. 
Admissions. 

Children  under  12  years  of  age  when  admitted  free  are  not  taxable  under  section 
700  of  the  act  of  October  3,  1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Tax  imposed  by  section  700  of  the  act  of  October  3, 1917,  on  the  admission  of  chil- 
dren under  12  years  of  age,  must  be  collected  in  all  cases  at  the  full  rate  of  1  cent  for 
each  10  cents  or  fraction  thereof,  except  where  distinctive  tickets  are  issued  for 
children  under  12  years  or  ticket*  for  their  use  are  indelibly  stamped  to  show  that 
they  are  good  only  for  the  admission  of  children  under  12  years,  or  where,  in  absence 
of  tickets,  tax  is  paid  at  time  of  admission  of  children  under  12  years;  children  under 
12  years  of  age  when  admitted  free  are  not  taxable.    (T.  D.  2681;  Mar.  26, 1918.) 

Income  taxes — Deduction  of  allowances. 

As  a  rule,  allowances  which  father  ^ives  to  his  minor  children,  whether  said  to  be 
in  consideration  of  service  or  otherwise,  are  not  allowable  deductions  in  return  of 
income,  nor  are  they  income  to  the  children.    (T.  D.  2690;  art.  8.) 


-  Exemptions. 

Exemption  of  $ 
,_mber  8,  1916,  ai  ,  . 

applicable  under  both  the  act  of  September  8,  1916,  as  amended,  and  the  act  of 
October  3,  1917,  under  same  conditions  of  fact.    (T.  D.  2690;  art.  14.) 


Exemption  of  $200  for  each  dependent  child  provided  by  section  7  of  act  of  Sep- 
tember 8,  1916,  as  amended,  is  given  in  respect  of  income  tax,  and  is,  therefore, 


• Returns. 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  under  section  2  (b)  of  the  act  of  September  8, 1916,  as  amended,  when 
income  of  estate  or  trust,  as  an  entity,  is  $1,000  or  over,  return  to  be  made  on  Form 
1040  or  1040A;  fiduciaries  must  make  returns  on  Form  1041  whenever  interest  of 
beneficiary  in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an  unmarried  bene- 
ficiary, and  whenever  interest  of  married  beneficiary  is  $2,000  or  over.  (T.  D. 
2690;  art.  27.) 

Fiduciaries  acting  for  minors  or  other  incompetents,  required  to  make  returns 
according  to  marital  status  of  beneficiary-  whenever  interest  of  beneficiary  in  net 
income  of  estate  or  trust  is  $1 ,000  or  over,  for  an  unmarried  beneficiary,  or  in  case  of 
married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required  to 
make  return.     (T.  D.  2690;  art.  27.) 

Income  receive<l  by  minor  child  from  sources  other  than  parent  should  be  in- 
cluded by  parent  in  His  return;  fact  that  such  income  is  not  appropriated  by  parent 
is  immaterial;  where  income  is  from  separate  estate  and  parent  has  been  appointed 
guardian,  and  conditions  are  such  that  income  so  received  is  to  be  held  for  use  of 
child,  it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  for  other- 
wise for  purposes  of  tax,  in  manner  and  form  as  called  for  by  facts  of  particular  case. 
(T.  D.  2690;  art.  29.) 

INFORMATION  AT  SOURCE. 
Income  taxes. 

See  * 'Income  Taxes  (Corporations)";  **Income  Taxes  (Individuals)." 
INHERITANCE  TAXES. 

Estate  tax — ^Deductions. 

Amounts  paid  to  States  on  account  of  inheritance,  succession,  or  legacy  taxes, 
are  not  "such  other  charges  against  the  estate  as  are  allowed  by  the  laws  of  tne  ij-iris- 
diction,  * '  and  are  not  deductible  in  arriving  at  amount  of  Federal  estate  tax.  (T.  D. 
2524;  Sept.  10,  1917.) 

Inheritance  tax  imposed  by  laws  of  Pennsylvania  is  estate  tax  assessed  against 
transfer  of  estate  as  a  whole  and  not  legacy  tax  imposed  on  transfer  of  any  par- 
ticular interest;  it  is,  therefore,  a  charge  against  the  estate  of  a  decedent  in  that 
jurisdiction  within  the  meaning  of  section  203  of  the  act  of  September  8,  191C, 
and  is  deductible  from  gross  estate  in  computing  value  of  net  estate  subject  to 
tax.    (T.  D.  3027;  June  2,  1920.    Ct.  Dec.) 
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Income  taxes — Deduction. 

Tax  impoeed  by  laws  of  New  York  upon  transfer  of  property  by  will  or  under 
interstate  laws  is  not  deductible  in  ascertaining  net  income  of  legatee  or  distributee 
under  act  of  October  3,  1913;  it  is  not  a  tax  within  the  meaning  of  paragraph  B, 
Section  II,  permitting  deduction  of  all  national,  State,  county,  school,  and  mu- 
nicipal taxes  paid  during  the  year.  (T.  D.  2933;  Oct.  9,  1919.  T.  D.  3050;  July 
27,  1920.    Ct.  Decs.) 

Tax  upon  right  to  receive  an  interest  in  the  estate  of  a  decedent  is  not  a  charge 
either  against  tie  person  recei\dng  the  interest  or  the  property  or  right  accniing 
to  him;  the  legatee  or  distributee  merely  receives  the  balance  due  after  payment 
of  the  tax — he  does  not  receive  the  entire  interest  and  then  pay  the  tax — and  he 
is  consequently  not  entitled  to  deduct  the  amount  as  a  tax  paid  by  him.  (T.  D. 
2933;  Oct.  9,  1919.    T.  D.  3050;  July  27,  1920.    Ct.  Decs.) 

Payment — ^Beceipt  of  Liberty  bonds. 

Circular  132,  issued  under  date  of  January  30,  1919,  with  reference  to  receipt  of 
Liberty  bonds  in  payment  of  estate  or  inheritance  taxes,  published.  (T.  D.  2802; 
Mar.  12,  1919.    See  also  T.  Ds.  2878,  2898,  2904,  2905.) 

Befund. 

A  tax  demanded  and  paid  under  section  29  of  the  war-revenue  act  of  June  13, 
1808,  on  a  contingent  beneficial  interest  not  vested  prior  to  July  1,  1902,  contrary 
to  the  refunding  act  of  June  27,  1902,  is  a  tax  ** erroneously  collected"  within 
meaning  of  the  act  of  July  27,  1912,  although  payment  was  without  protest  or 
reservation,  and  under  that  act  right  to  refund  is  barred  if  claim  was  not  presented 
to  the  Commiseioner  of  Internal  Revenue  on  or  before  January  1,  1914.  (T.  D. 
3007;  Apr.  22,  1920.    Ct.  Dec.) 

Remote  possibility  that  funds  turned  over  to  legatees  before  July  1.  1902,  by  an 
executor  nught  have  to  be  returned  does  not  prevent  their  being  vested  and  taxable 
under  the  war-revenue  act  of  1898;  for  purposes  of  that  act  the  interest  transferred 
before  July  1,  1902,  from  an  estate  to  a  trustee  for  ascertained  persons  is  vested  in 
poeseesion  no  less  than  when  it  is  conveyed  directly  to  them.  (T.  D.  3008;  Apr. 
22,  1920.    Ct.  Dec.) 

Suits  to  recover  back. 

Judgment  in  suit  against  collector  to  recover  succenaion  tax  collected  under  act 
of  June  13, 1898,  for  part  of  claim  only,  certain  interests  involved  being  erroneously 
held  to  be  taxable  as  being  vested  in  possession  or  enjoyment  before  July  1,  1902, 
which  judgment  was  satisfied  by  the  United  States,  is  no  bar  to  suit  against  United 
States  in  Court  of  Claims  to  recover  unpaid  residue.  (T.  D.  2885;  July  10,  1919. 
Ct.  Dec.) 

Claim  for  rofund  filed  in  August,  1903,  with  Commissioner  of  Internal  Revenue 
as  prerequisite  to  suit  against  collector  to  recover  succession  tax  collected  under 
act  of  June  13,  1898,  is  sufficient  to  meet  requirements  of  act  of  July  27,  1912; 
effect  of  claim  was  not  extinguished  by  judgment  in  suit  and  it  is  not  necessary 
that  claim  be  filed  under  the  1912  act.    (T.  D.  2885;  July  10,  1919.    Ct.  Dec.) 

\^Tiere  application  was  made  on  September  7, 1916,  to  the  Secretarjr  of  the  Treasury 
for  repayment  of  tax  collected  under  act  of  June  13,  1898,  and  claim  was  rejected 
on  October  30,  1916,  suit  brought  in  Court  of  Claims  on  Januarv  23,  1917,  under 
the  act  of  July  27,  1912,  was  within  the  six-year  period  allowed  by  section  1069, 
Revised  Statutes.    (T.  D.  2885;  July  10,  1919.    Ct.  Dec.) 

The  bar  of  section  3226,  Revised  Statutes,  making  appeal  to  Commissioner  and 
decision  by  him  a  necessary  condition  precedent  to  action  to  recover  tax  illegally 
collected,  and  of  section  3228,  Revised  Statutes,  fixing  two  years  as  time  within 
which  to  bring  such  an  action,  is  removed  as  to  inheritance  taxes  imposed  by  act  of 
June  13,  1898,  if  taxpayer  has  complied  with  section  3  of  the  act  oi  June  27,  1902, 
and  section  2  of  the  act  of  July  27,  1912,  and  presented  to  Commissioner  claim  for 
refund  of  the  tax.    (T.  D.  2886;  July  10,  1919.    Ct.  Dec.) 

Fact  that  tax  was  voluntarily  paid — ^that  is,  without  protest— is  no  impediment 
to  the  application  of  act  of  July  27,  1912.    (T.  D.  2886;  July  10.  1919.    Ct.  Dec.) 

Claim  for  refund  filed  by  the  attorney  for  trust  company,  trustee  under  will,  and 
claim  filed  for  and  in  behalf  of  administrator  de  bonis  non  of  decedent,  can  not 
be  ascribed  to  cestui  que  trust  on  whose  behalf  the  original  executrix  paid  the 
tax  without  protest,  and  hence  did  not  satisfy  pro\dsion  of  act  of  July  27,  1912, 
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Suits  to  recover  back — Continued, 
that  repayment  shall  be  made  to  ''such  claimants  as  have  preeent-ed  or  shall  here- 
after so  present  their  claims."    (T.  D.  2886;  July  10,  1919.    Ct  Dec.) 

Inutility  of  filing  claim  by  the  cestui  que  trust,  based  on  fact  that  she  kncvr 
precise  facts  of  demands  that  had  been  made,  and  that  she  knew  also  that  claims 
of  tho  class  to  'which  hers  belonged  had  been  uniformly  rejected,  can  not  be  urged 
as  an  excuse  for  failure  to  file  another  claim  in  her  own  name.  (T.  D.  28S6;  July 
10,  1919.    Ct.  Dec.) 

INITIATIOK  FEES. 
Taxability. 
See  "Dues." 

INSANE  PERSONS. 

Income  taxes — Collection  and  payment. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  lax 
due,  and  at  all  events  not  later  than  June  15;  as  to  tax  unpaid  on  June  15,  and  for 
10  days  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amount  of  tax 
unpaid  and  interest  at  rate  of  1  per  cent  per  month  upon  fucfa  tax  from  time  same 
became  due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collect- 
ors should  issue  Form  17  for  purpose  of  fixing  definitely  date  when  penalty  accruos 
and  interest  begins  to  run,  and  copy  of  notice  should  be  filed.  (T.  D.  2690;  arts.  39, 
41.) 

—  Exemptions. 

Fiduciaries  acting  for  minors  or  incompetent  persons  are  nermltted  to  take  per- 
sonal exemption  as  to  income  derived  from  property  of  whicn  they  have  charge  in 
favor  of  each  ward  or  beneficiary.    (T.  D.  2690;  art.  14.) 

Beturns. 

Fiduciaries  acting  for  minors  or  other  incompetents,  required  to  make  returns 
according  to  marital  status  of  beneficiary;  whenever  interest  of  beneficiary  in  net 
income  of  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary,  or  in  case 
of  married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required 
to  make  return.    (T.  D.  2690;  art.  27.) 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  under  section  2  (b)  of  the  act  of  September  8,  1916,  as  amended,  when 
income  of  eetate  or  trust,  as  an  entity,  is  $1,000  or  over,  return  to  be  made  on  Form  1040 
or  1040A;  fiduciaries  must  make  returns  on  Form  1041  whenever  interest  of  benefi. 
ciary  in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an  unmarried  beneficiary^ 
and  whenever  interest  of  married  beneficiary  is  $2,000  or  over.    (T.  D .  2G90 ;  art .  27 .  j 

C'Ommittee  of  property  of  incompetent  person  held  to  be  fiduciary  for  purpose 
of  income  tax  and  required  to  make  return  on  Form  1040,  revised,  for  Incompetent, 
whenever  amount  ol  income  is  sufficient  to  require  same.    (T.  D.  2690;  art.  29.) 

INSOLVENCY. 

See  "Bankruptcy." 

Income  taxes— Abatement. 

Under  section  3218,  Bevised  Statutes,  collectors  are  entitled  to  credit  for  tax 
assessed  against  parties  who  may  have  absconded  or  become  insolvent  prior  to  day 
when  tax  ought  to  have  been  collected,  provided  due  diligence  was  used  by  the 
collector,  but,  as  obligation  to  pay  still  remains  upon  the  parties  assessed,  collectors 
required  to  keep  record  (No.  23)  of  all  taxes  thus  credited  and  of  person  firom  whom 
they  are  due,  and  to  enforce  payment  whenever  it  is  in  their  power  so  to  do;  if  t.ix 
reported  as  uncollectible  on  account  of  insolvency  or  absconding  of  party  is  jwiid 
after  credit  has  been  given  for  it,  it  should  be  returned  upon  Form  58.  (T.  D.  2690; 
arts.  247,  248.) 

Collection  and  payment. 

Tax  is  to  bo  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  ail  ev^its  not  later  than  June  15;  as  to  tax  unx)aid  on  June  15,  and  for  10 
days  after  notice  and  demand  therefor  penalty  is  5  per  cent  of  amount  of  tax  unpaid 
and  interest  at  rate  of  1  per  cent  per  month  upon  such  tax  from  time  same  became 
due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collectors  diould 
issue  Form  17  for  purpose  of  fixing  definitely  date  when  penalty  accrues  and  interest 
begins  to  run,  and  copy  of  notice  should  be  filed.    (T.  1>.  2690;  arts.  39,  41.) 
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Inconie  taxes— Continued. 

BeturnB. 

Coiporatlon  going  into  liquidation  during  any  tax  period  may,  at  time  of  imch 
liquidation,  prepare  final  return  covering  income  received  or  accrued  to  it  during 
fractional  part  of  year  during  whidi  it  was  engaged  in  buflineas,  and  immediately 
file  same  with  collector  of  district  in  which  corporation  has  principal  place  of  busi- 
ness; before  distributing  assets  dissolving  corporation  should  reserve  funds  .suffi- 
cient to  pay  any  income  tax  assessable  against  it;  otherwise  tax  may  be  collected 
by  suit  f^^ainst  stockholders.     (T.  D.  2690;  art.  205.) 

INSPECTION. 

Beverages—Books  of  manufacturers. 

Books  of  every  person  liable  to  tax  imposed  by  section  313  of  the  act  of  October 
3,  1917,  ehall  be  open  at  all  times  for  ina)ection  by  examining  internal  revenue 
officers.    (T.  D.  2719;  Art.  XXXIV.) 

Exdse  taxes— Books  of  persons  liable. 

Where  a  laboratory  simply  does  the  mechanical  work  of  producing  the  poeitive 
print,  charging  the  owner  of  tlio  negative  for  materials  used  and  services  rendered, 
such  laboratory  will  not  be  regarded  as  the  manufacturer  of  the  film;  the  tax  is 
upon  the  sale  or  lease  by  the  owner  of  the  film;  the  laboratory,  however,  shall  keep 
a  record  of  all  such  films  produced  with  name  of  owner  and  length  of  film,  sucn 
record  to  be  available  for  examination  by  internal  revenue  officers,  and  shall 
furnish  monthly  to  collector  of  district  in  which  it  is  located  a  signed  statement, 
giving  such  information.     (T.  D.  2719;  Art.  XII.) 

Books  of  every  person  liable  to  tax  shall  be  open  at  all  times  for  inspection  by 
examining  internal  revenue  officers.    (T.  D.  2719;  Art.  XXVI.) 

Income  tax  returns. 

When  assessments  shall  have  been  made,  rettims  shall  be  filed  in  office  of  com- 
missioner and  shall  constitute  public  records,  subject  to  inspection  upon  order  of 
the  President,  under  rules  and  regulations  prescribed  by  the  Secretary  of  the 
Treasury  and  approved  by  the  President;  copies  of  returns  on  file  in  Oomnnssioner's 
office  may  not  be  sent  to  any  person  except  corporation  itself  or  to  its  duly  authorized 
attorney;  duly  authorized  attorney  for  this  purpose  is  one  possessing  properly 
executed  power  of  attorney  in  writing  by  corporation,  which  designation  shall  bo 
signed  by  two  officers  of  corporation  and  bear  the  impress  of  the  seal.  (T.  D.  2690; 
art.  226.) 

When  the  head  of  a  bureau  or  office  in  the  Treasury  Department,  not  a  part  of  the 
Internal  Revenue  Bureau,  desires  to  inspect  return  m  connection  with  some  matter 
officially  before  him,  other  than  an  income,  profits  tax  or  corporation  excise  tax 
matter,  the  inspection  may,  in  the  discretion  of  the  Secretarj',  be  permitted  upon 
written  application  to  him  by  the  head  of  such  bureau  or  oflice,  showing  in  detail 
why  inspection  is  desired;  reason  submitted  for  permission  to  inspect  return  shall 
be  considered  by  the  Secretary  and  decision  reached  by  him  whether  the  reasons 
are  sufficient  to  permit  such  inspection.    (T.  D.  2961;  Jan  7,  1920.) 

Pletum  of  partnership  shall  be  open  to  inspection  by  officers  and  employees  of 
Treasury  Department  whose  official  duties  require  such  inspection  and  by  the 
Solicitor  of  Internal  Revenue;  and  by  any  individual  (or  his  duly  constituted 
attorney  in  fact  or  legal  representarive)  who"  was  member  of  such  partnership  during 
any  part  of  time  covered  by  the  return,  upon  satisfactory  evidence  of  such  fact 
being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

When  it  becomes  necossarj'-  for  the  department  to  furnish  returns  or  copies  thereof 
for  use  in  legal  proceedings,  inspection  of  such  returns  or  copies  that  necessarily 
results  from  such  use  is  permitted.    (T.  D.  2961;  Jan.  7,  1920.) 

Written  statement  filed  with  Commissioner  designed  to  be  supplemental  to  and 
to  become  part  of  tax  returns  is  subject  to  same  rules  and  regulations  as  to  inspection 
as  are  tax  returns  themselves.    (T.  D.  2961;  Jan.  7,  1920.) 

Except  as  to  returns  or  copies  thereof  for  use  in  legal  proceedings,  returns  may  be 
inspected  only  in  the  office  of  Commissioner  of  Internal  Revenue,  Washington, 
D.  C.     (T.  D.  2961;  Jan.  7,  1920.) 

Return  of  corporation  shall  bo  open  to  inspection  by  officers  and  employees  of 
Treasury  Department  whose  official  duties  require  such  inspection  and  by  tho 
Solicitor  of  Iiitemal  Revenue;  upon  satisfactory  evidence  of  identity  and  official 
position,  by  the  president,  vice  president,  secretary,  or  treasurer  of  such  corpora- 
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Income  tax  returns — Continued, 
tion,  or,  if  none,  its  principal  ofl&cer;  and  by  a  stockholder  of  such  corporation  under 
certain  circumstances.    (T.  D.  2961;  Jan.  7,  1920.) 

A  person  who,  under  the  regulations,  is  permitted  to  inspect  a  return  may  make 
and  take  copy  thereof  or  memorandum  of  data  contained  therein.  (T.  D.  2961; 
Jan.  7,  1920.) 

Stockholder  of  record  owning  1  per  cent  or  more  of  the  stock  of  the  outstanding 
stock  of  a  corporation  may  be  permitted  to  inspect  its  return;  permission  will 
only  be  granted  upon  application  in  writing  to  Commissioner  accompanied  by 
aflBdavit  showing  certain  facts;  this  privilege  of  inspection  is  personal  and  will  be 
granted  only  to  the  stockholder.    (T.  D.  2961;  Jan.  7,  1920.) 

When  head  of  executive  department  (other  than  Treasury  Department)  or  any 
other  United  States  Government  establishment,  desires  inspection  of  return  in 
connection  with  some  matter  officially  before  him,  the  inspection  may,  in  discre- 
tion of  Secretary  of  the  Treasury,  be  permitted  upon  written  application  to  him  by 
head  of  such  department  or  other  Government  establishment,  such  application  to 
be  signed  by  such  head  and  to  show  why  inspection  is  desired,  name  and  address 
of  taxpayer  who  made  return,  and  name  and  official  designation  of  one  it  is  desired 
shall  mspect  the  return;  the  reason  submitted  for  permission  to  inspect  the  return 
shall  be  considered  by  the  Secretary  and  decision  reached  by  him  whether  reasons 
are  sufficient  to  permit  inspection.  '  (T.  D.  2961;  Jan.  7,  1920.) 

Except  as  otherwise  provided.  Commissioner  may,  in  his  discretion,  upon  written 
application  setting  forth  fully  reasons  for  request,  grant  permission  for  inspection 
of  returns;  application  will  be  considered  by  Commissioner  and  decision  reached 
by  him  whetner  applicant  has  met  conditions  imposed  by  regulations  and  whether 
reasons  advanced  for  permission  to  inspect  are  sufficient  to  permit  the  inspection; 
such  written  application  is  not  required  of  officers  and  employees  of  the  Treasury 
Department  whose  official  duties  require  inspection  of  a  return,  or  of  the  Solicitor 
of  Internal  Revenue.    (T.  D.  2961;  Jan.  7,  1920.) 

Return  of  individual  is  open  to  inspection  bv  officers  and  employees  of  Treasiury 
Department  whose  official  duties  require  such  inspection  and  by  the  Solicitor  of 
Internal  Revenue;  by  person  who  made  return,  or  by  his  duly  constituted  attorney 
in  fact;  by  administrator,  executor,  or  trustee  of  taxpayer's  estate,  or  by  duly 
constituted  attorney  in  fact  of  such  administrator,  executor,  or  trustee,  where  maker 
of  return  has  died;  and,  in  discretion  of  Commissioner,  by  one  of  the  heirs  at  law  or 
next  of  kin  of  such  deceased  person  upon  showing  that  he  has  a  material  interest 
which  will  be  affected  by  information  contained  in  return.  (T.  D.  2961;  Jan.  7, 
1920.) 

Joint  return  of  husband  and  wife  is  open  to  inspection  by  officers  and  employees 
of  Treasury  Department  whose  official  duties  require  such  inspection,  and  by  tiie 
Solicitor  ol  Internal  Revenue;  and  by  either  spouse  for  whom  return  was  made  or 
his  or  her  duly  constituted  attorney,  upon  satisfactory  evidence  of  such  relationship 
being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

Proper  officers  of  State  imposing  income  tax  are  entitled  as  of  right  upon  request 
of  its  governor  to  have  access  to  income  and  profits  tax  returns  of  corporation,  etc., 
or  to  abstract  thereof,  showing  its  name  and  income;  proper  officers  in  this  con- 
nection are  only  those  officers  of  the  State  charged  with  enforcement  of  the  State 
income  tax  law  and  who  are  to  use  the  information  gained  by  the  acceas  only  in 
connection  with  such  enforcement;  contents  of  request  or  application  of  governor, 
which  must  be  in  writing,  signed  by  him  under  tne  seal  of  nis  State,  and  be  ad- 
dressed either  to  the  Secretary  of  the  Treasury  or  to  the  Commissioner  of  Internal 
Revenue,  stated;  access  shall  be  given  only  in  the  office  of  the  Commissioner,  and 
the  officers  designated  by  the  governor  will  not  be  permitted  to  name  another  pnerson 
to  examine  the  returns  or  abstracts  for  them,  and  the  officers  designated  will  be 
given  access  only  to  returns  of  those  corporations,  etc.,  organized  and  doing  business 
in  their  State.    (T.  D,  2962;  Jan.  7,  1920.) 

INSTALI^MENTS. 

Advance  payments  of  taxes. 

Inetructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole,  of  income  and  excess  profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to 
taxpayer;  refund  of  excess  pavment;  entries  to  be  made  on  specified  forms;  inter- 
est table.  (T.  D.  2622;  Dec.  26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695; 
Apr.  11.  1918.) 
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Excise  tax. 

In  case  of  conditional  sale^  where  title  is  reserved  until  payment  of  purchase 
price  in  full,  excise  tax  imposed  by  act  of  October  3,  1917,  attaches  upon  such 
payment  or  when  title  passes  if  before  completion  of  payments.  (T.  D.  2719; 
Art.  IV. 

Income  taxes — Oroas  ixxcome. 

Where  corporation  sells  property  on  installment  plan,  title  passing  at  time  of 
sale,  gain  to  be  returned  as  income  for  year  in  which  sale  was  made,  will  be  excess 
of  contract  price  over  fair  market  price  or  value  as  of  March  1, 1913,  if  property  was 
acquired  pnor  to  that  date,  or  of  contract  price  over  cost  if  acquired  subsequent  to 
that  date.    (T.  D.  2690;  art.  116.) 

Corporation  selling  merchandise  on  installment  basis,  title  passing  to  vendee  at 
time  of  sale,  will  treat  such  contracts  as  accounts  receivable  and  as  sales  during  the 
year  at  their  face  value,  accounting  for  as  income  the  difference  between  the  cost 
and  sales  price.    (T.  D.  2690;  art.  120.) 

In  all  cases  where  inventories  are  taken  for  purpose  of  ascertaining  gain  or  loss 
resulting  from  business  of  the  year,  inventories  must  be  taken  in  accordance  with 
instructions  to  be  included  in  special  regulations  furnished  upon  application  to 
collector  of  internal  revenue.    (T.  D.  2690;  art.  120.) 

Dealers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns  on 
bafiis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lower.  (T.  D.  2609; 
Dec.  19,  1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to  legality 
of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  wiU  be  ten- 
tatively accepted.  (T.  D.  2649;  Jan.  30,  1918.  AflBrmed,  T.  D.  2744;  July  11, 
1918.) 

In  sale  or  contract  for  sale  of  personal  property  on  installment  plan,  whether  or 
not  title  remains  in  vendor  until  property  is  fully  paid  for.  income  to  be  returned 
by  vendor  will  be  that  proportion  of  each  installment  which  gross  profit  to  be  real- 
ized when  property  is  paid  for  bears  to  gross  contract  price;  if  for  any  reason  vendeo 
defaults  and  vendor  repossesses  property,  entire  amount  received  on  installment 
payments,  less  profit  originally  returned,  will  be  income  to  vendor  to  be  so  returned 
for  year  in  which  property  was  repossessed.    (T.  D.  2707;  Apr.  25, 1918.) 

Net  income. 

Where  buyer  of  property  of  corporation  sold  on  installment  plan,  title  passing 
at  time  of  sale,  forfeits  nis  contract  and  fails  to  meet  any  of  the  payments  contracted 
to  be  made,  selling  corporation  may  deduct  from  its  gross  income  as  a  loss  such  pro- 
portion of  defaulted  payments  as  was  previously  returned  as  gross  income.  (T.  D. 
2690;  art.  116.) 

There  should  be  reported  as  payments  on  policies  by  insurance  companies,  other 
than  mutuals,  but  including  mutual  life  ana  mutual  marine,  all  death,  disability, 
or  other  policy  claims  (other  than  dividends)  paid  within  year,  including  fire, 
accident,  and  liability  losses,  matured  endowments,  and  annuities,  payments  on 
installment  policies,  surrender  values,  and  all  claims  actually  paid  under  the 
terms  of  policy  contracts.    (T.  D.  2690;  art.  240.) 

INSURANCE. 
Age  of  insured. 

Tax  provided  for  by  section  504  of  the  act  of  October  3, 1917,  is  imposed  on  insur- 
ance without  regard  to  age  of  the  insured.    (T.  D.  2588;  Nov.  21,  1917.) 

Annuity  contracts. 

An  annuity  contract  is  not  taxable  as  a  policy  of  life  insurance,  since  it  does  not 
insure  a  life.    (T.  D.  2785;  Jan.  23,  1919.) 

A88ig:nnient  of  policy. 

No  stamp  tax  is  imposed  upon  power  of  attorney  in  transfer  b^  assignment,  abso- 
lute or  as  collateral  security,  of  interest  in  contract  of  insurance,  if  power  of  attorney 
grants  authority  to  do  or  perform  only  such  acts  for  or  in  behalf  of  assignor  as  are 
otherwise  vested  in  assignee.    (T.  D.  2599;  Dec.  3,  1917.) 

Brokers. 

Brokers  who  place  risks  for  clients  with  insurance  companies  are  not  subject  to 
tax  under  section  504  of  act  of  October  3,  1917,  as  tax  is  imposed  upon  companies 
iswiing  the  insurance.    (T.  D.  2588;  Nov.  21, 1917.) 
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Capital  stock  tax  on  companies. 

Farmers^  or  other  mutual  liaii,  cyclone,  or  fire  inauraiice  company  of  purely  local 
character »  income  of  which  consists  solely  of  a38easment8,  dues,  and  fees  collected 
from  members  for  sole  purpose  of  meeting  expenses,  is  exempt  from  tax  imposed 
by  section  407  of  the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D. 
2750,  art.  12;  Aug.  9,  1918.) 

The  amoimt  of  capital  invested  in  transaction  of  business  in  United  States  by 
foreign  insurance  companies  is  the  amount  of  ''surplus  due  policy  holders"  as 
shown  by  convention  form  of  report  to  State  insurance  departments;  foreign  com- 
panies are  permitted  to  state  amounts  of  surplus  due  policy  holders  as  shown  by 
report  for  last  fiscal  year,  ending  December  31,  1916,  the  only  deduction  allowed 
being  amount  of  deposits  actually  required  by  States  in  which  company  is  trans- 
acting business.    (T.  D.  2503;  June  25,  1917.) 

Domestic  insurance  companies  are  not  permitted  to  deduct  reserves  or  deposits 
maintained  or  held  in  the  United  States  for  the  protecticm  of,  or  payment  to,  or 
apportionment  among,  policyholders,  as  such  reserves  and  deposits  are  reflected 
in  the  fair  value  of  the  stock  as  computed  under  Cases  I,  II,  and  III,  Form  707. 
(T.  D.  2503;  June  25, 1917.) 

Tax  imposed  by  act  September  8, 1916,  applies  to  insuranoe  companies  organized 
under  statute  or  deriving  from  that  source  some  quality  or  benefit  not  existing  at 
common  law,  irrespective  of  whether  or  not  they  are  organized  for  profit  or  Imve 
capital  stock  represented  by  shares;  mutual  and  participating  plan  companies 
are  included,  and  mutual  protective  association  organized  unofer  statute,  whose 
only  source  of  revenue  is  assessments  paid  b}r  members  and  whose  net  income 
for  each  year  is  paid  into  reserve  fund  constituting  sole  resource  of  company,  aside 
from  current  assessments,  for  payment  of  losses,  is  insurance  company  within 
meaning  of  statute.     (T.  D.  2750,  art.  3;  Aug.  9,  1918.) 

In  ascertaining  value  of  capital  stock  for  purj>ose  of  tax,  such  deposits  and  reserve 
funds  of  insurance  companies  as  they  are  required  by  law  or  contract  to  maintain 
or  hold  for  protection  of  or  payment  to  or  apportionment  among  policy-holders 
are  to  be  omitted;  aside  from  such  legal  reserve  funds  the  capital  stock  of  mutual 
insurance  companies  consists  of  any  capital  or  surplus  or  contingent  reserves 
invested  in  real  estate  and  other  assets  or  maintained  for  the  general  use  of  the 
business.    (T.  D.  2750,  art.  8;  Aug.  9,  1918.) 

Tax  is  payable  by  every  corporation,  joint-stock  company  or  association,  or  insur- 
ance company,  now  or  hereafter  organized  for  profit  under  laws  of  any  foreign  coun- 
try and  engaged  in  business  in  the  United  States;  in  general,  same  kinds  of  com- 
panies and  associations  are  included  as  in  case  of  domestic  c(^orations,  except 
that  to  be  taxable  they  must  be  organized  under  some  statute  or  derive  from  ^lat 
source  some  quality  or  benefit  not  existing  at  the  common  law;  foreign  corporation 
is  engiaged  in  business  in  United  States  if  it  maintains  agents  or  an  ofiice  or  ware- 
house here,  or,  in  case  of  insurance  company,  writes  insurance  policies  here,  or 
in  any  other  way  enters  the  United  States  for  purpose  of  its  business.  (T.  D.  2750, 
art.  13;  Appendix  B;  Aug.  9,  1918.) 

Tax  on  foreign  corporation  is  in  all  cases  to  be  computed  on  baas  of  average 
amount  of  capital  invested  in  transaction  of  its  business  in  the  United  States  during 
the  preceding  jrear,  except  for  deduction  of  legal  reserve  funds  in  case  of  insurance 
companies;  basis  of  tax  is  accordingly  difiterent  from  that  in  case  of  domestic  cor- 
porations, which  pay  tax  measured  by  fair  value  of  their  capital  stock.  (T.  D.  2750, 
art.  14;  Appendix  B;  Aug.  9, 1918.) 

Insurance  companies  organized  under  statute,  engaged  in  business  at  any  time 
during  preceding  year  July  1,  1917,  to  June  30,  1918,  and  not  specifically  exempt 
under  section  11,  Title  I,  act  September  8,  1916,  must  file  return;  mutual  and 
participating  plan  insurance  companies  are  included.  (T.  D.  2750,  Appendix  A; 
Aug.  9,  1918.) 

Every  insurance  company,  now  or*  hereafter  organized  for  profit  imder  the  laws 
of  any  foreign  country  and  engaged  in  business  in  the  United  States,  shall  be  liable 
to  special  excise  tax  of  50  cents  for  each  full  $1,000  (less  the  proportion  of  $99,000 
as  amount  of  capital  invested  in  United  States  b^urs  to  total  amount  invested  in 
transaction  of  business  in  the  United  States  or  elsewhere)  of  capital  invested  in 
transaction  of  its  business  in  the  United  States,  except  such  companies  and  asso- 
ciations as  are  specifically  exempt  under  section  11,  Title  I,  act  September  8,  1916. 
(T.  D.  2750,  Appendix  B;  Aug.  9,  1918.) 
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Casualty  insurance. 

Caaualty  insuzance  policies  written  on  and  after  November  1, 1917,  are  taxable. 
(T.  D.  2588;  Nov.  21,  1917.) 

Date  of  accrual  of  tax. 

So  far  as  tax  imposed  by  section  50i  of  act  o<  October  3,  1917,  is  concerned » issu- 
ance of  policy  is  considered  to  be  date  when  policy  is  delivered  to  insured  or  in  any 
other  manner  becomes  a  valid  claim  and  elective  for  insurance.  (1\  D.  25S8; 
Nov.  21,  1917.) 

Excess  profits  tax. 

See  "Excess  Profits  Tax." 

Excise  tax  on  companies. 

The  words  * 'reserve  funds,"  as  used  in  act  of  Aujg:ust  5,  1909,  have  reference  to 
the  funds  ordinarily  held  as  against  the  contingent  liability  on  outstanding  policies. 
(T.  D.  2501;  June  18,  1917.    Ct.  Dec.) 

According  to  the  decision  of  the  Supreme  Court  of  the  United  States  in  tlie  case 
of  McCoach  v.  Insurance  Co.  of  North  America,  decided  at  the  October  term,  191G, 
fire  insurance  companies  are  not  required  bv  law  of  FeuDsylvania  to  hold  a  reserve 
against  impaid  losses,  within  the  meaning  of  the  act  of  August  5, 1909.  (T.  D .  2501 ; 
June  18, 1917.    Ct.  Dec.) 

Insurance  companies  owning  seciuities  taken  at  maricet  value  may  not,  under 
section  38  of  the  act  of  August  5,  1909,  deduct  from  gross  income  as  depreciation 
the  net  decrease  in  market  value  of  such  securities;  sums  due  the  United  States  are 
a  valid  offset  as  against  amount  found  due  taxpayer  in  suit  against  collector,  though 
included  therein  are  items  whidi  Commissioner  did  not  claim  to  be  due  the  United 
States  when  considering  the  return  for  assessment  purposes.  (T.  D.  2882;  July  3, 
1919.) 

Reserve  funds  required  by  rules  and  regulations  of  State  insurance  departments, 
promulgated  in  the  exercise  of  appropriate  power  conferred  by  statute,  are  reserAe 
funds  "required  by  law  **  within  meaning  of  taxing  acts.  (T.  D.  3013;  May  3, 1920. 
Ct.  Dec.) 

Premiums  jMiid  to  agents  of  insurance  company  but  not  remitted  to  company 
during  year  are  received  by  the  company  and  should  be  returned  as  part  of  its  gross 
income  for  year  in  which  jMiid  to  its  agents.     (T.  D.  3013;  May  3,  1920.     Ct.  Dec.) 

"Where  there  has  been  net  decrease  in  reserve  funds  required  to  be  maintained  })y 
insurance  company,  so  much  of  decrease  as  is  released  to  general  uses  of  the  company 
and  increases  its  free  assets  is  income  to  the  company.  (T.  D.  3013;  May  3,  1920. 
Ct.  Dec.) 

Assets  required  to  be  held  by  insurance  company  to  meet  ordinary  running 
expenses,  such  as  taxes,  salaries,  reinsurance,  and  unpaid  brokenge,  are  not  reserve 
funds  ''required  by  law"  for  purpose  of  determining  whether  there  has  been  net 
addition  to  reserve  funds  within  the  year.     (T.  D.  3013;  May  3,  1920.    Ct.  Dec. ) 

In  the  case  of  a  mutual  life  insurance  company,  transacting  business  on  the 
ievel-premium  plan,  the  Burplus  out  of  which  dividends  are  paid  in  any  year  con- 
sists of  the  ascertained  overpayments  of  premiums  for  the  preceding  year.  There- 
fore surplus  for  the  year  1909  was  received  prior  to  the  time  the  act  became  efTecti  vc 
and  dividends  paid  out  of  such  surplus  and  applied,  at  the  option  of  the  policy- 
holder, to  purchase  paid-up  additions  and  annuities  or  in  partial  payment  of  renewal 
premiums,  were  not  income  for  the  year  in  which  they  were  applied.  The  surplus 
from  prendums  out  of  which  the  dividends  for  the  year  1910  were  declared  was  a 
part  of  the  income  for  the  year  1909  and  formed  a  basis  for  taxation  for  that  year. 
(T.  D.  3057;  Aug.  16,  1920.    Ct.  Dec.) 

Premiums  due  and  deferred  and  interest  due  and  accrued  but  not  actually 
collected  in  cash  within  the  taxable  year  are  not  income  "received."  (T.  D, 
3057;  Aug.  16,  1920.    Ct.  Dec.) 

Interest  on  policy  loans,  which  by  tho  terms  of  the  contract  was  added  to  the 
principal  when  it  became  due,  does  not  constitute  income  where  it  remains  unpaid 
by  the  policyholder.     (T.  D.  3057;  Aug.  16,  1920.     Ct.  Dec.) 

Decreases  in  the  value  of  assets  of  an  insurance  company  tlirough  amortization 
of  premiums  on  bonds  are  mere  book  adjustments  and  are  not  deductible  as  an 
item  of  depreciation.    (T.  D.  3057;  Aug.  16,  1920.    Ct.  Dec) 
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EzciBe  tax  on  companies — Continued. 

The  reserve  funds,  the  net  addition  to  which  is  to  be  deducted  from  the  gross 
income  of  a  life  insurance  company  in  computing  its  net  income,  are  those  funds 
which  are  built  up  to  mature  the  policy,  ana  do  not  include  funds  reserved  because 
of  liabilities  on  supplementary  contracts  not  involving  life  contingencies  and 
canceled  policies  upon  which  a  cash-surrender  value  may  be  demanded.  (T.  D. 
3057;  Aug.  16,  1920.    Ct.  Dec.) 

The  premium  receipts  of  **every  insurance  company"  by  whatever  name  they 
are  called  are,  unless  spccificaUy  exempted  by  the  terms  of  the  taxing  statutes  in 
question,  a  part  of  such  company's  gross  income.  (T.  D.  3078;  Oct  13,  1920. 
Ct.  Dec.) 

Premium  deposits  made  in  advance  by  members  of  a  mutual  insurance  company 
to  cover  climated  los-^es  and  expenses  are,  so  long  as  the  payment  thereof  consti- 
tute-»  the  consideration  for  contract  of  insurance,  insurance  premiums  constituting 
gro38  income  of  the  company.    (T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Moneys  received  hy  way  of  interest  upon  bank  balances  and  from  investment  of 
such  portion  of  premium  deposits  as  are  not  currently  required  for  the  payment  of 
losses  and  expenses  are  profits  earned  by  an  insurance  company  subject  to  tax. 
(T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

A  corporation  organized  to  insure  its  members,  limited  to  jewelers  and  dealers  in 
goods  ordinarily  carried  in  the  jewelry  trade,  against  loss  or  damage  by  fire,  theft, 
barratry,  embezzlement,  and  transportation,  which  requires  each  member  to  deposit 
in  advance  a  definite  sum  sufficient  to  cover  estimated  losses  and  expenses  for  the 
ensuing  year,  the  balance  of  such  deposits  being  returned  to  members,  is  a  mutual 
fire  insurance  company  and  subject  to  the  taxes  imposed  by  the  act  of  August  5, 
1909.    (T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Fidelity  insurance — Stamp  tax. 

Policies  of  fidelity  insurance  are  subject  to  stamp  tax  on  bonds  imposed  by  sub- 
division 2  of  Schedule  A,  of  Title  VIll,  of  the  act  oi  October  3, 1917,  and  not  to  the 
tax  on  insurance  imposed  by  section  504  (c)  of  that  act.    (T.  D.  2704;  Apr.  23, 1918.) 

Fraternal  beneficiary  societieB — ^Exemption  from  tax. 

F'ratemal  beneficiary  society,  order,  or  association,  operating  under  lodge  system 
or  for  exclusive  benefit  of  members  of  fraternity  itself,  operating  under  lodge  system 
and  providing  for  payment  of  life,  sick,  accident,  or  otner  benefits  to  the  members 
of  such  society  or  order  or  their  dependents  is  exempt  from  tax  on  insurance.  (T.  D. 
2588;  Nov.  21,  1917.) 

Ouaranty  insurance. 

Companies  insuring  or  guaranteeing  any  loss  that  might  be  occasioned  by  reason 
of  accepting  mortgages  that  can  not  be  foreclosed  or  in  any  manner  recovered 
upon  are  subject  to  tax  under  subdivision  2  of  Schedule  A  of  Title  VIII,  of  the  act 
of  October  3,  1917,  and  not  under  paragraph  (c)  of  section  504  of  that  act.  (T.  D. 
2704;  Apr.  23,  1918.) 

Policies  of  guaranty  insurance,  including  policies  guaranteeing  titles  to  real 
estate  and  mortgage  guaranty  policies,  are  subject  to  stamp  tax  on  bonds  imposed 
by  subdivision  2  of  Schedule  A,  of  Title  VIII,  of  the  act  of  October  3, 1917,  and  not 
to  the  tax  on  insurance  imposed  by  section  504  (c)  of  that  act.  (T.  D.  2704;  Apr. 
23,  1918.) 

Income  taxes. 

See  "Income  Taxes  (Corporations)";  "Income  Taxes  (Individuals)." 

Mutual  fire  companies — Exemption  from  tax. 

If  mutual  fire  companies  are  exempt  under  the  income-tax  law,  no  tax  is  imposed 
by  act  of  October  3,  1917.     (T.  D.  2588;  Nov.  21,  1917.) 

MutucU  protective  associations. 

Associations  composed  of  employed  or  others  who  band  themselves  together  for 
mutual  protection  in  issuing  life  and  casualty  insurance,  are  subject  to  tax  imder 
paragraph  (c)  of  section  504  of  act  of  October  3,  1917,  unless  exempted  under  para- 
graph (d)  of  such  section.    (T.  D.  2588;  Nov.  21,  1917.) 

Mutual  tornado  companies — Exemption  from  tax. 

If  mutual  tornado  insurance  companies  are  exempt  under  the  income-tax  law,  no 
tax  is  imposed  by  act  of  October  3,  1917.    (T.  D.  2588;  Nov.  21,  1917.) 
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Premiums  as  basis  for  computation  of  tax.- 

Tax  provided  for  by  section  504  of  act  of  October  3, 1917,  is  in^poeed  on  premium 
charged,  each  separate  premium  collected  to  be  regarded  as  a  separate  item  for  the 
computation  of  tiie  tax  and  not  on  the  gross  premiums  collected  Tor  any  one  month. 
(T.D.  2588;  Nov.  21, 1917.) 

Promissory  notes — Stamp  tax. 

Policy  loan  and  premium  extension  agreements  are  not  promissory  notes  as 
contemplated  by  law  so  as  to  be  liable  for  stamp  tax.    (T.  D.  2599;  Doc.  3, 1917.) 

Beinsurance. 

Tax  imposed  by  section  504  of  act  of  October  ^  1917,  does  not  apply  to  amounts 
paid  on  policies  of  reinsurance;  consequently,  where  insurance  company  reinsures 
risks  of  another  company  transaction  is  termed  reinsurance  and  is  not  taxable; 
reinsurance  is  regarded  as  that  insurance  taken  b^  a  company  which  has  over- 
insured  and  obtains  another  company  to  underwrite  it  for  part  of  the  liability 
(T.  D.  2588;  Nov.  21,  1917.) 

Besldenee  of  insured. 

Tax  imposed  by  section  504  of  act  ot  October  3, 1017,  accrued  on  insurance  poli- 
cies issued  within  United  States  irrespective  of  residence  of  insured.  (T.  D.  2588; 
Nov.  21,  1917.) 

Betums. 

Return  for  tax  on  insurance  majr  be  filed  either  direct  from  home  ofl5<ie  or  by 
State  superintendent,  where  such  is  appointed  or  employed,  single  reports,  pre- 
pared by  home  offices,  being  preferred;  local  insurance  agents  not  required  to  make 
returns,  nor  are  returns  showing  name  and  address  of  each  person  to  whom  an  in- 
demnity is  paid  required;  permission  to  be  granted  to  take  credit  in  subsequent 
month's  report  for  any  overpayment  of  tax  for  prior  month.  (T.  D.  2588;  Nov.  21, 
1917.) 

8ez  of  insured. 

Tax  provided  for  by  section  504  of  the  act  of  October  3,  1917,  is  imposed  on  insur- 
ance without  regard  to  sex  of  the  insured.    (T.  D.  2588;  Nov.  21, 1917.) 

Stamp  taxes  on  policies. 

Policies  of  guaranty  and  fidelity  insurance,  including  policies  guaranteeing  titles 
to  real  estate  and  mortgage  guaranty  policies,  are  subject  to  stamp  tax  on  bonds 
and  not  to  tax  on  insurance.    (T.  D.  2704;  Apr.  23,  1918.) 

Policy  loan  and  premium  extension  agreements  are  not  promissory  notes  as 
contemplated  by  law  so  as  to  be  liable  for  stamp  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

Merely  incidental  profit  earned  by  way  of  interest  on  its  invested  safety  funds  or 
on  its  bank  balances  does  not  change  purely  mutual  character  of  company  or  indi- 
cate that  its  business,  though  thus  earning  a  profit,  is  "carried  on  for  profit/'  so  as 
to  require  stamping  of  policies  under  act  October  22,  1914.  (T.  D.  2743;  July  2, 
1918.    Ot.  Dec.) 

Title  insurance. 

Policies  of  guaranty  insurance,  including  policies  guaranteeing  titles  to  real 
estate  and  mortgage  guaranty  policies,  are  subject  to  stamp  tax  on  bonds  imposed 
by  subdivision  2  of  Schedule  A,  of  Title  VIII,  of  the  act  of  October  3,  1917,  and  not 
to  the  tax  on  insurance  imposed  by  section  504  (c)  of  that  act.  (T.  D.  2704;  Apr. 
23,  1918.) 

War  risk  insurance. 

Tax  imposed  by  section  504  of  the  act  of  October  3, 1917,  does  not  apply  to  soldiers' 
and  sailors'  insurance  written  by  the  War  Risk  Insurance  Bureau;  the  act  clearly 
contemplates  that  the  tax  shall  be  paid  by  the  insurer  and  not  by  the  insured;  not 
only  is  it  impossible  in  absence  of  express  provision  to  contrary  to  infer  that  the 
United  States  intended  to  tax  itself,  but  section  505  of  the  act  ob\'iou8ly  limits  the 
application  of  the  tax  to  persons,  corporations,  partnerships,  and  associations,  in 
none  of  which  classes  is  the  United  vStates  included.    (T.  D.  2563;  Oct.  23,  1917.) 
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XNTANGSLE  PBOFERTY. 

Definition. 

The  term  "other  intangible  property,"  as  used  in  section  207  of  the  act  of  October 
3, 1917,  means  jMoperty  of  character  snnilar  to  good  will,  trade-marks^  and  the  other 
specific  kinds  of  property  ennmerated  in  the  same  clause.    (T.  D.  2fi94;  art.  47.) 

INTEREST. 

Advance  payments  by  taxpayer. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole,  of  income  and  excess-profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to  tax- 
payer; refund  of  excess  payment;  entries  to  be  made  on  specified  Forms;  interest 
table.  (T.  D.  2622;  Dec.  26,  1917.  T.  D.  2674;  Mar.  18,  1918.  T.  D.  2695;  Apr. 
11,  1918.) 


CertificateB  of  indebtedne 

(collectors  du'ected  to  receive  United  States  certificates  of  indebtedness,  maturing 
June  25,  1918.  at  par  and  accrued  interest,  in  payment  of  income  and  excess  profits 
taxes,  when  payable  at  or  before  maturity  of  certificates;  amount  of  such  certificates 
must  not  exceed  amount  of  taxes  due ;  deposits  of  such  certificates  to  be  made  in  Fed- 
eral reserve  banks  of  districts  in  which  collectors'  offices  are  k>cated;  insurance, 
whore  amounts  are  transmitted  by  registered  mail;  until  certificates  of  d^>osite  are 
received  from  banks  amounts  must  be  carried  as  "cash  on  hand  " ;  schedule  showing 
amount  of  accrued  interest  payable  per  certificate  of  each  issue  on  any  date  from 
Januyy  2  to  June  25,  1018.    (T.  D.  2639;  Jan.  28, 1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  United  States  cer- 
tificatos  of  indebtedness,  receivable  in  payment  of  income  and  excess  profits  taxes, 
on  any  day  from  February  15, 1918,  to  June  25,  1918.    (T.  D.  2656;  Feb.  15, 1918.) 

CV)llectorB  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
March  16,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15  to  June  25,  1918.     (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
April  15,  1918,  maturing  June  25,  1918,  at  par  and  accnied  interest,  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  before  maturity  of  certificates; 
schedule  showing  exact  amount  of  accrued  interest  on  any  dav  from  April  15  to 
June  25,  1918.     (T.  D.  2703;  Apr.  23,  1918.) 

Coiiectora  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15, 1918,  and  maturing  June  25, 1918,  at  par  and  accrued  interest  in  payment  of 
income  and  excess  profits  taxes  when  payable  at  or  bef<»'e  matority  of  certificates; 
schedules  showing  the  exact  amount  of  accnied  interest  pavable  on  any  day  from 
May  15  to  June  25,  1918.    (T.  D.  2718;  May  28,  1918.) 

Colleci(»s  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15, 1918,  and  maturing  June  25, 1918,  at  par  and  accrued  interest  in  payment  of 
income  and  excess  profits  taxes  when  pay'able  at  or  before  maturity  of  certificates; 
schedules  showing  the  exact  amount  of  accrued  interest  pavable  on  any  day  from 
May  15  to  June  25,  1918.     (T.  D.  2718;  May  28,  1918.) 

Unmatured  coupons  attached  to  certificates  of  indebtedness  of  Tax  Series  of  1919, 
dated  August  20,  1918,  and  maturing  July  15,  1919,  and  of  Series  T,  dated  Novem- 
ber 7,  1918,  and  maturing  March  15,  1919,  must  be  stamped  "Paid";  coupons 
maturing  on  or  before  date  tax  is  due  must  be  detached  by  taxpayer  and  collected, 
but  all  other  coupons  must  be  attached  to  certificate  and  forwarded  to  Federal 
reserve  banks;  accnied  interest  to  date  income  or  profits  taxes  are  duo  not  covered 
by  coupons  attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay  interest 
on  such  certificates  nor  accept  them  for  an  amount  other  or  greater  than  their  face 
value.     (T.  D.  2778;  Dec.  11,  1918.) 

Estate  tax — Corporate  bonds. 

Actual  interest  on  bonds  owned  by  decedent  accrued  to  day  of  death  must  be 
returned  as  a  portion  of  the  gross  estate.    (T.  D.  2483;  Apr.  20,  1917.) 

Excess  profi.ts  taxes. 

Interest  paid  within  the  year  on  indebtedness  incurred  for  purchase  of  Liberty  4 

per  cent  bonds  may  bo  deducted  in  computing  net  income  subject  to  income  sur- 
taxes and  excess-profits  taxes;  in  case  of  corporations  this  is  subject  to  limitations 
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Excess  profits  taxes— Continued, 
impoaed  by  law  on  amount  of  indebtedness,  interest  on  which  may  be  deducted. 
(T.  D.  2541;  Oct.  20, 1917.) 

In  computing  net  income  partnership  will  be  allowed  to  deduct  amounts  paid 
during  year  to  individual  partner  as  interest  upon  any  bona  fide  loan,  but  no  deduc- 
tion for  so-called  interest  upon  capital  will  be  recognised.  (T.  D.  2613;  Dec.  20, 
1917.) 

Excise  taxes. 

The  case  of  Altheimcr  and  Rawlings  Investment  Co.  v.  Alien  holds  that  a  corpora- 
tion which  did  a  brokerage  businesd  and  bot^ht  securities  for  customers  who  paid 
only  part  of  the  price,  paying  interest  on  balances,  corporation  also  paying  for  securi- 
ties purchased  only  part  of  the  price  and  paying  interest  on  balances,  including  in 
return  of  gross  income  difference  between  interest  received  and  interest  paid,  made 
incorrect  return;  interest  received  by  corporation  from  its  customers  should  be 
included  in  gross  income  and  interest  paid  by  the  corporation  on  said  purchases  is 
allowable  as  interest  payable  on  its  bonded  or  other  indebtedness;  in  aetermining 
net  income  interest  can  be  deducted  only  to  an  amount  not  exceeding  the  paid-up 
capital  stock  outstanding_at  close  of  the  year.  (T.  D.  2441;  Feb.  8,  1917.  T.  D. 
2686;  Apr.  1, 1918.    Ct.  Decs.) 

According  to  the  ca^e  of  Boston  Terminal  Co.  v.  Gill,  decided  by  the  Circuit  Court 
of  Appeals  on  October  25, 1917,  interest  on  bonds  or  other  indebtedness  is  an  allow- 
able aeduction  from  gross  income  only  to  the  amount  paid  upon  bonded  or  other 
indebtedness  not  exceeding  the  corporation's  paid-up  capital  stock.  (T.  D.  2671; 
Mar.  11,  1918.    Ct.  Dec.) 

Sale  of  stock  of  another  corporation  resulted  in  gain  or  profit  to  extent  of  difference 
between  buying  and  selling  prices,  there  being  no  merit  in  contention  that  interest 
should  be  added  to  purchase  price  in  order  to  ascertain  its  cost,  and  so  much  of 
profits  as  may  be  deemed  to  have  accrued  subsequent  to  December  31,  1908,  must 
be  treated  as  part  of  gross  income.    (T.  D.  2724;  June  4, 1918.    Ct.  Dec.) 

In  ascertaining  net  income  of  a  corporation  under  section  38  of  the  act  of  August 
5,  1909,  which  has  taken  title  to  real  property  subject  to  mortgage,  but  lias  not 
assumed  indebtedness  secured  thereby,  interest  paid  on  indeotedness  may  bo 
deducted  as  payments  required  to  be  made  as  condition  to  continued  use  or  pos- 
Bes»on  of  the  property.     (T.  D.  2787;  Jan.  31,  1919.) 

Interest  paid  by  corporation  on  sum  representing  premiums  received  from  sale 
of  its  stock  can  not  be  deducted  in  ascertaining  net  income  subject  to  tax  under 
Bcrtion  38  of  the  act  of  August  5, 1909.     (T.  D.  28S0;  July  3, 1919.) 

Where  corx)oration  sold  Ixmds  at  discount  during  1906, 1907,  and  1908,  no  deduc- 
tion from  gross  income  for  years  1909,  1910,  and  1911,  oi  sums  set  aside  by  corpoEa- 
tion  to  pav  such  discount  at  maturitv  of  bonds  is  permitted.  (T.  D.  2944;  Nov.  8, 
1919.    Ct.*  Dec.) 

Indebtedness  upon  which  interest  may  be  taken  as  a  deduction  under  the  act  of 
August  5, 1909,  can  not  be  greater  than  par  value  of  capital  stock  paid  up  and  out- 
standing; in  computing  paid-up  capital  stock,  a  surplus  created  oy  payirg  a  pre- 
mium on  capital  stock  subscribed  for  can  not  be  added  in  determining  indebtedness 
upon  which  interest  may  be  deducted.     (T.  D.  3004;  Apr.  21, 1920.    Ct.  Dec.) 

Statement  of  classes  of  claims  for  credit  of  sales  taxos  or  penalties  and  inter^t 
which  may  be  made  by  collectors  on  subsequent  return  where  claim  for  refund  or 
abatement  has  not  been  filed  by  individual  taxpayer.    (T.  D.  3016;  May  3,  1920.) 

Claims  for  refund  or  abatement  of  sales  taxes  or  penalties  pnd  interest  other 
than  those  specified  in  this  Treasury  Decision  must  be  made  by  individual  tax- 
payer on  Form  46  or  47,  respectively,  except  in  specific  instances  where  collector 
may  be  given  authority  by  the  Bureau  to  use  Form  751  or  blanket  Form  47.  (T.  D. 
3016;  May  3, 1920.) 

Interest  which  accrued  prior  to  1909  and  wblb  paid  in  1911  wrs  not  income  within 
the  act  of  August  5,  1909.     (T.  D.  3048;  July  26,  1920.) 

Moneys  received  hy  way  of  interest  upon  bank  balances  and  from  investment  of 
such  portion  of  premium  deposits  as  are  not  currently  required  for  the  payment  of 
losses  and  expenses  are  profits  earned  by  an  insurance  company  subject  to  tax. 
(T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

Premiums  due  and  deferred  and  interest  due  and  accrued  but  not  actually 
collected  in  cash  within  the  taxable  year  are  not  income  *' received."  (T.  D. 
3057;  Aug.  16,  1920.    Ct  Dec.) 
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Excise  taxes — Continued. 

Interest  on  policy  loans,  which  by  the  terms  of  the  contract  was  added  to  the 
principal  when  it  became  due,  does  not  constitute  income  where  it  remains  unpaid 
by  the  policyholder.    (T.  D.  3057;  Aug.  16,  1920.    Ct.  Dec.) 

InGome  taxes — ^Exemptions. 

Interest  on  State,  municipal  and  United  States  bonds  received  by  corporations  is 
not  taxable  to  the  corporation;  upon  amalgamation  with  other  funds  of  corporation 
such  income  loses  its  identity;  when  distributed  to  stockholdejs  as  a  dividend, 
entire  amount  of  dividend  is  subject  to  inclusion  in  returns  of  income  for  purposes  oi 
tax;  foregoing  holds  true  for  scrip  payment  of  interest.    (T.  D.  2690;  art.  4.) 

Interest  on  obligations  of  a  State  or  any  political  subdivision  thereof,  or  on  obli- 
gations of  the  United  States  (but,  in  case  of  obligations  issued  after  Sept.  1,  1917, 
only  if  and  to  extent  provided  in  act  authorizing  issue  thereof),  or  its  possessions  or 
on  securities  issued  under  provisions  of  Federal  farm  loan  act  of  July  17, 1916,  shall 
not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Section  1200  of  the  act  of  October  3,  1917,  so  amends  section  4  of  the  act  of  Sep- 
tember 8,  1916,  as  to  exempt  interest  on  obligations  of  United  States  issued  after 
September  1,  1917,  only  if  and  to  extent  provided  in  act  authorizing  their  issue; 
income  from  bonds  and  certificates  issued  under  the  act  of  September  24,  1917,  is 
exempt  from  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  corporations 
by  section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax  imposed 
by  section  10  of  Title  I  of  the  act  of  September  8,  1916,  as  amended.  (T.  D.  2690; 
art.  85.) 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corporations, 
includes  interest  received  on  bonds,  notes,  or  other  interest-bearing  obligations  of 
residents,  corporate  or  otherwise.    (T.  D.  2690;  art.  89.) 

Interest  recived  on  all  United  States  bonds  and  certificates  exempt  from  normal 
income  tax  need  not  be  included  in  gross  income  in  return  made  for  purpose  of  the 
2  per  cent  tax  or  the  4  per  cent  tax,  but  interest  on  bonds  and  certificates  issued 
under  the  a?t  of  September  24, 1917,  in  excess  of  interest  on  $5,000  aggregate  princi- 
pal amount  of  such  bonds  and  certificates  must  be  included  in  net  income  upon 
which  war  excess-profits  tax  h  computed.    (T.  D.  2690;  art.  100.) 

All  interest  received  on  obligations  of  United  States  or  its  possessions  or  on  obliga- 
tions of  a  State,  or  any  political  subdivisior  thereof,  should  be  eliminated  in  ascer- 
taining gross  income;  accrued  interest  on  bonds  purchased  must  not  be  included 
in  amount  eliminated  from  gross  income;  in  case  of  obligations  of  United  States 
issued  alter  September  1, 1917,  income  therefrom  is  exempt  from  tax  only  to  extent 
provided  in  tne  act  authorizing  their  issue,  and  income  from  such  obligations 
received  by  insurance  companies  is  exempt  irom  2  per  cent  and  4  per  cent  tax, 
(T.  D.  2690;  art.  239.) 

Interest  upon  obligations  of  State  or  any  political  suddivision  thereof  is  exempt; 
obligations  issued  for  public  purpose  by  or  on  behalf  of  State  or  duly  organized 
political  8ubdi\dsion  a<^ting  by  constituted  authorities  duly  empowered  to  issue  such 
obligations  are  obligations  of  a  State  or  political  subdivision  diereof.  (T.  D.  2715; 
May  20, 1918.) 

When  income  as  such  is  taxable  to  beneficiaries,  as  in  case,  under  present  income 
tax  law,  of  trust  income  of  which  is  to  be  distributed  annually  or  regularly  between 
existing  beneficiaries  each  beneficiary  is  regarded  as  owner  of  proportionate  part 
of  bonds  held  in  trust,  and  subscription  by  trustee  for  bonds  of  Fourth  Liberty 
Loan  constitutes  each  beneficiary  an  original  subscriber  for  his  proportionate  part 
and  entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  issues, 
whether  owned  by  beneficiary  or  by  trustee,  and  subscription  by  such  beneficiary 
for  bonds  of  Fourth  Liberty  Loan  entitles  him  to  collateral  exemption  of  interest 
on  bonds  of  previous  issues  held  by  trustee.     (T.  D.  2762;  Oct.  18,  1918.) 

When  income  is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law, 
of  a  trust  income  of  which  is  accumulated  for  benefit  of  unborn  or  unascertained 
persons,  trustee  is  regarded  as  owner  of  all  bonds  held  in  trust  and  the  trust  is 
entitled  to  exemption  on  account  of  such  ownership;  in  such  case  subscription 
by  trustee  for  bonds  of  Fourth  Liberty  Loan  constitutes  trustee  as  such  the  orig:inal 
subscriber  and  entitles  the  trust,  on  account  of  such  subscription,  to  collateral 
exemption  of  interest  on  bonds  of  previous  issues.     (T.  D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  individual  partners,  as  under  present 
income  tax  law,  each  partner  is  treated  as  owner  of  proportionate  part  of  Liberty 
loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such 
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ownership  as  if  such  partner  owned  such  proportionate  part  of  bonds  directly. 
(T.  D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess  profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  loan  bonds  held 
by  it  and  entitled  to  exemption  from  taxes  assessed  upon  income  of  partnership 
as  such.     (T.  D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  partnership 
income,  such  partner,  if  partner  at  time  of  original  subscription  by  partnership  for 
bonds  of  Fourth  Libertjr  Loan,  is  treated  as  original  subscriber  for  proportionate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T. 
D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partnership  income  as  a  whole, 
such  partnership  is  original  subscriber  and  entitled  to  collateral  exemption  of  interest 
on  Liberty  bonds  of  previous  issues  on  account  of  such  original  subscription  for 
bonds  of  Fourth  Liberty  Loan.     (T.  D.  2762;  Oct.  18,  1918.) 

In  determining  amount  of  net  income  of  taxable  year  "remaining  undistributed" 
nix  months  after  its  close,  and  not  "invested  and  employed  in  the  ousiness,''  tbere 
may  in  gneral  be  subtracted  the  amount  of  any  interest  paid  by  corporation  but 
not  allowed  to  be  deducted  for  income  tax  purposes.    (T.  D.  2763;  Oct.  21,  1918.) 

Corporation,  and  not  stockholders,  is  regarded  as  owner  of  Liberty  loan  bonda 
held  by  a  coiporation  and  entitled  to  exemption  on  account  of  such  ownership; 
when  bonds  of  Foiu-th  Liberty  Loan  are  subscribed  for  by  corporation  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  of  interest 
on  bonds  of  previous  issues  on  account  of  such  original  subscription.  (T.  D.  2762, 
Oct.  18,  1918.) 

Oross  income. 

Interest  accrued  to  time  of  purchase  of  bonds  (advanced  by  purchaser)  is  not  to  be 
accounted  for  as  income  by  purchaser;  only  amount  of  interest  assignable  to  por- 
tion of  interest  paid  subsequent  to  purchase  has  status  of  income,  and  amount  of 
accrued  interest  so  advanced  by  purchaser  is  taxable  income  to  be  accounted  for  in 
return  of  vendor;  coupons  from  bonds  for  interest  thereon,  exchanged  for  other 
bonds,  are  ecmivalent  of  payment  of  interest  coupons  and  purchase  of  new  bonds 
with  cash.     (T.  D.  2690;  art.  4.) 

^ATierever  income  of  individual  is  from  tax-exempt  bonds,  and  amount  of  income 
other  than  that  from  tax-exempt  securities  is  less  than  amount  of  income  for  which 
return  is  required,  no  return  is  to  be  made;  interest  from  securities  exempt  under 
section  4  of  the  law  is  not  to  be  included  in  returns.     (T.  D.  2690;  art.  26.) 

Interest  received  on  bonds  held,  whether  guaranteed  to  be  tax-free  or  not,  must 
be  include<l  in  income  and  must  be  accounted  for  in  return  of  annual  net  income; 
matter  of  complying  with  covenant  of  bond  is  matter  to  be  adjusted  between  debtor 
corporation  and  the  bondholder.     (T.  D.  2690;  art.  122.)    " 

Mone3r8  received  by  way  of  interest  upon  bank  balances  and  from  investment 
of  such  portion  of  premium  deposits  as  are  not  currently  required  for  the  payment 
of  losses  and  expenses  are  pronts  earned  by  an  insmnnce  company  subject  to  tax* 
(T.  D.  3078;  Oct.  13,  1920.    Ct.  Dec.) 

^•—  Information  at  source. 

Interest  accrued  on  bank  deposits  before  it  has  been  passed  to  the  credit  of  the  in- 
dividual depositor  need  not  be  reported.    (T.  D.  2670;  Mar.  11,  1918.) 

Every  person,  corporation,  etc.,  paying  interest  of  $800  or  more  in  any  taxable 
year,  or,  in  case  of  such  payment  made  by  the  United  States,  the  officers  or  em- 
JF>loyees  of  the  United  States  having  information  as  to  such  payments  authorized  and 
required  to  render  due  and  accurate  return,  setting  forth  the  amount  of  such  interest 
and  the  name  and  address  of  the  recipients  thered.    (T.  D.  2690;  art.  34.) 

Requirements  for  information  at  source  do  not  apply  to  payment  of  interest  on 
obligations  of  the  United  States.    (T.  D.  2690;  art.  37.) 

Owners  of  bonds  of  domestic  and  resident  corporations  shall,  when  presenting  in- 
terest coupons  for  payment,  file  certificate  of  ownership  for  each  issue  of  bonds  show- 
ing name  and  adaress  of  debtor  corporation,  name  and  address  of  owner  of  bonds, 
whether  payee  is  married  or  head  of  a  family,  and  amount  of  interest.  (T.  D.  2690; 
art.  43.) 
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Income  taxeft— Continued. 

-^  Infoimfttion  at  source— Continued. 

Returns  of  infonnation  required,  regardless  of  amount^  in  case  of  payments  of  in- 
terest upon  bonds,  mortgages^  or  deeds  of  trust,  or  other  sunilar  obliffations  of  domee- 
tic  or  resident  corporationfi,  joint-stock  companies,  associations,  and  insurance  com- 
panies, and  in  the  case  of  foreign  items;  original  owaership  certificates,  when  duly 
filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D.  2769;  Oct. 
2,  1918.) 

The  term  ''foreign  item,"  as  used  in  article  35  of  Regulations  No.  33,  Revised, 
means  anv  dividend  upon  stock  of  foreign  corporation  or  any  item  of  interest  upon 
bonds  of  foreign  countnes  or  foreign  corporations,  whether  such  dividend  or  interest 
is  paid  in  the  United  States  or  by  check  drawn  on  a  domestic  bank.  (T.  D.  2759; 
Oct.  2,  1918.) 

Wherever  a  foreign  country  or  foreign  corporation  issuing  bonds  has  appointed  a 
paying  agent  in  this  country,  charged  with  duty  of  paying  interest  upon  such  bonds, 
such  agent  shall  be  source  of  information;  if  such  country  or  corporation  has  no  such 
agent  then  last  bank  or  collectino|  agent  in  this  country  shall  be  source  of  information ; 
in  case  of  dividends  on  stock  of  foreign  corporation,  first  bank  or  collecting  agent 
accepting  such  item  for  collection  shall  be  source  of  information.  (T.  D.  2759; 
Oct.  2,  1918.) 

Banks  or  agents  collecting  foreign  items  reauired  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  en^e  in  such  Dusiness  and  are  subject  to  such  regu- 
lations for  furnishing  of  information  as  the  Commissioner,  with  approval  of  Secre- 
tary of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  by  failure  to  obtain 
such  license.     (T.  D.  2759;  Oct.  2,  1918.) 

Foreiirn  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  indorsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
givin?  all  information  called  for  by  such  certificate;  where  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  ownership  certificate 
and  indors?  on  item  the  words  "Certificate  attached  and  information  lurBished," 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Oomnussioner  of  Internal  Revenue 
(Sorrinz  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following 
that  during?  which  items  were  accepted,  accompanied  by  letter  of  transmittal, 
showing  number  of  certificates  and  aggregate  amount  of  foreign  items  disclosea 
thereon.     (T.  D.  2759;  Oct.  2,  1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
accompany  coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent, 
then  to  last  bank  or  collecting  agent  handling  item  in  this  country;  when  more  than 
one  coupon  of  same  matiuity  is  received  at  one  time  from  same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  prop- 
erly indorsed,  certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Inter- 
nal Revenue  (Sorting  Division),  W^ashington,  D.  C,  on  or  before  20th  day  of  month 
following  that  during  which  items  were  accepted,  accompanied  by  letter  of  trans- 
mittal, showing  number  of  certificates  and  aggregate  amount  of  foreign  items  dis- 
closed thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

The  term  **  foreign  corporation,"  as  used  in  article  35  of  Regulations  No.  33,  Re- 
vised, means  one  not  organized  and  existing  imder  the  laws  of  the  United  States  or 
of  any  State  or  Territory  thereof,  or  of  the  District  of  Columbia,  Porto  Rico,  or  the 
Philippine  Islands.    (T.  D.  2759;  Oct.  2,  1918.) 

— — License  of  collecting  agent. 

All  persons,  corporations,  etc.,  imdertaking  as  matter  of  business  or  for  profit,  col- 
lection of  foreign  pavments  of  interest  on  dividends  by  means  of  coupons,  checks,  or 
bills  of  exchsmge,  shall  obtain  license  from  Commissioner  of  IntemiJ  Revenue,  as 
prescribed  by  section  9  (b)  of  the  act  of  September  8, 1916^  as  amended;  such  licensee 
shall  write  or  stamp  on  the  fiace  of  the  item:  ''Information  obtained  and  furnished 
by (name  of  collecting  agent).    (T.  D.  2690;  art.  48.) 

Banks  or  agencies  collecting  foreign  items  required  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  business,  and  are  subject  to  such  ref- 
lations for  furnishing  of  information  as  Commissioner  of  Internal  Revenue,  with 
approval  of  the  Secretary  of  the  Treasury,  shall  prescribe,  and  to  penalties  pre- 
scnbed  for  failure  to  obtain  such  license;  blank  application  for  license  may  be- 
obtained  from  any  collector  of  intemal  revenue.  Uc^mse  to  be  issued  without  cost. 
(T.  D.  2759;  Oct.  2, 1918.) 
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Xneome  taxes— Continued. 
Net  income. 

Oorporatiozifl  and  joint-stock  companies  or  aanciations,  and  insniance  companies, 
keeping  books  of  account  on  an  accrual  basis,  may  deduct  from  gross  income,  in  re- 
turns of  annual  net  income,  accrued  interest  for  the  return  year  within  limits 
prescribed  by  taxingacts  when  shown  as  a  chaige  against  accrued  income  upon  the 
books  of  account.    (T.  D.  2625;  Dec.  17,  1917.) 

Where  it  is  clearly  established  that  debtor  corporation  has  actually  withheld  and 
paid  to  proper  officer  of  the  United  States  the  tax  on  interest  on  bonds  containing 
tax-free  covenant,  recipient,  having  returned  such  interest  as  income,  may  take 
credit  against  any  tax  to  which  subject  on  the  basis  of  the  return,  for  tax  so  paid  by 
debtor  corporation.    (T.  D.  2690;  art.  122.) 

Under  parag[raph  third  of  section  12  of  income-tax  act  maTimnm  principal  upon 
which  daluctible  interest  may  be  computed  is  amount  of  paid-up  capital  et^x^k 
plus  one-half  of  interest-bearing  indebtedness  outstanding  at  close  of  year;  amount 
of  interest  thus  computed  at  contract  rate,  if  actually  paid  within  year,  may  be 
deducted,  or  if  accounts  are  kept  on  basis  other  than  actual  receipts  and  disburse- 
ments, amount  of  interest  actually  accrued  at  contract  rate,  if  computed  on  amount 
not  in  excess  of  maximum  principal,  may  be  deducted,  provided  it  is  so  entered  on 
books  as  to  constitute  liability  against  assets,  and  provided  it  does  not  include  inter- 
est on  indebtedness  incurred  In  purchase  of  securities,  income  from  which  is  not 
subject  to  tax:  in  ascertaininfi;  maximum  principal,  preferred  stock  will  be  con- 
sidered as  paid-up  capital  stock  and  not  as  indebtedness.    (T.  D.  2690;  art.  180.) 

Full  value  of  stock  as  represented  by  par  value  of  shares  issued  and  outstandinff 
is  regarded  as  paid-up  capital  stock,  except  when  assessable  on  account  of  deferred 
pavments  or  when  payable  in  installments,  in  which  case  amount  actually  paid 
will  constitute  actual  paid-up  stock;  where  stock  is  issued  without  par  or  nominal 
value,  paid-up  capital  stock  for  purpose  of  arriving  at  maximum  principal  will  be 
amount  of  cash  paid  into  corporation  or  cash  value  at  time  acquired  of  property 
given  in  exchange  for  such  stock;  when  there  is  no  capital  stock  entire  amount  of 
capital  (not  including  interest-bearing  indebtedness)  employed  in  business  plus 
one-half  of  interest-bearing  indebtedness  outstanding  at  close  of  year,  constitutes 
maximum  principal  upon  which  deductible  interest  can  be  computed.  (T.  D. 
2690;  art.  181.) 

Capital  employed  in  business,  constituting  one  of  the  elements  in  computing 
allowable  interest  deductions,  contemplates  entire  capital  paid  in  by  members  of 
company,  includinof  so  much  of  accumulated  surplus  as  is  actually  used  and  em- 
ployed in  the  business  and  properties  of  corporation,  but  does  not  include  any 
Dorrowed  capital  or  interest-beanng  indebtedness.    (T.  D.  2690;  art.  181.) 

Indebtedness  which  is  to  be  reported  in  return  for  purpose  of  determining  maxi- 
mum principal  upon  which  interest  deduction  is  to  be  computed  shall  not  include 
noninterest-oearing  indebtedness.    (T.  D.  2690;  art.  182.) 

Where  no  indebtedness  is  outstanding  at  close  of  year,  maximum  deduction 
allowable  will  be  amount  of  interest  paid  on  amount  of  indebtedness  (other  than 
indebtedness  incurred  in  purchase  of  securities,  income  from  which  is  exempt 
from  tax)  not  exceeding  at  any  time  within  year  entire  paid-up  capital  stock  or 
capital  employed  in  business  outstanding  at  close  of  taxable  year.  (T.  D.  2690; 
art.  182.) 

The  qualifying  phrase,  "outstanding  at  the  close  of  the  year,"  as  used  in  para- 
graph third  of  section  12  of  the  income-tax  act,  applies  to  paid-up  capital  stock  or 
capital  invested  and  interest-bearing  indebtedness,  which  indebtedness,  Uke  the 
paid-up  capital  stock  or  capital  invested,  is  required  to  be  reported  in  making 
return  of  annual  net  income,  as  outstanding  at  close  of  year;  from  amount  of  invest- 
ment to  be  so  reported  there  must  be  eUimnated  all  indebtedness  incurred  in  pur- 
chase of  securities  income  from  which  is  not  subject  to  tax.    (T.  D.  2690;  art.  182.) 

Interest  on  bonded  or  other  indebtedness  bearing  different  rates  of  interest  may 
be  deducted  &om  gross  income  during  year,  provided  aggregate  amount  of  indebt- 
edness on  which  interest  is  paid  does  not  exceed  limit  prescribed  by  law  and  in 
case  indebtedness  is  not  in  excess  of  amount  on  which  deductible  interest  may  be 
legally  computed;  in  such  case  indebtedness  bearing  highest  rate  may  be  first 
considered  in  computing  interest  deduction,  and  balance,  if  any,  will  be  computed 
on  indebtedness  bearing  next  lower  rate,  and  so  on  until  interest  on  maximum 
principal  allowed  has  been  computed.    (T.  D.  2690;  art.  183.) 

Corporations  owning  property  such  as  office  buildings,  hotels,  apartment  houses, 
etc.,  which  are  not  for  sistle  in  ordinary  business  of  coiporation,  but  are  held  prima- 
rily  for  investment  purposes  or  as  a  means  by  which  business  of  corporation  is  car- 
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ried  on,  and  which  are  pledged  as  security  lor  mortigaffed  notes  or  bonds  iip<»i  which 
intereet  is  paid,  can  not  deduct  such  interest  under  aeduction  for  expense  of  main- 
tenance and  operation,  but  shall  include  such  int^est  payments,  subject  to  the 
limitation  of  the  law,  under  reig^ular  interest  deductions.    (T.  D.  2690;  art.  184.) 

So-called  interest  on  preferred  stock,  which  is  in  reality  a  dividend  thereon,  can 
not  be  deducted  in  arriving  at  net  income;  for  puipose  of  tax,  dividends  of  whatever 
character  can  be  paid  only  out  of  net  income,  ana  net  income  is  subject  to  the  lax, 
and  for  this  purpose  can  not  be  reduced  by  any  distribution  among  or  payment  to  its 
stockholdere,    (T.  D.  2690;  art.  185.) 

Interest  paid  pursuant  to  contract  on  indebtedness  secured  by  mortgage  on  real 
estate  occupied  and  used  by  corporation  in  which  corporation  has  no  equitv  or  to 
which  it  is  not  taking  title,  is  allowable  deduction  as  rental  chaige,  payment  of  which 
is  required  to  be  made  as  condition  to  continued  use  and  possession  of  property; 
where  corporation  has  equity  in  or  is  purchasing  for  its  own  use  real  estate  upon 
which  sucn  mortgage  is  prior  Hen,  indebtedness  will  be  held  to  be  indebtedness  of 
corporation  within  meaning  of  law,  and  interest  paid  on  such  mortgage  will  be  de- 
ductible only  to  extent  that,  including  interest  on  other  obligations  (3  corporation, 
it  is  within  limit  fixed  by  law.    (T.  D.  2690;  art.  186.) 

Interest  calculated  as  being  charge  against- income  on  account  of  capital  or  sur- 
plus invested  in  business,  but  which  does  not  represent  payment  on  int^est-bearing 
obUeation,  is  not  an  allowable  deduction;  that  is  to  say,  interest  which  money 
would  earn  if  otherwise  invested  is  not  a  deductible  charge.    (T.  D.  2690;  art.  187.) 

Car-trust  certificates  secured  by  equipment  are  obligations  of  railroad  company 
similar  to  corporate  bonds,  etc.,  and  trustees  in  whose  names  legal  title  to  equipment 
stands  are  not  an  ass(x?iation  within  meaning  of  Title  I  of  the  act  of  September  8, 
1916,  as  amended  by  the  act  of  October  3,  1917,  and  are  therefore  net  taxable,  but 
they  are,  for  purposes  of  such  title,  a  fiscal  agent  paying  off  ihe  obligations,  both 
principal  and  interest,  of  railroad  companies  with  funds  appropriated  by  such  com- 
panies; companies  may  mort^e  such  certificates  in  amount  of  bonded  or  other 
indebtedness  reported  under  item  2  of  return,  Form  1031,  and  interest  paid  thereon 
with  interest  on  other  obligations  will  ha  deductible;  if  certificates  contain  provi- 
sion by  which  obligor  agrees  to  pay  portion  of  tax  imposed  upon  obligee,  or 
reimburse  obligee  for  any  portion  of  tax,  or  pay  interest  without  deduction  wr  any 
tax,  trustees,  in  making  interest  payments  will,  in  absence  of  claims  for  exemp- 
tion, where  interest  payments  are  made  to  individuals,  withhold  normal  income 
tax  on  such  payments  regardless  of  amount  thereof.    (T.  D.  2690;  art.  188.) 

Where  trustees  of  sinking  fund  have  invested  amount  of  sinking  fund  received 
or  any  portion  of  it  in  bonds  of  corporation,  and  such  corporation  pays  to  trustees 
interest  thereon,  the  corporation  will  be  permitted  to  deduct  such  interest,  pro- 
vided amount  thus  paid,  plus  interest  on  any  other  outstandinc  indebtedness,  aoee 
not  exceed  legal  limit:  interest  paid  to  trustees,  together  wim  all  other  earnings 
on  investments  made  by  trustees  of  the  sinking  fund,  must  be  included  in  gross 
income  of  corporation.    (T.  D.  2690;  art.  189.) 

In  case  of  banks  and  banking  associations,  loan  or  tnist  companies,  interest  paid 
within  year  on  deposits  or  on  moneys  received  from  investment  and  secured  by 
interest-bearing  certificates  of  indebtedness  issued  by  such  bank,  banking  associa- 
tion, loan  or  trust  company,  may  be  allowably  deducted  from  gross  income  of  such 
corporation.    (T.  D.  2690;  art.  190.) 

Wh^e  corporation  returns  as  income  interest  received  on  bonds,  interest  upon 
which  debtor  corporation  had  agreed  to  pay  without  deduction  of  income  taxcH, 
and  debtor  corporation  actually  pays  income  tax  assessable  on  such  interest  income, 
corporation  receiving  such  interest  may  take  credit  against  tax  assessable  on  basis 
of  net  income  returned,  for  amount  of  tax  paid  thereon  oy  debtor  corporation;  when 
net  income  has  been  ascertained  within  rules  set  out  in  section  12  (a)  of  the  act  of 
September  8,  1916,  as  amended,  it  shall  be  credited  with  amount  of  excess  profits 
tax  assessed  or  to  be  assessed  for  same  year;  such  excess  profits  tax  allowance  is  a 
credit  against  the  net  income  for  purpose  of  taxes  imposea  by  both  the  act  of  Sep- 
tember 8,  1916,  and  act  of  October  3,  1917.    (T.  D.  2690;  art.  199.) 

Interest  paid  on  indebtedness  wholl}r  secured  by  property  collateral  the  subject 
of  sale  or  hypothecation  in  ordinary  business  of  company  as  dealer  only  in  property 
constitutir^  such  collateral  or  in  loaning  of  funds  thereby  produced  is  an  allowable 
deduction  m  returns  by  insurance  companies  other  than  mutuals,  but  including 
mutual  life  and  mutual  marine,  as  business  expense  to  an  amount  of  interest  paid 
on  such  indebtedness,  not  in  excess  of  actuid  value  of  collateral  securing  it.  (T.  D. 
2690;  art.  240.) 
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In  ascertaining  net  income  of  a  corporation  under  section  2,  paragraph  G  (h) 
(fiTBt)  of  tiie  act  of  October  3,  1913,  wmch  has  taken  titie  to  real  property  subject 
to  mortgage,  but  has  not  assumed  indebtedness  secured  thereby,  interest  paid  on 
indebtedness  may  be  deducted  as  payments  required  to  be  made  as  condition  to 
continued  use  or  possession  of  the  property.    (T.  D.  2787;  Jan.  31,  1919.) 

All  interest  accrued  on  3}  per  cent  Victory  notes  at  date  of  any  conversion  by 
taxpayer  into  4i  per  cent  Victory  notes  \\ill,  for  purposes  of  computing  net  income, 
be  deemed  to  be  interest  upon  3}  per  cent  Victory  notes,  and  will  be  entitled  to 
exemptions  from  ta:iation  to  wMcn  interest  upon  ^  i>er  cent  Victory  notes  is 
entitled.    (T.  D.  2865;  June  14, 1919.) 

Interest  accrued  on  4}  per  cent  Victory  notes  at  date  of  conversion  by  taxpayer 
into  3}  per  cent  Victory  notes  will,  for  purposes  of  computing  net  income,  be  deemed 
to  be  interest  on  4}  per  cent  Victory  notes,  and  will  be  entitied  only  to  exemptions 
from  taxation  to  which  interest  on  4}  per  cent  Victory  notes  is  entitied;  amounts 
received  by  taxpayer  from  United  States  by  way  of  adjustment  of  accrued  interest 
upon  conversion  o}  4}  per  cent  Victory  notes  will  be  deemed  to  be  interest  on  4} 
per  cent  Victory  notes.    (T.  D.  2865;  June  14,  1919.) 

Betums. 

Monthly  returns  reporting  payment  of  interest  on  bonds,  or  payment  of  dividends 
on  stock  of  domestic  corporations,  registered  in  the  name  of  foreign  corporations, 
not  having  an  office  or  place  of  business  in  the  United  States,  required  to  be  pre- 
pared on  Form  1012,  revised  (1918).    (T.  D.  2702;  Apr.  18, 1918.) 

Withholdinir. 

Interest  received  from  deposits  in  banks  located  within  the  United  States  paid 
to  nonresident  alien  individuals  and  corporations  constitutes  income  received  irom 
resources  within  the  United  States  and  is  subject  to  withholding  provisions  of  act  of 
October  3, 1917.    (T.  D.  2623;  Dec.  28, 1917.    T.  D.  2662;  Feb.  6, 1918.) 

Where  debtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  or  foreign  corporations,  having 
no  office  or  place  of  business  in  the  United  States,  or  has  withheld  no  tax  from  citi- 
zens or  residents  of  United  States,  whether  or  not  bonds  upon  which  such  interest 
accrued  contain  tax-free  covenant  clause,  exemption  certificates  filed  in  connection 
with  such  interest  payments  shall  be  transmitted  direct  to  Commissioner  of  Internal 
Revenue  (Sorting  Division),  Washington,  D.  C,  accompanied  by  return  on  Form 
1096 J  which  form  shall  be  filed  monthly,  and  need  not  be  sworn  to;  if  a  corporation 
or  withholding  agent  has  withheld  tax  and  is  therefore  required  to  render  return  on 
Form  1012,  revised,  all  certificates  received  shall  be  accounted  for  on  such  monthly 
return,  as  directed  by  instructions  thereon.    (T.  D.  2687 ;  Apr.  1, 1918.) 

Form  1001,  revised,  shall  be  used  when  personal  exemption  is  claimed  asainst 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  United 
States,  and  when  presenting  coupons  from  bonds  not  containing  tax-free  covenant; 
by  domestic  nartnerships,  corporations,  or  associations;  by  nonresident  idien  part- 
nerships; and  by  foreign  corporations  naving  office  or  place  of  business  in  United 
States,  whether  or  not  such  bonds  contain  tax-free  covenant.  In  case  citizen  or 
resident  individual  receives  interest  on  bond  containing  tax-free  covenant  in  excess 
of  amount  of  personal  exemption  which  individual  may  claim,  any  such  excess  must 
be  reported  on  Form  1,000,  revised.    (T.  D.  2690;  art.  43.) 

Form  1000,  revised,  shall  be  used  when  no  personal  exemption  is  claimed  against 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  the  Xfnited 
States;  by  nonresident  alien  individuale,  foreign  corporations  having  no  office  or  place 
of  business  in  the  United  States,  whether  or  not  such  bonds  contain  a  tax-free  cove- 
nant; and  in  case  where  coupons  are  received  not  accompanied  by  certificates  of 
ownership.  First  bank  receiving  coupons  not  accompamed  by  ownership  certifi- 
cates will  make  certificate,  crossmg  out  "owner"  and  inserting  "payee,"  and  will 
enter  amount  of  interest  on  line  4 .    (T .  D .  2690 ;  art.  43 . ) 

The  withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  law  apply 
to  the  normal  tax  levied  upon  entire  net  income  of  nonresident  aliens  of  a  fixed  or 
determinable  annual  or  periodical  class,  as  interest,  rent,  wages,  etc.,  received  by 
them  from  all  sources  within  United  States;  tax  to  be  deducted  and  withheld  from 
individuals  for  1917  and  subsequent  tax  years  Is  the  2  per  cent  normal  tax  imposed 
by  the  act  of  September  8, 1916,  as  amended.    (T.  D.  2690;  art.  43.) 

Withholding  will  at  all  times  be  limited  to  2  per  cent,  except  in  case  of  interest  on 
corporate  bonds  owned  by  foreign  corporations  having  no  office  or  place  of  business 
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in  the  United  States,  in  which  case  deduction  will  be  at  rate  of  6  per  cent.    (T.  D. 
2690:  art.  45.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciary,  or  by  do- 
mestic or  resident  corporations,  joint-stock  companies,  associations,  insurance 
companies,  or  partnerships,  ownership  certificate  lOOlA  shall  be  executed  by  actual 
owner,  or  by  his  duly  authorized  agent,  when  presenting  item  for  collection,  whether 
item  is  dividend  or  interest  payment,  except  in  case  of  foreign  country  or  foreign 
corporation  having  paying  a^^ent  in  this  country  and  issuing  bonds  containing 
*' tax-free"  covenant  clause;  in  such  cases  paying  agent  will  withhold  normal  tax 
upon  interest  on  such  bonds,  and  ownership  certificate,  Form  1000,  properly  modi- 
fied to  show  that  debtor  has  paying  agent  in  this  country,  should  be  used,  unless 
owner  desires  to  claim  exemption,  when  Form  1001 A  should  be  used.  (T.  D.  2759: 
Oct.  2,  1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stock  of  foreign  corporations,  are 
owned  bjr  nonresident  alien  individuals,  or  foreign  corporations,  associations,  or 
partnerships,  ownership  certificate  Form  1071,  revised,  rfiall  be  used  for  and  on 
behalf  of  such  owners  by  anv  responsible  bank  or  banker,  either  foreign  or  domestic. 
(T.  D.  2759;  Oct.  2, 1918.) 

Foreip:n  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  indorsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
giving  all  information  called  for  by  such  certificate:  where  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  ownership  certificate 
and  indorse  on  item  the  words  "Certificate  attached  and  information  furnished,** 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Intemdi  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following 
that  during  which  items  were  accepted,  accompanied  by  letter  of  transmittal,  show- 
ing number  of  certificates  and  aggregate  amount  of  foreign  items  disclosed  thereon. 
(T.D.  2759;  Oct.  2, 1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall  ac- 
company coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent,  then 
to  last  bank  or  collecting  agent  handling  item  in  this  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same  issue 
of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  properly 
indorsed,  certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal 
Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month 
following  that  during  which  items  were  accepted,  accompanied  by  letter  of  trans- 
mittal, showing  number  of  certificates  and  aggregate  amoimt  of  foreign  items  dis- 
closed thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information,  ownership  certificate  shall  'accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certificate  to  Commissioner  of  Internal 
Revenue  in  manner  provided  where  duty  is  placed  upon  licensee,  provided  that 
in  case  ownership  certificate,  Form  1000,  is  usea,  paying  agent  shall  make  return  on 
Form  1012.    (T.  D.  2759;  Oct.  2,  1918.) 

Munition  manufacturer's  tax. 

Amount  deductible  from  gross  income  on  account  of  interest  is  amount  of  interest 
actually  paid  within  year  on  debts  or  loans  contracted  to  meet  needs  of  business  of 
manufacturing,  and  proceeds  of  which  were  actually  used  to  meet  such  needs; 
this  deduction  must  not  include  interest  paid  on  debts  or  loans  proceeds  of  which 
were  used  to  meet  needs  of  any  other  business  in  which  manufacturer  may  be  engaged; 
deduction  can  be  taken  only  from  gross  income  of  year  in  which  interest  was  actually 
paid.    (T.  D.  2384;  art.  17.) 

INVENTOBIE  S. 
dgara,  dg^arettes,  etc. 

Instructions  with  reference  to  making  inventory  required  by  sections  3358,  3390, 
Revised  Statutes;  no  claim  of  failure  to  make  true  inventory — in  which  certain 
tobacco  was  not  included — submitted  in  response  to  notice  to  show  cause  against 
assessment  for  omitted  tax  on  apparent  deficiencies  ^own  in  examination  of  manu- 
facturer's account,  will  be  entertained;  verification  of  inventories  by  deputy  col- 
lectora.    (T.  D.  2390;  Nov.  4.  1916.) 
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All  attached  and  unattached  stamps  for  payment  of  tax  on  dgara  held  by  manufac- 
turers in  their  factories  on  October  4, 1917,  and  November  2, 1917,  before  commence- 
ment of  business  on  said  days,  required  to  be  inventoried  and  returns  filed  for  addi- 
tional tax,  as  provided  in  section  1006  of  act  of  October  3,  1917;  stamps  in  transit 
on  date  inventory  is  required  purchased  at  old  rates  must  be  included  in  inventory* 
forms  for  returns  and  inventories;  manufacturers  required  to  render  return  ana 
inventory  notwithstanding  he  may  have  no  stamps  on  hand  on  dates  mentioned. 
(T.  D.  2569;  Oct.  17,  1917!) 

Instructions  with  reference  to  inventories  required  to  be  filed  January  1, 1918,  and 
verification  thereof  by  collectors  of  internal  revenue  or  their  deputies;  further  duties 
of  deputy  collectors  stated.    (T.  D.  2583;  Nov.  17,  1917.) 

Manufacturers  of  tobacco,  snuff,  cigars,  and  cigarettea  required  to  make  inven- 
tories in  accordance  with  sections  3358,  3390,  Revised  Statutes,  such  inventorv  to 
be  made  before  commencement  of  business  of  January  1, 1919;  tobacco  of  each  class, 
and  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine-cut,  and  smok- 
ing tobacco,  snuff,  cigars,  and  cigarettes,  of  the  several  classes,  should  be  weighed 
separately;  inventory  must  include  unstemmed  tobacco  stored  off  bonded  factory 
premises  and  also  the  attached  and  imattached  stamps;  tobacco  material  in  factory 
required  to  be  se^egated  according  to  classification;  tobacco  dust,  sweepings,  etc., 
must  be  inventoried  as  "  waste" ;  weight  and  marks  of  each  unopened  package,  etc., 
required  to  be  liated  on  back  of  inventory  form;  record  of  quantity  of  tobacco  used 
from  date  of  inventory  to  date  of  deputy  collector's  visit  required  to  be  kept;  inven- 
tory must  be  verified  early  as  practicable  after  January  1,  1919;  duties  of  deputy 
collectors  enumerated.    (T.  D.  2777;  Dec.  11,  1918.) 

Inventories  prepared  in  accordance  with  sections  3358  and  3390,  Revised  Statutes, 
required  to  be  filed  before  commencement  of  business  on  January  1,  1920;  in- 
ventory of  attached  and  unattached  stamps  reauired;  tobacco  dust,  sweepings,  etc., 
to  be  inventoried  as  ^' waste";  listing  of  weignt  ana  marks  of  unopened  packages, 
etc.;  verification;  duties  of  deputy  collectors.    (T.  D.  2955;  Nov.  29,  1919.) 

A  corporation  carrying  on  business  as  a  manu^turer  of  tobacco,  snuff,  cigars,  or 
cigarettes,  or  as  a  dealer  in  leaf  tobacco,  will  be  required  to  have  the  monthly  reports 
and  inventories  signed  and  sworn  to  by  a  duly  authorized  officer  or  agent  of  the  cor- 
poration and  to  file  the  monthly  reports  within  the  prescribed  time  with  the  collector 
of  the  district  in  which  the  factory  or  deader 's  place  of  business  is  located.  (T.  D. 
3073;  Sept.  27,  1920.) 

An  oflScer's  authority  to  sim  and  make  oath  to  a  corporation's  monthly  reports  and 
inventories,  unless  specifically  given  in  the  charter  or  by-laws,  must  oe  conferred 
by  a  resolution  in  due  course  of  the  board  of  directors.  In  case  of  such  resolution,  a 
certificate  thereof  in  duplicate,  executed  by  the  president  and  attested  by  the  secre- 
tary, should  be  filed  with  the  collector  of  me  district  in  which  the  montiily  reports 
and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  the  collector  and  one 
forwarded  by  him  to  the  Commissioner.    (T.  D.  3073;  Sept.  27,  1920.) 

Whenever  it  is  not  possible  or  convenient  for  an  officer  of  a  corporation  to  sign  and 
swear  to  its  monthly  reports  and  inventories  as  a  manufacturer  of  tobacco,  snuff, 
dgars,  or  cigarettes,  or  as  a  dealer  in  leaf  tobacco,  an  agent  may  be  authorized  to 
execute  them  and  may  bind  the  corporation  as  fully  as  an  officer,  under  the  following 
conditions: 

A  resolution  in  due  course  of  the  board  of  directors  should  appoint  and  authorize 
the  superintendent  or  manager  of  the  factory  or  leaf  establishment,  identifying  both 
the  individual  and  the  factory  or  leaf  establishment,  to  execute  the  monthly  reports 
and  inventories  required  of  the  corporation,  and  provide  further  that  the  power  of 
attorney  so  created  shall  continue  in  full  force  xmtil  written  notice  of  the  revocation 
thereof  is  given  to  the  collector  of  the  district  thereby  affected.  A  certificate  in 
duplicate  of  such  resolution,  executed  by  the  president  and  attested  by  the  secre- 
tary, should  then  be  filed  with  the  collector  of  the  district  in  which  the  monthly 
reports  and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  the  collector 
and  one  forwarded  by  him  to  the  Commissioner.  Such  certificate  will  constitute 
authority  for  the  collector,  until  he  has  actual  notice  of  the  recall  of  the  power,  to 
accept  monthly  reports  and  inventories  executed  by  such  agent.  (T.  D.  3073: 
Sept.  27,  1920.) 

Actual  and  accurate  inventories  as  required  by  law  must  be  made  by  manu- 
feicturers  of  tobacco,  snuff,  cigars,  and  cigarettes  on  January  1,  1921.  Each  manu- 
facturer should  observe  carefully  the  following  instructions: 

(1)  The  inventory  must  be  made  before  the  commencement  of  business  on  Jan- 
Qftry  1, 1921.    After  it  is  completed  the  correct  totals  should  be  immedifttely  entered 


Digitized  by  VjOOQIC 


424  INVENTORIES. 

Cigars,  cigarettes,  etc. — Continued, 
on  the  blank  form  which  will  be  furnished  to  each  manufacturer  by  the  collector  of 
the  district  in  which  his  factory  is  located. 

(2)  All  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine-cut,  and 
sniokine  tobacco,  snuff,  cigars,  and  cigarettes  of  the  several  classee  must  be  separately 
weighed  or  counted,  as  the  case  may  be.  An  accurate  inventory  of  attached  and 
unattached  stamps  must  also  be  mad.e. 

(3)  All  tobacco  material  in  the  factory  should  be  segregated  according  to  tlie 
classification  provided  in  the  prescribed  inventory  form,  and  weighed  separately. 

(4)  The  weight  and  marks  of  each  unopened  hogshead,  case,  or  bale,  or  other 
package  of  tobacco,  and  all  broken  packs^es  of  tobacco  and  loose  tobacco  within 
the  factory  and  inventoried  by  the  manu&cturer,  should  be  listed  and  each  item 
should  be  sufficiently  described  to  aid  the  deputv  collector  in  verifying  the  in- 
ventory. Such  list  should  be  made  on  the  back  of  the  inventory  form  or  on  separate 
sheets  of  the  same  size  attached  thereto. 

(5)  Tobacco  dust,  sif tines,  sweepings,  and  waste  shall  be  inventoried  by  cigar 
manufacturers  under  the  head  of  ** waste"  only,  and  by  quasi  manufacturers  of 
tobacco  under  separate  heads,  each  properly  described. 

(6)  An  accurate  record  of  the  quantity  of  tobacco  of  each  class  used  during  the 
period  from  the  date  of  inventory  to  the  date  of  the  visit  of  the  deputy  should  be 
Kept  for  the  purpose  of  enabling  him  to  arrive  at  the  actual  quantity  of  tobacco  of 
each  class  which  was  on  hand  on  the  inventory  date.    (T.  D.  3099;  Dec.  10, 1920.) 

Each  inventory  shall  be  verified  by  a  deputy  collector  at  the  earliest  practicable 
date  after  January  1,  1921.  Each  deputy  should  be  directed,  in  determining  the 
correctness  of  the  figures  shown  in  the  inventory,  to  take  into  account  the  quantity 
of  tobacco  of  each  different  kind  sold  and  used' on  the  one  hand  and  purchased  on 
the  other  hand  between  the  time  of  his  visit  and  the  taking  of  the  inventory.  The 
deputy  should  require  any  necessary  amendment  to  be  made  before  permitting 
oath  to  be  taken  and  ^ould  observe  the  instructions  in  Regulations  No.  8  (revised 
July  1, 1910),  page  60,  under  the  head  of  "Deficiencies  found  by  examining  officers." 
Any  deficiencies  which  may  be  discovered  should  be  reported  immediately.  (T.  D. 
3099;  Dec.  10,  1920.) 

Every  dealer  in  leaf  tobacco  is  required  to  make  and  deliver  to  the  collector  of 
the  district  in  which  he  is  registered  a  true  inventory,  showing  the  places  where  his 
tobacco  is  stored  and  the  kinds  and  quantity  of  each  kind  of  tobacco  held  by  him 
at  each  place,  on  January  1  next.  Such  inventory  shall  include  all  tobacco  m  his 
possession,  but  will  not  include  tobacco  owned  by  nim,  but  held  by  another  dealer, 
who  must  include  it  in  his  inventory.  Such  inventorv  shall  be  made  under  oath 
on  Form  776,  and  shall  show  also  the  condition  of  tne  tobacco  (whelJies  green, 
redried,  or  resweated)  on  the  inventory  date.  Actual  weighing  of  tobacco  on  the 
inventory  day  will  not  be  required,  but  if  the  tobacco  is  not  weighed,  the  inventory 
should  show  that  the  "marked  "  weights  are  reported.    (T.  D.  3099;  Dec.  10, 1920.) 

DistiUed  spirits. 

Where  tax-paid  whisky  belonging  to  customere  of  distillers  is  held  by  the  latter  for 
shipping  instructions,  an  inventory  covering  such  spirits  should  be  furnished  by 
the  owner  thereof  and  not  by  the  distiller,  the  distiller  beinf  required  to  furnish  the 
collector  with  a  statement  snowing  the  name  and  address  of  the  owner,  serial  num- 
bers of  packages,  and  proof -gallon  contents,  time  of  shipment  to  owner,  etc.  (T.  D. 
2522;  Sept.  10,  1917.) 

Excise  taxes. 

Market  value  of  stock  on  December  31, 1908,  may  be  determined  by  an  inventory 
taken  as  of  that  date,  and  the  stipulated  fact  of  the  market  valueof  thestock  on  that 
date  may  be  accepted  as  supplying  the  lack  of  an  inventory.  (T.  D.  2725;  June 
4,1918.    Ct.  Dec) 

Whether  determination  of  value  of  capital  assets  on  December  31,  1908,  should 
be  made  by  taking  mining  inventory  upon  basis  of  market  values  then  exist- 
ing, or  whether  entire  increment  accruing  between  time  of  acquiring  and  time  of 
disposing  of  assets  should  be  prorated  as  if  it  had  arisen  through  a  series  of  gradual 
and  imperceptible  augmentations,  is  matter  of  detail,  to  be  settled  according  to  best 
evidence  obtainable  and  in  accordance  wit;^  valid  departmental  regulations.  (T.  n. 
2724;  June 4, 1918.    Ct.  Dec.) 

Xncome  taxes— Gross  income. 

Gross  income  of  manufacturing  companies  consists  of  the  total  sales  plus  the 
inventory  at  the  end  of  the  year  less  the  sum  of  cost  of  goods  or  materials  purchased 
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Incoine  taxes — Gross  income — Continued, 
duriofi;  year  and  inventory  at  b^innlng  of  year;  instructione  as  to  bow  inventor! ee 
shall  be  taken  included  in  Bpecial  regulations  to  be  furnished  upon  application  to 
collector  of  internal  revenue.    (T.  D.  2690;  arts.  91,  92.) 

In  all  cases  where  inventories  are  taken  for  purpose  of  ascertaining  gain  or  loss 
resulting;  from  business  of  the  year,  inventories  must  be  taken  in  accoraance  with 
instructions  to  be  included  in  special  r^^lations  furnished  upon  application  to 
collector  of  internal  revenue.    (T.  D.  2690;  art.  120.) 

Dealers  in  mercliandise  and  dealers  in  securities  authorized  to  make  returns  on 
basis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lower.  (T.  D.  2609; 
Dec.  19,  1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to  legality 
of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  will  be  tentar 
tively  accepted.     (T.  D.  2649;  Jan.  30, 1918.    Affirmed,  T.  D.  2744;  July  11, 1918.) 

Net  income. 

No  deduction  because  of  obsolescence  or  damage  from  inventory  value  of  merchan- 
dise or  material  will  be  allowed  except  in  cases  in  which  the  inventory  includes 
goods  or  materials  which  by  reason  of  obsolescense  or  damage  are  unsalable.  When 
such  deduction  is  claimed  the  facts  connected  therewith,  including  a  statement  of 
the  cost  of  the  goods,  the  value  at  which  they  were  inventoried,  and  their  present 
condition,  must  be  filed  with  the  return.    (T.  D.  2690;  art.  160.) 

Wliere  farmer  has  adopted  inventory  method  of  keeping  accoimts,  he  should,  in  or- 
der to  ascertain  ^oss  income,  add  to  amount  received  from  sales  during  year  the  in* 
ventory  of  the  live  stock  on  hand  at  the  close  of  the  year,  and  then  deduct  amount 
expended  in  purchasing  livestock  plus  inventory  of  live  stock  at  beginning  of  year; 
no  deduction  can  be  made  for  stocK  lost  during  year;  stock  purchased  for  any  pur- 
pose other  than  resale  may  be  included  in  inventory  for  each  year  at  a  figure  which 
will  reflect  reduction  in  value  estimated  to  have  occurred  through  increase  or  age 
or  other  causes;  cost  price  of  article  sold  must  not  be  taken  as  additional  deduction. 
(T.  D.  2665;  Mar.  8,  1918.) 

Betums  on  basis  of. 
See  specific  heads. 

Wines. 

Wine  makers  and  bonded  dealers  must  at  close  of  each  business  year  take  an 
inventory  of  all  wines  actually  remaining  on  their  premises  at  that  time;  notice 
to  collector  of  date  on  which  inventor^'  is  to  be  taken  required;  statement  required 
to  be  made  on  last  page  of  Form  702  for  month  during  which  inventory  is  taken; 
e^ect  of  variance  between  quantity  found  to  be  actually  on  hand  and  that  reported; 
affidavits.    (T.  D.  2545;  Oct.  16, 1917.) 

mVESTED  CAPITAL. 

Definition. 

The  term  "invei^ted  capital,"  as  used  in  excess  profits  tax  law,  means  the  invested 
capital  of  the  present  owner.    (T.  D.  2694;  art.  42.) 

The  term  "invested  capital,"  when  used  with  reference  to  a  foreijs^n  corporation  or 
partnership  or  a  nonresiiclent  alien  individual,  means  that  proportion  of  the  entire 
invested  capital  as  defined  and  limited  by  Regulations  No.  41  which  the  net  in- 
come from  sources  within  the  United  States  is  of  the  entire  net  income.  (T.  D. 
26fW:art.  48.) 

Act  of  October  3,  1917,  Title  II,  undertakes  to  define  "invested  capital,"  and  in 
computing  invested  capital  it  is  necessary  to  come  within  the  definition  contained 
in  such  act.    (T.  D.  3051;  July  27,  1920.    Ct.  Dec) 

The  term  "invested  capital, "  as  used  in  section  209  of  the  act  of  October  3,  1917, 
includes  all  working  capital  consisting  of  money  or  property  employed  in  the  busi- 
ness or  for  its  benefit,  and  furnished  or  paid  in  by  one  or  more  of  the  partners.  (T.  D. 
3080;  Oct.  19,  1920.    Ct.  Dec.) 

Exceas  profits  tax. 

See  "Excess  Profits  Tax." 
Income  taxes — Deductions. 

Amounts  expended  for  securing  copyright  and  plates  which  remain  in  wmeaan 
of  and  as  property  of  person  making  payments  are  investments  of  capital  and  a 
not  be  allowed  as  deductions.    (T.  D.  2690;  art.  8.) 
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426  IODINE — ^ITINERANT  SHOWS. 

Xncoxne  taxes — ^Deductiona — Continued. 

Amount  expended  for  architectural  service  is  part  of  cost  of  building  and  is  not 
a  deductible  Dusiness  expense;  cost  of  defending  title  qr  perfecting  title  to  prop- 
erty constitutes  part  of  the  cost  of  property  and  is  not  a  business  expense.  (T.  D. 
2690;  art.  8.) 

Amounts  to  be  assessed  and  paid  under  mutual  agreement  between  bondholders 
and  stockholders  of  corporation  to  be  used  in  reorganization  of  corporation  are 
investments  of  capital  and  not  deductible.    (T.  D.  2690;  art.  8.) 

Where  leasehold  is  sold  for  specified  sum,  purchaser  may  take  as  deduction  an 
aliquot  part  of  such  sum  each  year,  based  on  number  of  years  lease  has  run.  (T.  D. 
2690;  art.  8.) 

IODINE. 
Denatured  alcohoL 
See  "Alcohol." 

IBBIGATION. 

Capital  stock  tax— Exemption  of  companies. 

Farmers'  or  other  mutual  ditch  or  irrigation  company  of  pmrely  local  character, 
income  of  which  consists  wholly  of  assessments,  dues,  and  fees  collected  from  mem- 
bers for  sole  purpose  of  meeting  expenses,  is  exempt  from  tax  imposed  by  section 
407  of  tlie  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19,  1916.  D.  T.  2750,  art.  12; 
Aug.  9,  1918.) 

Income  taxes — Exemption  of  companies.  "^ 

Mutual  ditch  or  irrigation  company  is  specifically  exempt  from  income  tax,  pro- 
vided that  their  entire  income  consists  solely  of  assessments,  dues,  and  fees  col- 
lected from  members  for  sole  purpose  of  meeting  expenses  incurred  in  pursuance 
of  purpose  for  which  organized;  if  any  such  organization  has  income  from  any 
source  other  than  assessments,  dues,  and  fees,  such  income  is  taxable,  and  organiza- 
tions receiving  same  will  be  required  to  make  returns.    (T.  D.  2690;  art.  69.) 

- —  Net  income. 

District  irrigation  bonds  generally  are  a  lien  upon  real  estate  affected  by  irri^ 
tion  project,  and  until  corporation  holding  such  bonds  has  taken  necessary  action 
to  protect  its  interest  and  enforce  collection  of  such  bonds  corporation  will  not  be 
allowed  to  deduct  face  value  or  any  estimated  amount  suppoesd  to  represent  loss 
or  slirinkacje  in  value  of  such  bonds;  any  estimated  shriiilcEige  in  value  does  not 
constitute  Toss  within  meaning  of  Title  I  of  the  act  of  September  8, 1916,  as  amended 
by  act  of  October  3.  1917;  so  long  as  value  of  security  is  uncertain  or  unknown  loss 
can  not  definitely  be  ascertain^  and  is  therefore  not  deductible.  (T.  D.  2690; 
art.  153.) 

irmEBANT  MANUPAOTUBEBS. 

Beverages. 

Itinerant  manufacturer  should  make  return  and  pay  tax  to  collector  of  district 
where  sales  of  beverages  are  made.    (T.  D.  2719;  Art.  XXXIV.) 

Excise  taxes. 

Itinerant  manufacturer  of  commodities  should  make  return  and  pay  war  excise 
tax  to  collector  of  district  where  sales  are  made.    (T.  D.  2719;  Art.  XXVI.) 

niNEBANT   SHOWS. 
Admissions. 

Proprietor,  manager,  or  duly  authorized  oflficer  of  traveling  or  itinerant  shows, 
exhibitions,  or  amusement  enterprises,  which  have  fixed  or  established  headquar- 
ters, required  to  register  with  collector  of  district  in  which  headquarters  are  located 
and  required  to  file  at  same  time,  or  as  soon  thereafter  as  possible,  a  schedule  of  the 
itinerararv  and  to  keep  a  daily  record  and  render  monthly  returns  to  the  collector 
of  said  district.    (T.  D.  2681;  Mar.  26,  1918.) 

The  term  ** outdoor  general  amusement  parks,*'  as  used  in  section  700  of  the  act 
of  October  3, 1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  such  as  mechanical  shows,  musical  attractionS| 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclosures  or  on  vacant  lota.    (T.  D.  2681;  Mar.  26, 1918.) 
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JAMAICA  OINaSR. 

Nonbeyerage  alcohoL 
See  "Alcohol." 

JBWELBY. 
Bxdse  taxes. 

Tax  imposed  by  section  600  (e)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  any  article  commonly  or  commerciallv  known  as  jewelry,  whether 
real  or  imitation,  is  sold  by  the  manufacturer;  all  articles,  among  others,  which  have 
been  specifically  classified  as  jewelry  b^  the  Board  of  United  States  Genend  Ap- 
praisers deemed  to  be  jewelry;  jewelry  includes  ornaments  made  of  gold,  silver,  or 
platinum,  or  any  imitations  thereof,  and  precious  or  semiprecious  stones  or  imitations 
thereof,  used  for  personal  adornment;  an  article  may  be  jewelry  although  serving 
a  useful  as  well  as  ornamental  purpose;  rulings  as  to  watches,  silver  tableware, 
opera  glasses,  clocks,  precious  stones,  vanity  boxes,  garters,  suspenders,  emblem 
buttons,  etc.    (T.  D.  2719;  Arts.  XIII-XVl.) 

The  presence  of  a  ring  or  loop  by  which  a  pencil  made  or  plated  with  precious 
metal  may  be  hung  on  a  chain  indicates  that  such  pencil  was  designed  for  personal 
adornment  and  requires  it  to  be  classified  as  jewelry  for  purposes  of  exdse  tax  on 
sales.    (T.  D.  2786;  Jan.  23,  1919.) 

joint-stoce:  companies  ob  associations. 

Capital  stock  tax. 

See  ''Capital  Stock  Tax." 

Definition. 

Term  * 'joint-stock  company  or  association,  '*  as  used  in  Regulations  No.  33,  relat- 
ing to  income  tax,  includes  aapociations,  common-law  trusts,  or  organizations  by 
whatever  name  known,  which  carry  on  or  do  business  in  an  organized  capacity,  net 
income  of  which,  if  any,  is  distributed  or  distributable  among  members  or  share- 
holders on  basis  of  capital  stock  which  each  holds,  or,  where  there  is  no  capital 
stock,  on  basis  of  proportion,  share  or  capital  which  each  has  or  has  invested  in 
business  or  property  of  organization.    (T.  D.  2690;  art.  58.) 

Limited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for 
uniting  liability  of  all  the  members,  provide  for  transferability  of  partnership 
shares  and  capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are 
corporations  or  joint-stock  companies;  limited  partnerships  of  New  York  type, 
which  can  not  limit  liability  of  general  partners,  although  special  partners  enioy 
limited  liability  so  long  as  they  observe  statutory  conditions,  and  which  are  dis- 
solved by  death  or  attempted  transfer  of  interest  of  general  partner  and  which  can 
not  take  real  estate  or  sue  in  partnership  name,  are  partnerships;  in  doubtful  cases 
limited  partnerships  will  be  treated  as  corporations  unless  they  submit  satisfactory 
proof  that  they  are  not  in  effect  so  organized.    (T.  D.  2711;  May  9, 1918.) 

Excess  profits  tax. 

See  "Excess  Profits  Tax." 
Incoine  taxes. 

See  **Income  Taxes  (Corporations)*';  * 'Income  Taxes  (Individuals)." 

JOINT-STOCE  LAND  BANKS. 

Capital  stock  tax— Exemptions. 

Tax  does  not  apply  to  joint-stock  land  banks  as  to  income  derived  from  bonds  or 
debentures  of  other  loint-stock  land  banks  or  Federal  land  bank  belonging  to  such 
jointrstock  land  bank.    (T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Xncome  taxes — ^Exemptions. 

Joint*stock  land  banks  are  exempt  from  tax  without  condition  as  to  income 
specified  in  the  law;  collector,  being  satisfied  that  organization  comes  within  ex- 
empted class,  is  autliori/ed  to  eliminate  it  from  his  list  and  relieve  it  from  necessity 
of  making  returns.    (T.  D.  2690;  art.  68.) 
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JOINT  TENANCY. 

Estate  tax. 

If  property  conveyed  to  husband  and  wife  is  taken  by  each  in  entirety  and  in 
Buch  manner  that  each  was  owner  of  all,  and  upon  death  of  either  no  new  interest  or 
title  vested  in  survdvor,  one-half  of  property  thus  jointly  owned  should  be  returned 
as  portion  of  gross  estate  of  decedent  husband  or  wife,  as  case  might  be;  wherever 
public  records  show  property  in  name  of  decedent,  presumption  is  that  it  was  sole 
property  of  decedent,  and  burden  of  showing  that  surviving  spouse  owned  any 
interest  therein  is  upon  such  spouse.    (T.  D.  2450;  Feb.  14,  1917.) 

Thirty-day  notice  (Form  705)  must  be  filed^  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  by  fiduciaries  holding  property  of  any  kind,  jointly  or  ill 
entirety,  for  decedent  and  another  or  others.    (T.  D.  2454;  Feb.  28,  1917.) 

JTTDaES. 

Income  taxes — ^Exemptions. 

Retired  pay  of  judges  of  United  States  courts  is  subject  to  income  tax.  (T.  D. 
2690;  art.  4.) 

Compensation  of  all  judges  of  the  Supreme  Court  and  inferior  courts  of  the  United 
States  in  ofBce  September  8,  1916,  and  October  3,  1917,  shall  not  be  included  as 
income,  compensation  of  judges  of  those  courts  appointed  subsequent  to  September 
8,  1916,  being  subject  to  tax  under  act  of  that  date,  but  not  under  act  of  October  3, 
1917;  compensation  of  judges  of  such  courts  appointed  subsequent  to  Octob^  3» 
1917,  are  subject  to  tax  under  both  acts.    (T.  D.  2690;  art.  5;  see  T.  D.  3037.) 

JUDGMENT. 

Income  taxes — Claims. 

When  suit  to  recover  tax  is  decided  in  favor  of  United  States  and  execution 
issued  and  returned  nulla  bona  as  respects  whole  or  part  of  judgment,  collector 
should  satisfy  himself  whether  or  not  any  personal  property  can  be  found  to  satisfy 
such  judgment,  and  whether  there  is  any  real  property  which  can  be  subjected  by 
distraint  or  by  suit  in  equity  under  section  3207,  Revised  Statutes,  to  sale  in  satis- 
faction of  judgment;  where  satisfied  that  there  is  no  such  real  or  personal  property 
collector  should  present  to  Commissioner  a  claim  on  Form  53  for  abatement  of  amount 
not  collected  if  it  has  not  already  been  abated,  making  statement  thereon  of  his 
action,  accompanied  by  certificate  of  clerk  of  court  as  to  facta  in  case.  (T.  D.  2690; 
art.  253.) 

Inheritance  taxes — ^Bar  of  suit. 

Judgment  in  suit  against  collector  to  recover  succession  tax  collected  under  act 
of  June  13,  1898,  for  part  of  claim  only,  certain  interests  involved  bdng  erroneously 
held  to  be  taxable  as  being  vested  in  possession  or  enjoyment  before  July  1,  1902, 
which  judgment  was  satisfied  by  the  United  States,  ib  no  bar  to  suit  against  United 
States  m  Court  of  Claims  to  recover  unpaid  residue.  (T.  D.  2885;  July  10,  1919. 
Ct.  Dec.) 

LABELS. 

Alcohol. 

See  "Alcohol." 

Ci^ar  boxes. 

See  "Cigars.'' 

Distilled  spirits. 

See  "Distilled  Spirits." 

Medicinal  preparations. 

See  "Medicinal  Preparations. " 

Oleomargarine  containers. 

See  "Oleomargarine." 

Wines. 

See  "Wines.'^ 
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LABOB  OBOANIZATIONS. 

Capital  stock  tax. 

Labor  oiganizations  are  specifically  exempt  from  tax  impoeed  by  section  407  of 
the  act  of  September  8,  1916.  (T.  D.  2383;  Oct.  19,  1916.  T.  D.  2750,  Art.  12; 
Aug.  9,  1918.) 

Income  taxes — ^Bzemption. 

Labor  organizations  are  exempt  from  tax  without  condition;  collector  being  satis- 
fied that  organization  comes  within  exempted  claas^  is  authorized  to  eliminate  it 
from  his  list  and  relieve  it  from  necenity  of  making  returns.    (T.  D.  2690;  art.  68.) 

I«ANDLOBD  AND  TENANT. 
Admissions. 

When  a  person  or  organization  leases  a  theater,  hall,  park,  or  place,  lessee  must 
collect  tax  on  admissions  to  entertainments  or  amusements  conducted  at  such  place, 
but  lessor  is  permitted  to  assume  responsibility  for  collection  of  tax-  if  this  is  done, 
lessee  will  sell  tickets  from  reels  or  supplies  of  proprietor,  and  record  will  be  kept  in 
daily  records  of  lessor  in  same  manner  as  if  entertainment  had  been  conducted  by 
proprietor,  but  in  addition,  name  of  lessee  must  appear  in  a  space  provided  in  such 
record,  and  lessee  shall  certify  to  correctness  of  record;  exchange  of  general  admis- 
sion tickets  for  regular  box-office  tickets;  notice  of  lease  to  collector;  en  bloc  sale  of 
tickets;  effect  of  failure  to  adopt  procedure  authorized.    (T.  D.  2681 ;  Mar.  26, 1918.) 

Tax  imposed  by  section  700  of  the  act  of  October  3, 1917,  must  be  paid  in  respect 
to  performance  for  which  boxes  or  seats  are  sold  or  reserved,  whether  or  not  they  are 
used;  if  there  are  no  boxes  of  similar  size,  tax  is  to  be  computed  by  dividing  tax 
payable  on  smaller  box  by  number  of  seats  in  laiger  box,  and  if  there  are  no  boxes 
occupying  similar  position  tax  is  to  be  based  on  price  of  single  seats  in  same  part  of 
house;  in  case  of  seats  or  boxes  leased  or  reserved  for  period  b^ore  and  after  Novem- 
ber 1,  1917,  tax  is  payable  on  admissions  after  October  31,  1917,  and  should  be  col- 
lected for  all  such  admissions  upon  first  use  of  box  or  seat  after  that  date;  where  lease 
only  entitles  lessee  to  right  of  occupancv  upon  payment  of  regular  price  charged  for 
admission,  tax  of  10  per  cent  is  to  be  collected  also  on  additional  chaige  when  paid. 
(T.  D.  2681;  Mar.  26,  1918.) 

Capital  stock  tax. 

A  corporation  orignally  organized  for  the  purpose  of  owning  and  renting  an  office 
building  which  leased  the  property  for  130  years  and  reorganized  and  practically 
went  out  of  business,  its  sole  authonty  being  to  hold  the  title  subject  to  the  lease  and 
to  receive  and  distribute  the  rentals  accruing  thereunder  or  the  proceeds  of  sale,  if 
the  property  should  be  sold,  is  not  liable  to  tax.    (T.  D.  2418;  Dec.  15,  1916.) 

Railroad  corporation  which  has  leased  its  property  for  a  term  of  years  and  parted 
with  its  control  and  management,  but  which  maintains  its  corporate  oi^ganization 
and  collects  rentals  from  lessee  companv  and  distributes  same  among  its  stockhold- 
ers, is  not  engaged  in  business  so  as  to  be  liable  for  tax,  notwithstanding  lease  pro- 
vines  for  recovery  of  property  in  case  of  default;  this  does  not  apply  where  corpora- 
tion LH  oiiganized  for  ostensible  purpose  of  building  and  operating  a  railroad  and  leases 
the  road  before  it  is  built.    (T.  D.  2418;  Dec.  15,  1916.) 

If  purpose  for  which  corporation  was  ox^nized  was  to  build  and  lease  property, 
rents  derived  from  such  lease  are  taxable  even  though  thereby  the  corporation 
leases  all  the  property  and  of  neceseity  goes  out  of  all  corporate  business  excepting 
the  collection  and  distribution  of  the  rents.    (T.  D.  2418;  Dec.  15, 1916.) 

Excise  taxes— Mining  properties. 

Lessee  of  mining  property  may  not  deduct  proportionate  value  of  ore  in  place  on 
January  1, 1909,  with  respect  to  each  ton  of  ore  mined,  as  so  much  depletion  of  capi- 
tal assets,  but  may  deduct  proportionate  part  of  royalty  paid  in  advance.  (T.  D. 
2721;  June  4,  1918.    Ct.  Dec.) 

Iron  ore  leases  under  consideration  in  case  of  United  States  v.  Biwabik  Mining 
Co.,  decided  by  the  Supreme  Court  of  the  United  States,  held  not  to  be  conveyances 
of  ore  in  place,  but  to  oe  grants  of  privilege  of  entering  upon,  discovering,  and  de- 
veloping and  removing  the  minerals  from  ^e  land  (Sargent  Land  Co.  case,  242 
U.  S.,  603,  followed).    (T.  D.  2721;  June  4,  1918.    Ct.  Dec.) 

Excise  tax  imposed  by  the  act  of  October  3, 1917,  is,  in  case  of  positive  moving- 
picture  films,  on  their  sale  or  lease  by  the  mannfactuier.    (T.  D.  2719;  Art.  IlL) 
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ExdBe  taxes — Continued. 
Movin^pictore  films. 

In  case  of  lease  of  moviDg-pictore  films  tax  attaches  when  manufacturer  enters 
into  contract  of  lease,  either  express  or  implied,  and  pursuant  thereto  deli  vera 
film  to  Idssee  or  to  carrier  for  leasee.    (T.  D.  2719;  Art.  iV.) 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917.  does  not  attach  to  films 
firet  sold  or  leased  prior  to  October  4, 1917.    (T.  D.  2719;  Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  applies  to  the  first  sale 
of  lease  of  any  new  positive  moving-picture  films  and  net  to  the  second  or  any 
subsequent  sale  or  lease.     (T.  D.  2719;  Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917^  does  not  apply  to  moAdng- 
picture  films  leased  by  the  manufacturer,  producer,  or  importer  located  in  one  of 
the  several  States  of  the  United  States,  where  such  films  are  exported  by  manu- 
facturer making  the  sale  on  which  but  for  the  exportation  he  would  be  liable  for 
the  tax,  the  tax  therefore  applying  to  articles  sold  for  domestic  delivery,  but  exported 
by  or  at  the  instance  of  the  buyer.    (T.  D.  2781;  Dec.  20,  1918.) 

Income  taxes — Gross  income. 

When  improvements  become  part  of  real  estate,  difference  between  cost  thereof 
and  allowable  depreciation  during  lease  term  is  eain  or  profit  to  lessor  at  end  of  lease 
term,  and  must  be  accounted  for  as  income  at  tnat  time.    (T.  D.  2690;  art.  4.) 

Taxes  paid  by  tenant  to  or  for  landlord  for  business  property  are  additional  rent 
and  constitute  deductible  item  to  the  tenant,  and  taxable  income  to  landlord,  and 
amount  of' such  tax  will  be  deductible  by  the  landlord.    (T.  D.  2690;  art.  8.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships,  to  nonresident  alien  employees  for  services  rendered  entirely  in  a 
foreign  country  and  for  property  located  in  a  foreign  country,  are  not  subject  to 
deduction  and  withholdmg  of  the  normal  tax,  and  such  payments  of  tncome  will 
not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art.  32.) 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corpora- 
tions, includes  income  from  rentals.    (T.  D.  2690;  art.  89.) 

Where  corporation  leases  propertjr  in  consideration  that  lessee  pay  in  lieu  of 
rental  an  amount  equivalent  to  certain  rate  of  dividend  on  capital  stock  or  interest 
on  outstanding  indebtedness,  together  with  fixed  charges,  such  payments  shall  be 
considered  rental  payments  and  shall  be  returned  by  the  lessor  corporation  as 
income,  notwithstanding  fact  that  dividend  and  interest  are  paid  by  lessee  direct 
to  stockholders  and  bondholders  of  lessor.    (T.  D.  2690;  art.  102.) 

Fact  that  corporation  has  conveyed  or  let  its  property  will  not  relieve  it  from 
liability  to  tax;  if  it  has  or  may  have  income  directly  or  indirectly  from  any  source 
it  must  make  return,  account  for  all  such  income,  and  pay  tax  assessable  thereon. 
(T.  D.  2690;  art.  102.) 

Where  corporation  is  owner  of  all  stock  in  subsidiary  company  and  the  lessee  of 
all  its  property,  regularly  maiataining  possession,  control,  and  management  of  all 
the  subsidiary  s  money  and  other  property,  so  that  the  subsidiary  is  a  mere  agent 
of  the  other  corporation  and  is  practically  merged  therewith,  dividends  of  the  sub- 
sidiary declared  out  of  a  surplus  which  accruea  prior  to  March  1,  1913,  are  not  tax- 
able income  of  the  parent  corporation.    (T.  D.  2730;  June  11, 1918.    Ct.  Dec.) 

—  Information  at  souixse. 

Payments  of  rent  made  to  real  estate  agents  do  not  require  reports  of  information 

S>ut  agent  must  report  payments  to  lanofjlord  if  the  same  amounts  to  $800  or  more 
uring  1917.)    (T.  D.  2670;  Mar.  11, 1918.) 

Every  person,  corporation,  etc.,  paying  rent  of  $800  or  more  in  any  taxable  year, 
or,  in  case  of  such  payment  made  oy  the  United  States,  the  officers  or  employees 
of  the  United  States  having  information  as  to  such  payments,  authorized  and  re- 

auired  to  render  due  and  accurate  return,  setting  forth  the  amount  of  such  rent  and 
le  name  and  address  of  the  recipients  thereof.    (T.  D.  2690;  art.  34.) 

•"^  Net  income. 

Amounts  expended  by  tenants  for  taxes  and  necessary  repairs  under  agreement, 
in  addition  to  stipulated  cash  rental,  are  items  of  taxable  mcome,  and  as  such  should 
be  reported  in  return  of  landlord:  cofresponding  amount  may  be  deducted  by  the 
landloid.    (T.  D.  2690;  art.  4.) 
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Ineome  taxe»— Continued. 
Not  income — Continued. 

Where  leasehold  is  sold  for  specified  sum,  purchaser  may  take  as  deduction  an 
aliquot  part  of  such  sum,  each  year,  based  on  number  of  years  lease  has  to  run. 
(T.  D.  2690;  art.  8.) 

In  case  of  professional  man  who  rents  property  for  residential  purposes  but  re- 
ceives there  clients  or  callers  in  connection  with  his  professional  work  (place  of 
business  being  elsewhere),  no  part  of  rent  is  deductible  as  business  expense.  (T.  D. 
2690;  art.  8.) 

Taxes  paid  by  tenant  to  or  for  landlord  for  business  property  are  additional  rent 
and  constitute  deductible  item  to  the  tenant,  and  taxable  income  to  landlord,  and 
amount  of  such  tax  will  be  deductible  by  the  landlord.    (T.  D.  2690;  art.  8.) 

While  payments  made  by  lessee  direct  to  stockholders  or  bondholders  are  rentals  to 
both  it  ana  lessor,  rentals  paid  in  one  case  and  rentals  received  in  other,  to  the 
stockholders  or  bondholders  they  are  interest  and  dividend  payments  received  as 
from  the  lessor,  and  as  such  will  be  accounted  for  in  their  returns  of  annual  net 
income.    (T.  D.  2690;  art.  103.) 

Stock  trust  certificates  or  leased  line  certificates,  as  case  may  be,  issued  by  lessee 
for  purpose  of  securing  or  holding  control  of  stock  of  lessor  are  held  to  be  issued  in 
lieu  of  certificates  of  capital  stock,  and  they  will  be  treated  as  capital  stock  and 
amounts  received  by  holders  are  dividends  to  them,  to  be  treated  as  rentals  by 
both  lessee  and  lessor  and  constitute  allowable  deduction  in  one  case  and  item  of 
iacome  in  other,  accordingly  as  they  are  paid  and  received.    (T.  D.  2690;  art.  104.) 

Cost  of  erecting  permanent  buildings  or  of  making  permanent  improvements  on 
ground  leased  by  company  is  an  additional  rental  ana  may  be  deducted,  provided 
such  improvements,  under  terms  of  lease,  revert  to  owner  of  ground  at  expiration 
of  lease;  in  such  case  cost  will  be  prorated  according  to  number  oi  years  constituting 
term  of  lease  and  annual  deduction  will  be  aJiquot  part  of  such  cost.  (T.  D.  2690; 
art.  140.) 

Lessee  corporation  may  not  deduct  any  depreciation  with  respect  to  buildings 
erected  by  it  on  leased  cround,  but  cost  of  incidental  repairs  necessary  to  keep 
buildings  m  eflicient  condition  for  purpose  of  their  use  may  oe  deducted  as  expense 
of  operation  and  maintenance;  it  life  of  improvement  is  less  than  life  of  lease,  de- 
preciation may  be  takea  by  lessee,  based  upon  cost  and  life  of  improvement.  (T.  D. 
2690;  art.  140.) 

Cost  of  incidental  repairs  necessary  to  keep  buildings  erected  by  lessee  corpora- 
tion in  eflficient  condition  for  purposes  of  their  use  may  be  deducted  by  such  cor- 
poration as  an  expense  of  operation  and  maintenance.     (T.  D.  2690;  art.  140.) 

If  quantity  of  oil  or  gas  can  not  be  determined  with  certainty,  depletion  deduction 
will  be  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that  lessees 
may  compute  deductions  for  return  of  capital  (cost  of  lease  and  development)  in  same 
manner  as  owners  in  fee;  that  is,  they  may  extinguish  such  capital  on  basis  of  re- 
duction in  flow  and  production  as  compared  with  precedinff  year,  or,  in  case  of  lease- 
hold properties  broueht  in  or  developed  during  year,  depletion  deduction  may  be 
computed  on  basis  of  decUne  in  settled  flow  and  production,  as  evidenced  by  tests 
and  gauges  made  at  end  of  year  as  compared  with  similar  tests  and  gauges  made  at 
time  settled  flow  was  determined;  for  purpose  of  commuting  depletion  territory 
comprehended  in  given  lease  will  be  consiaered  unit  with  respect  to  which  deple- 
tion deduction  may  be  claimed  and  allowed.    (T.  D.  2690;  art.  170.) 

In  case  of  lessee,  capital  to  be  returned  is  amount  paid  in  cash  or  its  equivalent  as 
bonus  or  otherwise  by  lessee  for  lease,  plus  expenses  incurred  in  developing  prop- 
erty (exclusive  of  physical  property)  prior  to  receipt  of  income  thereform  sufficient 
to  meet  all  deductible  expenses,  after  which  time  as  to  both  owner  and  lessee,  such 
incidental  expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection  with  drilling  of 
wells  and  further  development  of  property  may  be,  at  option  of  operator,  deducted  as 
operating  expense  or  charged  to  capital  accoimt.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1,  1913. 
or  cost  of  property  if  acquired  subsequent  to  that  date,  or  if  operator  is  lessee,  actual 
amount  paid  for  lease,  plus,  in  case  of  both  owner  and  lessee,  cost  of  subsequent  de- 
velopment, exclusive  of  physical  property,  if  such  cost  is  capitalized,  will  be  basis 
for  determining  depletion  aeduction  or  deduction  for  return  of  capital  for  all  subse- 
quent years  during  continuance  of  ownership  under  which  value  was  fixed  or  by 
which  investment  was  made;  during  such  ownership  there  can  be  no  revaluation 
for  purpose  of  deduction  if  it  should  be  found  that  quantity  of  oil  or  gas  was  under- 
estimated at  time  value  was  fixed  or  property  was  acquired,  or  at  time  lease  contract 
was  entered  into  or  purchased.    (T.  D.  2690;  art.  170.) 
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Both  owners  and  lessees  operating  oil  or  gu  properties  will,  in  addition  to  and 
separate  from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted  to 
deduct  reasonable  allowance  for  depreciation  of  physical  property,  such  as  machin- 
ery, tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be  such  an 
amount,  based  upon  its  capittdized  value  ^cost)  equitably  distributed  over  its  useful 
life,  as  will  bring  it  to  its  true  salvage  value  when  no  longer  useful  for  purpose  for 
which  property  was  acquired.     (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  segrej^ated  in  books  of  account  from 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may  be 
made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Operator  will  be  j^ermitted  to  deduct  from  gross  income  of  each  year  reasonable 
allowance  for  depreciation  of  all  physical  property  used  in  connection  with  operation 
of  mine  and  owned  bv  operator;  for  this  purpose  the  actual  cost  (not  value)  will  be 
equitably  distributed  over  useful  life  of  such  property  until  true  salvage  value  has 
been  reached ;  both  owner  and  lessee  will  keep  accurate  ledger  accounts,  to  which  will 
be  charged  capital  invested  in  mine  or  lease,  and  in  machinery,  equipment,  etc.,  cred- 
iting such  accounts  or  a  depreciation  reserve  account  with  amount  claimed  and  allowed 
as  a  deduction  each  year  until,  as  result  of  such  credits,  the  capital  charge  shall  be 
extinguished,  i^r  which  no  further  deduction  on  this  account  will  be  allowed. 
(T.  D.  2690;  art.  172.) 

Operator  of  mining  properties,  or  lessee  thereof,  required  to  attach  to  his  return 
statement  setting  out  certain  specified  data.    (P.  D.  2690;  art.  172.) 

Lessee  corporation  not  entitled  to  an}r  deduction  as  such,  but  if  lessee,  in  addition 
to  royalties,  pays  stipulated  sum  for  right  to  ex]>lore,  develop,  and  operate  mine, 
such  sum  may  be  spread  ratably  over  estimated  number  of  units  in  mine,  and  thus 
ascertain  amount  of  invested  capital  or  bonus  payment  applicable  to  each  unit;  per 
unit  cost  thus  ascertained  will  be  multiplied  by  number  of  units  removed  from  mine 
during  any  one  year,  and  result  will  be  amount  that  may  be  deducted  from  opross  in- 
come of  that  year  as  return  of  capital  investe<l ;  in  case  of  both  mine  owner  ana  lessee, 
no  deduction  for  depletion  or  return  of  capital  will  be  allowed  when  invested  capital 
has,  through  the  aegre^te  of  all  such  deductions,  been  extinguished;  for  purpose  of 
computing  tliis  deduction  in  case  of  lessee  company  actual  amount  of  bonus  paid  and 
not  value  as  of  March  1,  1913,  will  be  consicfered  capital  invested  to  be  returned 
through  aggregate  of  annual  deductions.     (T.  D.  2690;  art.  172.) 

The  fact  that  the  lessee  of  a  mine  is  under  an  affirmative  obligation  to  remove  or  at 
least  to  pay  for  a  fixed  amount  of  ore  does  not  change  the  general  rule  as  to  depletion 
in  the  case  of  lessees.     (T.  D.  3001;  Apr.  15,  1920.    Ct.  Dec.) 

The  lessee  of  a  mine  is  not  entitled  to  a  deduction  for  depletion  under  the  act  of 
September  8,  1916.    (T.  D.  3001;  Apr.  15,  1920.    Ct.  Dec.) 

Returns. 

All  corporations,  partnerships,  or  individuals  who  cultivate,  operate,  or  manage 
farms  for  gain  or  profit,  either  as  owners  or  tenants,  are  farmers  for  the  purposes  of  in- 
struction govemmg  preparation  of  income-tax  returns  by  farmers.  (T.  D.  2665; 
Mar.  8,  1918.) 

Fiduciary  relationship  for  purposes  of  income  tax  can  not  be  created  by  power  of 
attorney;  aj;ent  with  autnonty  to  effect  leases  with  tenants  entirely  on  his  own  re- 
sponsibility, paying  all  charges  in  connection  with  property  out  of  rent  funds, 
merely  turning  over  net  profits  to  principal  by  virtue  of  authority  conferred  by  power 
of  attorney,  is  not  a  fiduciary  within  the  income-tax  law;  in  all  cases  where  no  legal 
trust  has  been  created  in  the  estate  controlled  by  the  agent  and  attorney,  liability 
under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.  29.) 

Where  bonded  or  other  indebtedness  of  leased  or  purchased  line  has  been  assumed 
by  operating  companv,  it  may  deduct  from  its  gross  income  interest  paid  on  such  in- 
debtedness, provided  such  interest^  plus  interest  paid  on  its  own  indebtedness,  is 
not  in  excess  of  limit  fixed  by  law;  m  this  event  the  leased  or  purchaser!  line  so  long 
as  it  has  a  corporate  existence  will  make  return  of  annual  net  income,  setting  out 
that  on  its  own  account  it  has  neither  income  nor  expenses,  and  that  both  are  taken 
up  in  return  of  operating  company,  naming  it.    (T.  D.  2690;  art.  125.) 

Railroad  company  operating  leased  or  purchased  lines  as  integral  part  of  its  line  or 
system  and  keeping  no  separate  books  of  account  as  to  such  leased  or  purchased  line, 
income  from  operation  of  which  can  not  be  segregated,  shall  include  in  its  income  4^1 
receipta  derived  therefrom.    (T.  D.  2690;  art.  125.) 


Digitized  by  VjOOQIC 


LAST  DUE  DAIS — ^LEOTXJRB  LYOfiUMS.  483 

Ineoxue  taxes — Continued. 

Retuma — Continued. 

If  leased  or  purchased  line  keeps  separate  books  of  account,  or  income  is  or  can  be 
segregated,  or  if  leasee  or  operating  company  pays  it  a  certain  rental,  or  in  lieu  of  rental 
pays  certain  per  cent  of  dividends  on  its  stock,  interest  on  its  bonds,  taxes,  et<\, 
lessor  will  return  same  as  its  income,  and  lessee  or  operating  company  will  make  it<i 
return  as  though  it  were  in  no  way  related  to  leased  line.    (T.  D.  2690;  art.  125.) 

Withholding:. 

The  withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income-tax  law  apply 
to  the  normal  tax  levied  upon  entire  net  income  of  nonresident  aliens  of  a  fixea  or 
determinable  annual  or  periodical  class,  as  interest,  rent,  wages,  etc.,  received  by 
them  from  all  sources  within  United  States;  tax  to  be  deducted  and  withheld  h-om 
indixdduals  for  1917  and  subsequent  tax  years  is  the  2  per  cent  normal  tax  imposed 
by  the  act  of  September  8, 1916,  as  amended.    (T.  D.  2690;  art.  43.) 

Stamp  tax  on  leases. 

Tax  stamps  need  not  be  attached  to  leases.    (T.  D.  2599;  Dec.  3, 1917.) 

Temiinal  or  switching  company — Transportation  charges. 

Where  a  terminal  or  yard  is  operated  under  its  own  management  for  profit,  or  if  a 
fixed  rental  be  charged  users  or  tenants  for  services  rendered  by  the  terminal  or 
switching  company,  tax  imposed  under  sections  500  and  501  of  the  act  of  October 
3,  1917,  applies  to  transportation*  charges  made  by  tenants  or  users  on  such  com- 
modities.   (T.  D.  2676;  Mar.  18, 1918.) 

LAST  BUS  DATS. 
Definition. 

"Last  due  date,"  as  used  in  Regulations  No.  33,  mean  last  day  upon  which  a  re- 
turn is  required  to  be  filed  in  accordance  with  provisions  of  the  law,  or  last  day  of 
period  covered  by  an  extension  of  time  granted  oy  the  collector  or  Commissioner  of 
Internal  Revenue.    (T.  D.  2690;  art.  218.) 

LEAF  TOBACCO. 
See  "Tobacco." 

LEASES. 

See  "Landlord  and  Tenant." 

LEAVE  OF  ABSENCE. 
Bevenue  officers. 

Applications  for  leave  of  absence  required  to  be  in  writing  or  by  telegraph  or 
telepnone,  if  emergency  requires,  and  to  be  reported  by  revenue  agent  under  whom 
agent  or  inspector  is  assigned  to  duty;  leave  of  absence  is  subject  to  approval  of 
Conmiissioner  of  Internal  Revenue;  telegrajph  or  telephone  charges  incident  to 
procuring  leave  are  at  expense  of  officer  desiring  mich  leave;  manner  of  reckoning 
leave  of  absence  and  extent  thereof.    (T.  D.  2369;  Sept.  12, 1916.) 

LECTTTBE  LYCEUMS. 

Admissions  tax. 

When  a  Chautauqua  biireau  presents  a  Chautauqua  under  the  usual  form  of 
agreement  with  a  local  body  by  which  latter  subscribes  for  season  tickets  and 
receives  them  to  resell  to  the  public,  the  admission  tax  is  payable  on  (1)  amount 
paid  by  local  body  to  the  bureau,  regardless  of  number  of  tickets  not  re^ld  or  not 
used,  on  (2)  any  excess  received  by  local  body  from  resale  of  tickets  over  the  amcnts 
80  paid  by  it.  and  also  on  (3)  all  admissions  other  than  by  tickets  so  sold  to  the  local 
body.     (T.  D.  2782;  Dec.  24,  1918.) 

Definition. 

The  term  "lecture  lyceiuns,"  as  used  in  clause  8  of  section  3  of  the  act  of  October 
22,  1914,  defines  no  well-known  method  of  public  entertainment  save  as  the  mean- 
ing may  be  gathered  from  the  aggregation  of  the  two  words;  there  is  no  system  of 
entertamments  known  as  lecture  lyceums;  it  does  not  indude  mere  independent 
show  units  engaged  for  the  occasion,  whether  shown  alone  or  as  an  antidote  for  som- 
nolence.   (T.  D.  2684;  Mar.  28, 1918.    Ct.  Dec.) 
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Occupational  tax. 

Statement  of  matters  involyad  in  case  of  Redpath  Lyceum  Bureau  «.  Pldrarin^, 
in  order  that  dedaion  holding  that  the  Redpath  Ck>.  is  not  a  lecture  lyceum  within 
eighth  subdivision  of  section  3  of  the  act  of  October  22,  1914,  may  be  properly 
understood.    (T.  D.  2448;  Feb.  14,  1917.) 

Exemption  of  lecture  lyceums  under  clause  8  of  secldon  3  of  the  act  of  October  22, 
1914,  does  not  apply  to  lecture  lyceum  bureau  which  is  proprietor  Of  showi  or 
exhibitions.    (T.  D.  2684;  Mar.  28,  1918.    Ot.  Dec.) 

LBGAOY  TAXES. 

See  ''Inheritance  Taxes." 

LZBBBTY  BONDS. 

Additional  taxes. 

Collectors  authorized  to  accept  in  lieu  of  surety  bonds  as  security  for  payment 
of  floor  taxes  covered  by  section  1002  of  the  act  of  October  3,  1917,  Liberty  bonds 
of  the  United  States  equivalent  to  the  actual  amount  of  taxes  due.  (T.  D.  2537; 
Oct.  17, 1917.) 

Bonds  deposited  as  security  must  be  immediately  forwarded  to  Gommiasioner 
of  Internal  Revenue  by  registered  mail  for  safe  keeping,  except  where  collector's 
office  is  in  same  dty  as  Federal  reserve  bank,  in  which  case  coupon  bonds  received 
should  be  deposited  with  such  bank,  which  will  issue  its  receipt;  disposition  of 
receipts;  assignment  of  registered  bonds;  insurance  of  package.  (T.  D.  2554; 
Oct.  25, 19170 

Collectors  authorized  to  accept  certificate  of  bank  or  trust  company,  member  of 
Federal  Reserve  System,  sufficiency  and  solvency  of  which  are  satis&ctoiy  to  col- 
lector, to  effect  that  taxpayer  has  deposited  cash  or  Treasury  certificates  of  indebt- 
edness in  full  payment  of  liberty  loan  bond  subscriptions  in  name  of  ''Commis- 
sioner of  Internal  Revenue  in  trust  for ,'^or  in  event  bond  transaction 

is  not  consummated  taxes  will  be  paid  to  collector  in  cash  or  corporate  surety  bond 
filed;  form  of  certificate  indicated:  certificate  to  be  forwarded  to  Commissioner  of 
Internal  Revenue.    (T.  D.  2554;  Oct.  25,  1917.) 

Where  Liberty  bonds  are  deposited  as  security,  principal  must  execute  bond  in 
stated  form;  liberty  bonds  deposited  and  in  possession  of^collector  of  internal  reve- 
nue should  be  surrendered  to  taxpayer  as  soon  as  the  tax  and  interest  have  been 
paid;  if  tax  is  paid  in  installments,  a  proportionate  amount  of  the  coUateral  depos- 
it^ may  be  surrendered  in  the  discretion  of  the  collector.  (T.  D.  2574;  Oct.  31, 
1917.) 

Estate  or  inheritance  taocea— Payment. 

Circular  No.  132,  Issued  under  date  of  January  30, 1919,  with  reference  to  receipt 
of  Liberty  bonds  in  payment  of  estate  or  inheritance  taxes,  published.  (T.  D.  2802; 
Mar.  12,  1919.    See  also.T.  Ds.  2878,  2898,  2904,  2905.) 

Excise  taxes. 

Corporation  owning  Liberty  bonds  is  not,  to  that  extent,  exeznpt  from  franchise 
taxes,  excise  taxes,  and  other  corporation  taxes  of  the  United  States,  and  of  the 
several  States.    (T.  D.  2512;  June  8, 1917.) 

Income  taxea— Exemptions. 

Income  from  United  States  bonds  issued  under  the  act  of  September  24, 1917,  is 
exempt  from  the  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  corpora- 
tions oy  section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax 
imposed  by  section  10  of  Title  I  of  the  act  of  September  8, 1916,  as  amended.  (T.  D. 
2690;  art.  85.) 

Interest  on  obligations  of  United  States  (but,  in  case  of  oblijgations  issued  after 
September  1^  1917,  only  if  and  to  extent  provided  in  act  authorizing  issue  thereof), 
or  its  possessions  shall  not  be  included  as  mcome.    (T.  D.  2690;  art.  5.) 

When  income  as  such  is  taxable  to  beneficiaries,  as  in  case,  under  present  income 
tax  law,  of  trust  income  of  which  is  to  be  distributed  annually  or  regularly  between 
existing  beneficiaries,  each  beneficiary  is  regarded  as  owner  of  proportionate  part 
of  bonds  held  in  trust,  and  subscri]^tion  of  trustee  for  bonds  of  Fourth  liberty  Loan 
constitutes  each  beneficiary  an  original  subscriber  for  his  proportionate  put  and 
entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  issues,  whether 
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owned  by  benefidary  or  by  trustee,  and  subBcrlptian  by  sudi  benefidary  for  bonds 
of  Fourth  Liberty  Loan  entitles  him  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues  held  by  trustee.    (T.  D.  2762;  Oct.  18,  1918.) 

When  income  Is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law,  of  a 
trust  income  of  which  is  accumulated  for  benefit  of  unborn  or  unascertained  per- 
sons, trustee  is  regarded  as  owner  of  all  bonds  held  in  trust  and  the  trust  is  entitled 
to  exemption  on  account  of  such  ownership;  in  such  case  subscription  by  trustee 
for  bonds  of  Fourth  Liberty  Loan  constitutes  trustee  as  such  the  onnnal  subscriber 
and  entitles  the  trust,  on  account  of  such  subscription,  to  collateral  exemption  of 
interest  on  bonds  of  previous  issues.    (T.  D.  2762;  Oct.  18,  1918.) 

When  income  of  partnership  is  taxable  to  individual  partners,  as  under  present 
income  tax  law,  each  partner  is  treated  as  owner  of  proportionate  part  of  Libertv 
Loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such 
ownership  as  if  such  partner  owned  such  proportionate  part  of  bonds  directly.  (T. 
D.  2762;  Oct.  18, 1918.) 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess  profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  Loan  bonds  held 
by  it  and  entitled  to  exemption  m>m  taxes  assessed  upon  income  of  partnership  as 
such.    (T.  D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  partnership 
income  such  partner,  if  partner  at  time  of  original  subscription  by  partnership  for 
bonds  of  Fourth  Liberty  Loan,  is  treated  as  original  subscriber  for  proportionate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
•  previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part  (T.  D. 
2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partnership  income  as  a  whole, 
such  partnership  is  original  subscriber  and  entitled  to  collateral  exemption  of 
interest  on  Liberty  bonds  of  previous  issues  on  account  of  such  original  subscrip- 
tion for  bonds  of  Fourth  Liberty  Loan.    (T.  D.  2762;  Oct.  18, 1918.) 

Corporation,  and  not  stockholders,  is  regarded  as  owner  of  Liberty  Loan  bonds 
held  by  a  corporation  and  entitled  to  exemption  on  account  of  such  ownership; 
when  bonds  of  Fourth  Liberty  Loan  are  subscribed  for  by  corporation  it,  and  not 
stockholders,  is  original  subscriber  and  entitled  to  collateral  exemption  of  interest 
on  bonds  of  previous  issues  on  account  of  such  original  subscription.  (T.  D.  2762; 
Oct.  18, 1918.) 

Circular,  issued  under  date  of  April  2^,  1919,  with  reference  to  ti^  exemptions  of 
Liberty  bonds  and  Victory  notes  published  for  information  of  internal  revenue 
officers  and  others  concerned.    (T.  D.  2836;  May  7,  1919.) 

For  purposes  of  additional  tax  exemption  for  Liberty  bonds  granted  by  section  2(b) 
of  the  Victory  Liberty  loan  act,  approved  March  3.  1919,  Victory  notes  of  either 
series  issued  upon  conversion  of  Victory  notes  of  the  otner  series  which  were  originally 
subscribed  for  by  any  taxpayer  will  be  deemed  to  have  been  originally  sub^ribed 
for  by  such  taxpayer.    (T.  D.  2857;  June  7,  1919.) 

All  interest  accrued  on  3f  per  cent  Victory  notes  at  date  of  any  conversion  by 
taxpayer  into  4}  per  cent  Victory  notes,  will,  for  purposes  of  computing  net  income, 
be  deemed  to  be  interest  upon  3}  per  cent  Victory  notes,  and  will  be  entitled  to 
exemptions  from  taxation  to  which  interest  upon  3}  per  cent  Victory  notes  is  en- 
titled.   (T.  D.  2866;  June  14,  1919.) 

Interest  accrued  on  4|  per  cent  Victory  notes  at  date  of  conversion  by  taxpayer 
into  3}  per  cent  Victory  notes  will,  for  purposes  of  computing:  net  income,  be  deomo<l 
to  be  interest  on  4f  per  cent  Victory  notes,  and  will  be  entitled  only  to  exemptions 
from  taxation  to  wlach  interest  on  4f  per  cent  Victory  notes  is  entitled;  amoi  11(3 
received  by  taxpayer  from  United  States  by  way  of  adjustment  of  accrued  interest 
upon  conversion  of  4J  Victory  notes  will  be  deemed  to  be  interest  on  4}  per  cent 
Victory  notes.    (T.  D.  2865;  June  14,  1919.) 

Stamp  tax  on  notes  seoured  by. 

Promissory  notes  issued  and  delivered  on  or  after  April  6.  1918,  and  secured  by 
pledge  of  any  bonds  or  obligations  of  United  States,  issued  alter  April  24, 1917,  and 
all  promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  promissory  note  which  itself  is  secured  by  pledge  of  United  States  bonds  or 
obli^tions  issued  alter  April  24,  1917,  are  exempt  trom  stamp  tax  imposed  by  sec- 
tion 301  of  the  act  of  April  6, 1918;  bonds  herein  mentioned  include  Liberty  bonds: 
exemption  applies  only  where  par  value  of  bonds  or  obligations  pledged  shall  equal 
amount  of  promissory  note.    (T.  D.  2701;  Apr.  16, 1918.) 
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Wine  makers— Depoflitfl. 

Wine  maker  producing  not  exceeding  1,000  f;aUoQfl  may  either  file  bond,  Form 
699,  or  may  deposit  with  collector  as  security  Ldberty  Loan  bonds  or  cash  equal  to 
amount  of  tax;  if  Liberty  Loan  bonds  are  deposited,  he  must  execute  bond,  in 
duplicate,  in  stated  form,  and  in  such  form  with  appropriate  substitutions  in  case 
cash  is  deposited;  bond  and  security  must  be  filed  with  collector  prior  to  time  of 
crushing  grapes.     (T.  D.  2765;  Oct.  21, 1918.) 

When  Liberty  Loan  bonds  or  cash  are  deposited  as  security  by  wine  maker  pro- 
ducing not  exceeding  1,000  gallons  per  year,  the  collector  should  give  the  depositor 
a  receipt  in  stated  form,  which  receipt  should  be  made  in  triplicate,  <me  copy  being 
immediately  transmitted  to  Commissioner  of  Internal  Revenue;  safekeeping  of 
bonds;  assigning  of  registered  bonds:  security  thus  pledged  should  not  be  held  by 
collector  except  upon  instructions  irom  Commissioner,  and  security  will  be  sur- 
rendered as  soon  as  tax  and  any  accrued  penalty  and  interest  have  been  paaid 
(T.  D.  2765;  Oct.  21,  1918.) 

LICENSES. 
Fermented  malt  liquors. 

Brewers  intending  to  produce  fermented  malt  liauor  oa  and  after  January  1, 1918, 
required  to  apply  for  license  to  operate  imder  food-control  act  of  October  10,  1917; 
contents  and  form  of  application;  issuance  and  posting  of  license.  (T.  D .  2618 ;  Dec. 
21, 19170 

Income  taxes — Banks  or  agencies  collecting  foreign  items. 

All  persons,  corporations,  etc.,  undertaking  as  matter  of  business  or  for  profit 
collection  of  foreign  pavments  of  interest  on  dividends  b]^  means  of  coupons,  checks, 
or  bills  of  exchange,  snail  obtain  license  from  Commissioner  of  Internal  Revenue, 
as  prescribed  by  section  9  (b)  of  the  act  of  September  8,  1916,  as  amended;  such 
licensee  shall  write  or  stamp  on  the  face  of  the  item:  *' Information  obtained  and 
furnished  by (name  of  collecting  agent)."    (T.  D.  2690;  art.  48.) 

Banks  or  agents  collecting  foreign  items  required  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  business  and  are  subject  to  such  regular 
tions  for  furnishing  of  information  as  the  Commissioner,  with  approval  of  Secretarv 
of  the  Treasury,  shall  prescribe,  and  to  penalties  prescribed  for  uulure  to  obtain  such 
license.     (T.  D.  2759;  Oct.  2,  1918.) 

Foreign  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  mdoTsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
giving  all  information  called  for  by  such  certificate;  where  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  ownerdiip  certificate 
and  indorse  on  item  the  words  ''Certificate  attached  and  information  furnished," 
adding  his  name  and  address;  when  forei^  items  have  been  properly  indorsed, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of  month  following  that 
during  which  items  were  accepted,  accompanied  by  letter  of  transmittal,  showing 
number  of  certificates  and  aggregate  aiQount  of  foreign  items  disclosed  thereon. 
(T.  D.  2759;  Oct  2,  1918.) 

■^^  Deductions. 

License  taxes  may  be  deducted  either  as  taxes  or  items  of  expense,  but  not  under 
both  heads.    (T.  D.  2690;  art.  8.) 

LIFE  ESTATES. 

Estate  tax. 

See  "Estate  Taxes." 

LIFE   mSUBANCE. 

See  "Insurance." 

LIF  EMEMBEBSHIF  FEES. 

See  "Dues." 

LIMITATION  OF  ACTIONS. 
Becovery  of  taxes  paid. 

The  bar  of  section  3226,  Revised  Statutes,  making  appeal  to  Commissioner  and 
decision  by  him  a  necessary  condition  precedent  to  action  to  recover  tax  ille^lly 
collected,  and  of  section  3228,  Revised  Statutes,  fixing  two  years  aa  time  within 
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Beoorery  of  taxes  paid — Continued, 
which  to  bring  such  an  action;  is  removed  as  to  inheritance  taxes  imposed  by  act 
ol  June  13, 1898,  ii  taxpayer  has  complied  with  section  3  q<  the  act  of  June  27, 1902, 
and  section  2  of  the  act  of  July  27,  1912,  and  presented  to  Commissioner  claim  for 
refund  of  the  tax.    (T.  D.  2886;  July  10,  1919.    Ct.  Dec.) 

Where  application  was  made  on  September  7 ,  1916,  to  the  Secretary  of  the  Treasii  ry 
for  repayment  of  tax  collected  under  act  of  Jime  13,  1898,  and  claim  was  rejected 
on  October  30, 1916,  suit  brought  in  Court  of  Claims  on  January  23,  1917,  under  the 
act  of  July  27, 1912,  was  within  the  six-year  period  allowed  by  section  1069,  Revised 
Statutes.    (T.  D.  2885;  July  10,  1919.    Ot.  Dec.) 

Refunds. 

ITnder  the  pro\d8ion  of  section  14,  paragraph  ra\  act  September  8, 1916.  that  upon 
examination  of  any  return  of  income  maoe  pursuant  to  Title  I,  act  of  August  5, 1909, 
and  act  of  October  3,  1913,  if  it  shall  appear  that  amounts  of  tax  have  l^n  paid  in 
excess  of  those  properly  due,  the  taxpayer  shall  be  permitted  to  present  a  claim  for 
refund  thereof  notwitlistanding  provisions  of  section  3228  of  the  Revised  Statutes, 
claims  for  refund  which  have  once  been  rejected  by  the  Commissioner  because  of 
the  statute  of  limitation  in  existence  at  that  time  may  be  reopened;  claims  rejected 
can  also  be  reopened  if  the  question  involves  an  examination  of  the  return.  (T.  D. 
2396;  Nov.  1,  1916.) 

A  tax  demanded  and  paid  under  section  29  of  the  war-revenue  act  of  June  13, 1898, 
on  a  contingent  beneficial  interest  not  vested  prior  to  July  1,  1902,  contrary  to  the 
refunding  act  of  June  27,  1902,  is  a  tax  *' erroneously  collected  **  within  meaning  of 
the  act  of  July  27,  1912,  although  payment  was  without  protest  or  reservation,  and 
under  that  act  right  to  refund  is  barred  if  claim  was  not  presented  to  the  Commis- 
sioner of  Internal  Revenue  on  or  before  January  1, 1914.  (T.  D.  3007;  Apr.  22, 1920. 
Ct,  Dec.) 

Filing  of  amended  returns  does  not  constitute  beginning  ol  new  proceedings  which 
BO  supersede  the  original  returns  as  to  remove  bar  imposed  by  sections  3227,  3228, 
Revised  Statutes,  against  claims  by  taxpayers  for  refund  of  taxes  paid  upon  original 
returns  and  assessments.    (T.  D.  3013;  May  3, 1920.    Ct.  Dec.) 

LIMITED  PA&TNBBSHIPS. 
Capital  stock  tax. 

Pennsylvania  partnerships  with  limited  liability  and  similar  so-called  limited 
partnerships  or  partnership  associations,  having  perpetual  succession  and  capable 
of  taking  title  to  real  estate  and  suing  in  common  name,  are  subject  to  tax  imposed  by 
act  September  8, 1916,  although  they  may  not  issue  stock  certificates  to  evidence  the 
shares  of  the  members.    (T.  D.  2750,  art.  2,  Appendix  A;  Aug.  9,  1918.) 

Limited  partnemhips  of  the  New  York  type,  having  practically  no  characteristics 
of  a  corporation  or  jomt-stock  company  except  limited  liability  as  to  some  of  the 
partners,  are  not  within  scope  of  tax  imposed  by  act  September  8,  1916.  (T.  D. 
2760,  art.  2;  Aug.  9, 1918.) 

Definition* 

Limited  partnership  is  partnership  having  one  or  more  special  partners  who  may 
share  in  profits  of  firm  but  whose  liability  for  debts  of  company  is  limited  to  amount 
of  capital  invested  by  such  special  partner  or  partners.    (T.  D.  2690;  art.  62.) 

Ijimited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for  limit- 
ing liability  of  all  iho  members,  provide  for  transferability  of  partnership  shares, 
and  capable  of  holdim^  real  estate  and  bringing  suit  in  common  name,  are  corpora- 
tions or  joint-stock  companies;  limited  partnerships  of  New  York  type,  which  can 
not  limit  liabilitv  of  general  partners,  although  special  partners  enjoy  limited  lia- 
bility so  lon^  as  tney  observe  statutory  conditions,  and  which  are  dissolved  by  death 
or  attempted  transfer  of  interest  of  general  partner,  and  which  can  not  take  real 
estate  or  sue  in  partnership  name,  are  partnerships;  in  doubtful  cases  limited  part- 
nerships will  be  treated  as  corporations  unless  tney  submit  satisfactory  proof  that 
they  are  not,  in  e£fect,  so  oiganized.    (T.  D.  2711;  May  9, 1918.) 

LINQCBNTS. 
Denatured  alcohol. 
See  "Alcohol." 

IJQXnBXTBS. 

Bee  ''Rectified  Spirits;"  "Wines." 

« 
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LIVB  STOCK. 
Incoxne  taxes— Exemptloxui. 

Agricultural  oz^nizationa  do  not  include  corporations  angaged  in  ^wing  agri- 
cultural products  or  raising  live  stock  or  dmilar  products  for  profit,  but  include  only 
those  organizations  which,  having  no  net  income  inuiinff  to  oenent  of  members,  are 
educational  or  instructive  in  character,  and  which  have  for  their  pmpose  the  better- 
ment of  conditions  of  those  engaged  in  these  pursuits,  improvement  of  growing  of 
their  products,  and  encouragement  and  promotion  of  industries  to  higher  degree  of 
efficiency:  included  in  this  class  as  exempt  are  county  fairs  and  like  associations  of  a 
quasi-puDlic  character;  societies  or  associations  holding  race  meets  from  which 
profits  inure  or  may  inure  to  members  or  stockholders  are  not  exempt.  (T.  D.  2690; 
art.  73.) 

Corporation  ensaged  in  raising  stock  or  poultry,  or  mwing  grain,  fruits,  or  other 
products  of  this  cnaracter,  as  means  of  livelihood  and  for  purpose  of  ^n,  is  an  a^- 
cultural  or  horticultural  society  only  in  the  sense  that  its  name  indicates  the  kind 
of  business  in  which  it  is  engagea,  and,  as  such,  is  not  exempt  from  taxation. 
(T.  D.  2690;  art.  74.) 

OroBS  income. 

In  case  of  sale  total  amount  received  for  stock  raised  and  for  stock  purchased  for 
resale  is  to  be  accounted  for  as  income.    (T.  D.  2690;  art.  4.) 

—  Net  income — ^Depreciation. 

Under  paragraph  7  of  section  5  (a)  of  the  act  of  September  8,  1916,  there  may  be 
claimed  a  reasonable  allowance  for  depreciation  on  stock  purchased  for  breeding 
purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased  for  resale  will 
be  allowed.    (T.  D.  2690;  art.  4.) 

Corporations  engaged  in  farming  may  claim  reasonable  allowance  for  depreciation 
on  stock  purchased  for  breeding  purposes,  but  no  claim  for  depreciation  on  stock 
purchased  for  resale  will  be  allowed.    (T.  D.  2690;  art.  123.) 

There  may  be  claimed  a  reasonable  allowance  for  depreciation  on  farm  buildings, 
farm  machinery,  and  other  physical  property,  including  stock  purchased  for  brew- 
ing purposes,  but  no  claim  for  depreciation  on  stock  raised  or  purchased  for  resale 
will  be  allowed.    (T.  D.  2690;  art.  123.) 

Death. 

Where  farmer  has  adopted  inventory  method  of  keeping  accounts,  he  should,  in 
order  to  ascertain  gross  income,  add  to  amount  received  from  sales  during  year  the 
inventory  of  the  live  stock  on  hand  at  the  close  of  the  year,  and  then  deduct  amount 
expended  in  purchasing  live  stock  plus  inventory  of  hve  stock  at  beginning  of  year; 
no  deduction  can  be  made  for  stock  lost  during  year;  stock  purchased  for  any  pur- 
pose other  than  resale  may  be  included  in  inventory  for  each  year  at  a  figtire  wnich 
will  reflect  reduction  in  value  estimated  to  have  occurred  through  increase  or  age  or 
other  causes;  cost  price  of  articles  sold  must  not  be  taken  as  additional  deduction. 
(T.  D.  2665;  Mar.  8, 1918.) 

Individual  engaged  in  raising  and  selling  stock  may  not  claim  as  loss  value  of  such 
ftnimalfl  raised  as  die;  in  case  of  animals  purchased,  which  die,  amount  of  purchase 
money  will  be  an  allowable  deduction,  if  not  previously  deducted  as  business  ex- 
pense.   (T.  D.  2690;  art.  4.) 

Money  expended  for  stock  for  breeding  purposes  is  regarded  as  capital  invested, 
and  where  stock  dies  from  disease  or  injury  or  is  killed  by  order  of  authorities  of 
State  or  United  States  and  cost  thereof  has  not  been  claimed  as  item  of  expense, 
amounts  so  expended,  less  any  depreciation  which  may  have  been  previously 
claimed,  may  be  deducted  as  a  loss;  if  reimbursement  is  made  by  State  or  United 
States,  amount  received  shall  be  reported  as  income  for  year  in  which  reimburse- 
ment is  made.    (T.  D.  2690;  art.  4.) 

(Corporation  engaged  in  raising  and  selling  live  stock  can  not  deduct  amounts 
claimed  as  loss  on  account  of  death  of  such  stock  through  exposure  or  otherwise, 
unless  and  to  extent  that  such  stock  was  specifically  paia  for  in  cash  or  its  equiva- 
lent; if  stock  is  raised  and  fed  upon  farm  or  range,  cost  of  feeding  and  raising  will  be 
included  as  operating  expenses,  and  no  loss  of  capital  is  sustained  when  live  stock 
perishes;  if  stock  was  purchased  and  cost  thereof  was  not  charged  into  expenses  and 
as  such  deducted  from  gross  income,  deductible  loss  will  be  actual  purchase  price 
less  any  depreciation  woich  had  been  previously  charged  off  and  deducted.  (T. 
D.  2690;  art.  154.) 
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Iheome  tax6»— Continued. 

Net  income — Continued. 

*— Purohase  price. 

Cost  of  live  stock  purchased  for  resale  by  coi^ralion  en^[aged  in  operating  planta- 
tions, stock  farms,  etc.,  is  an  allowable  deduction  under  item  of  expense.  (T.  D. 
2690;  art.  123.    But  see  T.  D.  2665.) 

Amount  expended  in  purchasing  stock  for  resale  is  an  investment  of  capital  and  is 
not  to  be  taken  as  an  item  of  expense  for  year  in  which  stock  was  purchased  or  for 
any  subsequent  year,  but  when  stock  so  purchased  is  sold  its  cost  is  to  be  deducted 
from  sales  price  in  ascertaining  amount  o!  gain  or  profit  returnable  for  tax  purposes; 
return  where  cost  of  stock  purchased  in  1916  or  any  previous  year  for  resale  has  been 
claimed  as  a  deduction.    (T.  D.  2665;  Mar.  8,  1918.) 

^— Expenses. 

All  items  of  expense  connected  with  the  care,  feeding,  and  marketing  of  live  stock 
may  be  claimed  as  deductions  only  in  the  return  rendered  for  the  year  during  which 
such  expenditures  were  made;  this  applies  even  though  stock  may  not  have  been 
sold  or  exchanged  for  money  or  money  equivalent  during  year  for  which  return  is 
rendered.    (T.  D.  2665;  Mar.  8, 1918.) 

In  determining  cost  of  stock  for  purpose  of  ascertaining  deductible  loss  there  shall 
be  taken  into  account  only  the  purchase  price  and  not  the  cost  of  any  feed,  pasturage, 
or  care  which  has  been  deducted  as  an  expense  of  operations.    (T.  D .  2690 ;  art.  123. } 

Shows — ^Admlaaiona  tax. 

The  term  ''agricultural  fairs,''  as  used  in  section  700  of  the  act  of  October  3, 1917, 
includes  live  stock  and  similar  shows  for  promotion  of  agricultural  interests,  but  not 
bench  shows  or  other  indoor  exhibitions.    (T.  D.  2681;  Mar.  26,  1918.) 

LOANS. 

See  *' Building  and  Loan  Associations." 
Inoonie  taxes. 

Interest  on  securities  issued  under  provisions  of  Federal  farm  loan  act  of  July  17, 
1916,  shall  not  be  included  as  income.     (T.  D.  2690;  art.  5.) 

Where  banks  or  other  corporations  loan  money  by  discounting  bills  or  notes,  one 
of  two  methods  shall  be  used  in  determining  amount  of  discount  to  be  reported  as 
income,  namely,  (1)  if  bank  or  corporation  makes  practice  of  crediting  discount 
directly  to  * 'discount  account"  or  to  profit  and  loss,  total  amount  thus  credited 
during  year  shall  be  considered  income,  regardless  of  fact  that  portion  may  represent 
discount  paid  in  advance;  (2)  if  bank  or  corporation  follows  practice  of  crediting 
discount  to  "unearned  discount  account,''  and  later,  as  discount  becomes  earned, 
debits  unearned  account  and  credits  "earned  discount  account "  with  amount  eo 
earned,  total  amount  credited  to  "earned  discount  account"  during  year  shall  be 
considered  income.    (T.  D.  2690;  art.  114.) 

In  case  of  banks  and  banking  asBOciations.  loan  or  trust  companies,  interest  paid 
within  >rear  on  depositor  on  moneys recdlvea  from  investment  and  secured  by  inter- 
est-bearing certincates  of  indebtedness  issued  by  such  bank,  banking  association, 
loan  or  trust  company,  may  be  allowably  deducted  from  gross  income  of  such  cor- 
poration.   (T.  D.  2690;  art.  190.) 

Stamp  taxes. 

Neither  security  agreement  signed  by  prospective  borrower  of  bank,  empow.ering 
bank  to  apply  any  securities,  money,  or  other  property  of  borrower  in  hands  of  bank 
to  satisfy  debt,  nor  form  of  application  for  the  loan,  is  subject  to  stamp  tax  imposed 
by  Schedule  A  of  section  807  of  act  of  October  8, 1917.    (T.  D.  2599;  Dec.  3,  1917.) 

Transfer  of  shares  or  certificates  of  stock  in  any  association,  company,  or  corpora- 
tion, made  by  the  person  loaning  stock  to  another  borrowing  such  stocfc  to  efifect  a 
sale,  and  also  transfer  of  shares  or  certificates  of  stock  from  a  borrower  returning 
them  to  lender,  in  fulfillment  of  borrower's  obligation  to  buy  in  and  return  stock, 
are  both  subject  to  tax  imposed  by  sections  800  and  807  of  the  act  of  October  3, 1917; 
in  so-caired  short-sale  transaction,  there  are  four  taxable  sales  or  transfers:  (1  )Sale 
of  stock  by  person  making  short  sale,  (2)  transfer  from  lender  of  stock  to  person 
making  short  sale,  (3)  purchase  by  borrower  of  stock  to  return  to  lender,  (4)  transfer 
by  borrower  to  lender  of  shares  to  replace  those  borrowed.  (T.  D.  2685;  Mar.  30. 
1918.) 
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LODGES. 

Capital  stodk  tax— Exemption. 

Fraternal  beneficiary  society,  order,  or  association,  operating;  under  the  lodge 
system  or  for  the  exclusive  benefit  of  the  members  of  a  tratermty  itself  operating 
under  the  lodge  system,  and  providing  for  payment  of  life,  sick,  accident,  or  otiier 
benefits  to  members  of  such  society,  order,  or  association,  or  their  dependents,  ia 
exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D. 
2383;  Oct.  19,  1916.    T,  D.  2759,  art.  12;  Aug.  9,  1918.) 

Deftnition. 

A  society  or  association  * 'operating  under  the  lodge  system*'  is  one  organized 
under  a  charter  or  dispensation  with  properly  appointed  or  elected  officers,  with  an 
adopted  ritual  or  ceremonial,  holding  meetings  at  stated  intervals.  (T.  D.  2690; 
art.  77.) 

Dues. 

Dues  or  fees  are  expressly  exempt  from  tax  when  paid  to  fraternal  beneficiary 
society,  order,  or  association^  operating  under  the  lodge  system  or  for  exclusive 
benefit  of  members  of  fratermty  itself  operating  under  such  system  and  providing 
for  payment  of  benefits  to  meabers  of  such  society,  order,  or  association,  or  their 
dependents;  dues  or  fees  paid  tj  fraternal  orders  not  billing  within  the  express 
exemption  are  not  subject  to  tax  if  purposes  and  practices  of  order  are  reli^ous, 
benevolent,  or  educational,  and  any  social  activities  are  incidental  and  suboidinate* 
(T.  D.  2681;  Mar.  26, 1918.) 

Income  taxes— Exemptions. 

Beneficiary  society,  order,  or  association  operating  under  lodge  svstem  or  for 
exclusive  benefit  of  members  of  a  fraternity  itself  operating  under  loage  system  is 
exempt  from  tax,  without  condition;  collector,  being  satisfied  that  oiganization 
comes  within  exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  relieve 
it  from  necessity  of^ making  returns.    (T.  D.  2690;  art.  68.) 

Society  or  association  '^operating  under  the  lodge  system,"  which  is  exempted 
under  the  provisions  of  the  income-tax  act,  is  considered  to  be  one  organized  imder 
a  charter  with  properly  appointed  or  elected  officers  with  an  adopted  ritual  or  cere- 
monial, holding  meetings  at  stated  intervals,  and  supported  by  aues,  fees,  or  assess- 
ments.   (T.  D.  2690;  art.  239.) 

Insurance — ^Exemptions  from  tax. 

Fraternal  beneficiary  society,  order,  or  association  operating  under  lodge  system 
or  for  exclusive  benefit  of  members  of  fraternity  itself,  operating  under  lodge  system, 
and  pro\'iding  for  payment  of  life,  sick,  su^cident,  or  other  benefits  to  the  members 
of  such  society  or  order  or  their  dependents,  is  exempt  from  tax  on  insurance.  (T.  D« 
2588;  Nov.  21,  1917.) 

Occupational  tax— Pool  or  billiard  tables,  etc. 

Occupation  tax  levied  by  act  of  September  8, 1916,  is  applicable  to  pool  or  billiard 
tables  and  bowling  alleys  in  lodge  halls.    (T.  D.  2462;  Feb.  16,  1917.) 

LOGGINa  COMPANIES. 

Transporting:  for  hire. 

Where  a  person,  corporation,  partnership,  or  association  is  enga^  ii^  1<  .^ 
and  for  account  of  himself  or  itself  furnishes  any  of  the  services  or  fr^cihties  descnl 
or  referred  to  in  subdivisions  (a),  (b),  (c),  or  (d)  of  section  500  of  the  act  of  October 
3,  1917,  and  at  times  for  hire  furnishes  any  ot  such  facilities  for  the  account  of  any 
other  person,  corporation,  partnership,  or  association,  the  one  furnishing  such 
facility  is  a  carrier,  and  tax  applies  as  respects  all  commodities  so  transported, 
whether  for  his  or  its  account  or  for  the  account  of  others.  (T.  D.  2676;  Mar.  18. 
1918.) 

LOSSES. 

Alcohol  in  transit. 
See  "Alcohol.? 
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Distilled  apirits. 

See  * '  Distilled  Spirita." 
Net  income  for  income-tax  purposes. 

See  "Income  Taxes  (Corporations)";  "Income  Taxes  (Individuals).'! 

LT7MBEB  COMPANIES. 
Excise  taxes. 

The  gain  on  a  sale  of  timber  acquired  by  a  lumber  manufacturing  company 
before  «ranuary  1,  1909,  and  converted  into  money  after  that  date  is  income  withi  i 
the  meaning  of  the  corporation  excise- tax  act  of  1909,  but  only  such  portion  of  tli  f 
gain  as  accrued  subsequent  to  December  31,  1908,  is  taxable.  (T.  D.  2723;  Jiiiio* 
4,1918.    Ct.  Dec.) 

Income  taxes^Net  income. 

CorporationB  o\vning  timber  land  and  logging  off  the  timber  and  manufac* 
turing  it  into  lumber,  will  if  timber  was  acquired  prior  to  March  1,  1913,  be  per- 
mitted to  exclude  from  gross  income  either  through  deduction  from  gross  receipt, 
or  through  charge  into  cost  of  ii.anufacturing  timber  into  lumber,  an  amount  equiva- 
lent to  &r  market  price  or  value  of  standmg  timber  as  of  March  1,  1913;  corpora- 
tions must  set  up  on  their  books  as  of  March  1,  1913,  the  fair  market  price  en  blocs 
of  all  timber  then  owned  by  them  and  then  by  dividing  such  value  by  estimated 
number  of  feet  in  entire  holdings  per  unit  value  or  price  will  be  ascertamed,  which 
per  unit  price  or  value  will  be  basis  for  measuring  amount  to  be  added  to  cost  of 
manufacture  or  deducted  from  gross  income  until  en  bloc  value  of  entire  holdings 
shall  have  been  extingiushed;  same  rule  applies  to  timber  or  timber  lands  purchased 
subsequent  to  March  1,  1913,  only  difference  being  that  actual  cost  shall  be  sub- 
stituted for  en  bloc  price  or  value.    (T.  D.  2690;  art.  173.) 

Where  entire  market  price  or  valie  for  both  timber  and  lands  as  of  March  1, 1913, 
or  entire  cost,  if  acquired  subsequent  to  that  date,  is  extin^ished  through  deduc- 
tion from  gross  income  for  timber  used  or  through  per  unit  charge  to  cost  of  manu- 
facturing lumber,  entire  amount  realized  from  loeged-off  lands  or  other  salvage  will 
be  returned  as  income  of  year  in  wliich  such  lands  are  sold  or  disposed  of;  if  timber 
or  timber  lands  are  sold  en  bloc,  gain  or  loss  will  be  ascertained  on  basis  of  difference 
between  &ir  market  price  or  cost  and  selling  price,  accordingly  as  property  was 
acquired  prior  or  subsequent  to  March  1,  1913.    (T.  D.  2690;  art.  173.) 

Fair  market  price  or  value  of  timber  lands  a»  of  March  1,  1913,  is  price  at  which 
property  in  its  then  condition  and  with  circumstances  then  surrounding  it  could 
nave  been  sold  for  cash  or  its  equivalent;  such  value  must  not  be  speculative,  but 
must  be  determined  without  taking  into  account  any  prospective  profits  that  may 
result  by  manufacturing  the  timber  into  lumber;  value  once  determined  must  be 
set  up  on  books  and  as  measure  of  stumpage  deduction  must  remain  constant  and 
can  not  be  increased  except  as  new  purchases  are  made  at  higher  averse  cost; 
value  so  set  up  will  be  subject  to  approval  of  commissioner.    (T.  D.  2690;  art.  173.) 

MACHINERY. 
Income  taxes — Deductions. 

Cost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense,  but 
cost  of  ordinary  tools  may  be  included  under  this  item.    (T.  D.  2690;  art.  4.) 

Under  paragraph  7  of  section  5  (a)  of  the  act  of  September  8,  1916,  there  may  be 
claimed  a  reasonable  allowance  for  depreciation  on  ueirm  machinery.  (T.  D.  2690; 
art.  4.) 

Corporations  engaged  in  farming  may  claim  a  reasonable  allowance  for  deprecia- 
tion on  farm  machinery.    (T.  D.  2690;  art.  123.) 

Cost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense,  but 
cost  of  ordinary  tools  of  short  life  or  insignificant  cost,  such  as  hand  tools,  including 
shovels,  rakes,  etc.,  may  be  included  under  this  item.    (T.  D.  2690;  art.  123.) 

Loss  due  to  voluntary  removal  or  demolition  of  old  buildings,  scrapping  of  machin- 
ery, equipment,  etc.,  incident  to  renewals  and  replacements  will  be  deductible,  in 
amount  representing  difference  between  cost  of  such  property  and  amount  measur- 
ing reasonable  allowance  for  d^reciation  which  property  had  undergone  prior  to 
its  demolition  or  scrapping.    (T.  D.  2690;  art.  155.) 
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KAIL. 

Estate  tax— Notice  of  excess  tax. 

"Time  of  notification/'  witMn  section  207  of  the  estate  tax  law,  Title  11,  act  of 
September  8. 1916,  in  the  date  on  which  notice  of  the  amount  of  such  ^'excess  nart 
of  the  tax"  is  received  by  the  executor,  whether  such  notice  is  given  by  man  or 
otherwise.    (T.  D.  2770;  Nov.  6, 1918.) 

Income  taxes— MaiUng  returns. 

If  return  is  made  and  placed  in  the  United  States  mail,  proi>erly  addressed,  and 
postage  paid,  in  ample  time,  in  due  course  of  mail,  to  reach  office  of  collector  or 
deputy  collector,  on  or  before  last  due  date,  no  penalty  will  attach  should  return 
not  be  actually  received  by  such  officer  untO  subsequent  to  that  date.  (T.  D .  2690; 
art.  52.) 

When  last  due  date  for  filing  return  falls  on  Sunday  or  a  legal  holiday  the  last  due 
date  will  be  held  to  be  day  following  such  Sunday  or  legal  holiday  and  return  should 
be  made  not  later  than  such  following  day,  or,  if  placed  in  the  mails,  it  should  be 
posted  in  ample  time  to  reach  collector's  office,  under  ordinary  handling  of  the 
mails,  on  or  before  date  on  which  return  is  required  to  be  filed.  (T.  D.  2690;  art. 
219.) 

Where  return  is  made  and  placed  in  United  States  mails  in  due  course,  properly 
addressed,  and  postage  paid,  in  ample  time  to  reach  office  of  collector  or  deputy 
collector  on  or  before  such  due  date,  no  penalty  attaches  should  return  not  be  actu- 
ally received  until  subsequent  to  that  date;  where  question  is  raised  as  to  whether 
or  not  return  was  posted  in  ample  time,  envelope  in  which  return  was  transmitted 
should  be  preserved  by  collector  and  forwarded  to  Commissioner  of  Internal  Reve- 
nue with  the  return.     (T.  D.  2690;  art.  220.) 

Parcel  post — Stamp  taxes. 

Parcel-post  packages  mailed  in  this  country  to  Porto  Rico  and  such  packages 
mailed  in  Porto  Rico  to  other  points  therein  are  not  subject  to  stamp  tax.  (T.  D. 
2599;  Dec.  3,  1917.) 

MALT  UQUOBS. 

See  ''Fermented  Liquors." 

MANDAinrs. 
Abrogation  of  regulations. 

Writ  of  mandamus  directed  to  Commissioner  of  Internal  Revenue  and  Secretary 
of  the  Treajsury  of  the  United  States  is  not  the  proper  remedy  to  abrogate  a  regula- 
tion (T.  D.  2309;  Mar.  11, 1916),  issued  under  authoritjr  of  act  of  December  17, 1914, 
popularly  known  as  Harrison  Narcotic  Law,  to  carry  into  effect  the  provisions  of 
section  6  of  such  act,  which  regulation  was  issued  in  the  exerdse  of  omdal  discre- 
tion.   (T.  D.  2489;  May  11,  1917.    Ct.  Dec.) 

MANUPACTUBEBS. 
Alcoholic  compounds. 

See  "Alcohol.*' 
Beverages. 

See  "Beverages." 
Gigars,  cigarettes,  eto. 

See  "Cigars";  "Cigarettes";  "SnufT';  "Tobacco." 
Definition. 

A  "manufacturer"  within  Regulations  No.  44,  relating  to  war  excise  taxes^  is  a 
person  who  prepares  an  article  in  final  marketable  form  and  sells  or  markets  it;  if 
goods  partly  manufactured  by  one  person  are  further  manufactured  by  another  before 
being  marketed  to  consumers  for  use,  latter  is  manufacturer  for  purpose  of  tax;  a  re- 
tailer may  be  also  a  manufacturer.    (T.  D.  2719;  Art.  II.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 1917,  a  maufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it,  and  who 
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Definition— Oontiiiued. 
identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by  other 
means,  or  holds  out  or  reconmiends  the  article  as  a  proprietary  medicine  or  a  medicinal 
TOoprietary  article  or  preparation,  or  as  a  remedy  or  specific.    (T.  D.  2719;  Art* 

Excise  taxoB. 

See  ''Exdse  Taxes";  ''Munition  Manufacturers'  Taac'! 

Bxtracta. 

See  **  Extracts." 

Kedidnal  preparations. 

See  "Medicinal  Preparations/' 

Oleomargarine. 

See  ''Oleomargarine." 

Playing  cards— Stamp  taxes. 
See  "Playing  Cards." 

War  exdae  taxes  on  sales  of  conmiodities. 
See  "Excise  Taxes." 

MARINE  mSTTBANOB. 

See  "Insurance." 

1CABK8  ANB  BRANDS. 

Alcohol. 

Steel  drums  and  packages,  without  wooden  heads  or  lead  plates,  may  be  used  as 
containers  for  denatured  alcohol,  provided  that  in  case  of  specialljr  denatured  alco- 
hol one  end  of  each  such  package  is  painted  yelI6w,  upon  which  painted  end 
required  marks  and  brands  shall  be  stenciled  and  stamps  affixed;  stamps  required 
to  be  protected  with  coating  of  shellac  or  varnish  impervious  to  water;  packages 
intended  to  contain  completely  denatured  alcohol  are  to  be  painted  lignt  green 
color;  articles  36  and  37  of  Regulations  No.  30  i^iodified.  (T.  D.  2824;  Apr.  22, 
1919.) 

Carbonic  acid  gas. 

In  all  cases  of  sales  of  carbonic  acid  gas  for  use  other  than  in  manufacture  of  car- 
bonated water  or  oth^  drinks,  manufacturer  must  prominently  stamp  on  or  afhx 
to  the  container  a  warning,  as  follows:  "Federal  tax  not  paid.  Unlawful  to  use  in 
the  manufacture  of  beverages."    (T.  D.  2719;  Art.  XXXV.) 

Distilled  spirits. 

Article  No.  34,  Regulations  No.  23,  revised  December  21, 1912,  amended  so  as  to 
permit  serial  numbers  of  cases  which  are  to  contain  spirits  bottled  in  bond  for  do- 
mestic purposes,  to  be  stenciled  thereon  in  black  letters  instead  of  being  burned, 
imprinted,  or  embossed.    (T.  D.  2419;  Dec.  20,  1916.) 

Marks  and  brands  imprinted  or  embossed  on  a  loose  sheet  to  be  attached  to  "Gov- 
ernment side*'  of  case  permitted,  provided  that  suitable  paste  or  glue  is  used  which 
will  protect  the  loose  sheet,  after  it  has  been  attached  to  the  case,  from  the  effects 
of  moisture.    (T.  D.  2492;  May  28, 1917.) 

All  products  of  rectification  from  molasses,  spirits,  or  spirits  other  than  grain  at 
rectifying  houses,  must  be  marked  and  branded  in  the  same  manner  as  spirits 
derived  from  grain.    (T.  D.  2548,  2560;  Oct.  4,  1917.) 

Metal  packages  for  containing  distilled  spirits  for  export  not  required  to  be 
equipped  with  wooden  surfaces  for  receiving  the  marks,  brands,  and  stamps, 
proviaed  stamps  are  securely  attached  to  metal  head  by  impervious  paste  and  pro- 
tected by  coatmg  of  varnish,  and  provided  tine  required  marks  are  stenciled  on  the 
heads  by  use  of  permanent  stenciling  material.    (T.  D.  2822;  Apr.  19,  1919.) 

Metal  packages  for  containing  nonbeverage  distiUed  spirits  for  domestic  use  are 
not  required  to  be  equipped  with  wooden  surfaces  for  receivine  the  marks,  brands, 
and  stamps,  provided  stamps  are  securely  attached  to  metal  head  by  impervious 
paste  and  protected  by  coating  of  varnish,  and  provided  that  marks  are  stenciled 
on  heads  by  use  of  permanent  stenciling  material.    (T.  D.  2894;  July  21,  1919.) 


Digitized  by  VjOOQIC 


444  MABKET  PRODUGB. 

Excess  profits  tax—Invested  capital. 

If  good  will,  trade-markB,  trade  brands,  franchises  of  a  coix>oiatlon  or  paitnerBhip, 
or  other  intangible  property  has  been  purchased  with  stock  or  shares  issued  prior  to 
March  3,  1917,  amount  that  may  be  included  in  invested  capital  must  not  exceed 
20  per  cent  of  par  value  of  total  stock  or  shares  outstanding  on  that  date,  nor  actual 
value  of  asset  at  date  acquired,  nor  par  value  of  stock  issued  in  payment  for  the 
asset.     (T.  D.  2694;  art.  57.) 

Subject  to  limitationB  stated  invested  capital  of  individual  is  measured  by  total 
of  actual  cash  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents  and  copvrights,  and  good  will,  trade-marks,  tmde  brands,  franchises, 
and  other  tangible  property.     (T.  D.  2694;  art.  66.) 

Patents  and  copyrights,  and  good  will,  trade-marks,*trade  brands,  franchises,  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangible 
property  paid  therefor,  but  only  if  bona  fide  payment  tf  as  made  therefor  specifically 
as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

Income  taxes — ^Net  income. 

No  deduction  will  be  allowed  for  depreciation  of  trade-marks  and  trade  brands; 
if  such  assets  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  cost  or  less  than  their  determined  fair  market  value  as  of 
March  1,  1913,  if  acquired  prior  to  that  date,  amount  bv  which  selling  price  is  less 
than  cost  or  value,  as  case  may  be.  will  be  loss  deductible  from  gross  income  of  year 
in  which  such  assets  were  sold.    (T.  D.  2690;  art.  168.) 

Oleomargarine. 

Manufacturers  permitted  to  use  as  original  containen  for  packing  oleomazgarine, 
paper  or  fiber  boxes,  provided  boxes  are  durable  and  of  substantial  character;  pro- 
visions of  existing  regulations  governing  marking  and  branding  and  affiTiT^g  and 
canceling  of  tax-paid  stamps  declared  applicable  to  original  packages  of  paper  or 
fiber,  except  that  such  stamps  may  be  affixed  by  paste  or  glue,  without  addition  of 
tacks,  staples,  or  brads,  and  without  using  shellac  or  other  waterproofing  material  to 
cover  the  stamps;  such  original  containers  to  be  of  such  texture  as  will  meet  require- 
ments for  transportation  of  common  carriers  under  existing  classifications;  manu- 
facturers and  wnolesalers  permitted  to  sell  only  in  original  packages,  and  retailers 
must  sell  only  from  original  stamped  package  in  quantities  not  exceeding  10  pounds 
and  shall  pacJc  oleomaTgarine  sola  by  them  in  suitable  wood  or  paper  retail  packages 
properly  marked  and  branded;  par.  1,  page  44,  Regulations  No.  9,  amended.  (T.D. 
2764;  Oct.  21,  1918.    T.  D.  2774;  Nov.  19,  1918.) 

Paragraph  1,  page  42,  Regulations  No.  9,  relative  to  a^&xing  caution  notices, 
Form  219,  to  original  oleomargarine  containers,  modified  to  permit  of  such  notices 
bein^  printed  on  the  container,  instead  of  affixing  such  notices  by  means  of  a  label : 
modification  is  not  mandatory,  and  manufacturers  may  adopt  either  of  the  approved 
methods  of  affixing  said  labels  as  meets  their  convenience.  (T.  D.  2968;  Feb.  4, 
1920.    T.  D.  3025;  June  2,  1920.) 

Wines. 

All  pacbiges  or  cases  containing  wines  for  export  must  be  plainly  marked  or 
tagged  for  identification,  and  such  identifying  marks  must  contain  the  words  "For 
export,"  in  letters  not  less  than  two  inches  in  height.    (T.  D.  2505;  June  25, 1917.) 

Ail  casks,  tanks,  or  cases  of  wine,  fortified  under  act  of  September  8.  1916,  re- 
moved from  bonded  premises,  must  be  conspicuously  marked  or  labelea  with  fol- 
lowing legend  in  addition  to  information  called  for  by  Regulations  No.  28,  Supple- 
ment 2,  article  10:  '* Fortified  imder  act  September  8,  1916";  such  marks  or  labels 
should  be  in  reasonable  proportion  to  size  of  container,  and  label  must  be  pasted  to 
container,  and  secured  thereto  by  tacks;  where  such  wine  is  transferred  to  other 
containers  new  containers  must  also  bear  similar  legend.    (T.  D.  2629;  Jan.  7, 1918.) 

MARKET  PBODUCB. 

Capital  stock  tax  on  sales  org^aniaation. 

Tax  imposed  by  act  September  8, 1916,  does  not  apply  to  farmers',  fruit  growers', 
or  like  association,  oigamzed  and  operated  as  a  sales  agent  for  purpose  of  marketing 
products  of  its  membere  and  turning  back  to  them  proceeds  of  sales,  less  necessary 
selling  expenses,  on  basis  of  quantity  of  produce  furnished  by  them.  (T.  D.  2750, 
art.  12;  Aug.  9, 1918.) 
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Excise  tax  on  boats. 

Boats  used  to  carry  produce  to  market  are  used  exclusively  for  trade  and  are  not 
subject  to  tax  imposedby  section  603  of  act  October  3, 1917.  (T.  D.  2753;  Aug.  23, 
1918.) 

ICABBIBD  WOMBN. 

See  *  *  Husband  and  Wife.'  * 

MASSACHUSETTS  TBTTSTS. 
Capital  stock  tax. 

So-called  Massachusetts  trusts  are  subject  to  tax  imposed  by  act  September  8, 
1916.    (T.  D.  2760,  art.  2;  Appendix  A;  Aug.  9, 1918.) 

Income  taxes. 

Organization  imder  constitution  of  which  individuals  who  are  beneficially  in- 
terested in  various  proportions  in  same  property  and  hold  assignable  certificates 
representing  their  different  interests  therein,  but  who  can  claim  no  part  of  income 
of  property  as  their  income  as  distinguished  from  income  of  organization,  conunit 
control  and  management  of  such  property,  for  profit,  to  trustees,  tree  from  their  own 
immediate  control  or  interference,  except  that  they  may  act  by  majority  in  amount 
and  interest  for  purpose  of  allowing  extra  compensation  to  trustees,  filling  vacancies 
in  office  of  trustees  or  modifying  terms  of  declaration  of  trust,  is  an  ''association " 
and  taxable  as  such  under  Section  II,  G  (a),  of  act  October  3,  1913.  (T.  D.  2720; 
June  4, 1918.    Ct.  Dec.) 

Wliere  trustees  hold  shares  of  stock  of  a  corporation  and  real  estate  subject  to  a 
lease,  collectiiig  the  dividends' and  rents,  but  otherwise  doing  no  business,  and 
distribute  the  income  less  taxes  and  similar  expenses  to  the  holders  of  their  receipt 
certificates,  who  have  no  control  except  the  right  of  filling  a  vacancy  among  the 
trustees  and  of  consenting  to  a  modification  of  the  terms  of  the  trust,  upon  these 
special  facts  under  the  act  of  October  3,  1913,  the  trust  is  not  subject  to  the  income 
tax  as  a  joint-stock  association,  and  the  trustees  and  the  cestui  que  trust  are  to  be 
treated  as  fiduciaries  and  beneficiaries  for  purposes  of  taxation.  (T.  D.  2816;  Apr. 
2,  1919.    Ct.  Dec.) 

Stamp  tax  on  certifLcates  of  shares. 

Tax  imposed  by  act  October  3,  1917,  on  issue  or  transfer  of  capital  stock  applies 
to  issue  or  transfer  of  certificates  of  shares  in  so-called  Massachusetts  trusts  and  other 
unincorporated  associations.    (T.  D.  2752;  Aug.  14, 1918.) 

MASTEB  AND  SEBVANT. 
Admission  of  employees. 

Bona  fide  employees  when  admitted  free  are  not  taxable  under  section  700  of  act 
of  October  3,  1917;  employees  include  persons  necessary  to  the  production  of  the 
performance  or  entertainment  who  are  not  admitted  as  spectators  and  who  do  not 
occupy  seats  or  space  intended  for  the  use  of  spectators,  except  where  such  occu- 
pancy is  necessary  to  the  performance  of  duties  of  such  persons;  baseball  reporters 
and  telegmphers  are  exempt,  as  are  employees  of  management  or  of  concessionaires 
selling  refreshments  to  patrons,  and  newsboys  selling  newspapers;  persons  recov- 
ering or  aiding  in  custoay  of  property  necessary  to  performance  may  be  admitted 
tax  free,  but  newspaper  critics  and  reporters  occupying  space  in  audience*  must 
pay  tax;  doctors  and  attorneys  for  theaters  are  exempt  when  entering  theater  in 
ceurse  of  employment.    (T.  D.  2681;  Mar.  26, 1918.) 

Contracts  for  services — Stamp  tax. 

Contracts  for  perfomiance  of  services  are  not  subject  to  stamp  tax.  (T.  D.  2599; 
Dec.  3, 1917.) 

Fidelity  insurance. 

See  "Insurance.** 

Ooyexmnent  employees— Exemption  of  charges  for  sendees  furnished  by 
eaniers* 

See  *'Tiansportation  Tax." 
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Income  taac— Aooideiit  oompensatlan. 

PaymentB  made  to  injifted  employee  by  corpoifttion  under  the  accident  com- 
pensation laws  of  the  eevenl  States  constitute  taxable  income  of  the  employee. 
(T.  D.  2570;  Nov.  6, 1917.) 

Gompensation  for  services. 

Compensation  for  service  paid  for  on  percentage  of  net  profits  is  income  to  employee 
and  must  be  accounted  for  as  such;  where  service  is  rendered  for  stipulated  price, 
wage,  or  salary,  and  paid  with  something  other  than  money,  stipulated  value  of 
service  in  terms  of  money  is  value  at  -which,  thing  taken  in  payment  is  to  be  con- 
sidered for  purpose  of  tax;  in  absence  of  stipulation  as  to  value  of  Bervice,>pavment 
being  made  with  something  other  than  money,  market  or  reasonable  value  of  thing 
taken  in  payment  is  amoimt  to  be  included  as  income.    (T.  D.  2690;  art.  4.) 

In  case  of  compensation  for  service,  where  no  determination  of  compensation  is 
had  until  completion  of  service,  amount  received  is  income  to  be  accounted  for  as 
for  calendar  year  of  receipt;  where  service  and  payment  period  is  divided  by  end 
of  taxable  year,  compensation  for  period  so  divicfed  will  be  accounted  for  as  income 
for  year  in  which  payment  Is  actually  received;  where  compensation  is  by  fee  or  is 
of  such  nature  that  no  part  of  fee  or  compensation  becomes  due  until  completion  of 
service,  entire  amount  received  should  be  accounted  for  as  for  year  of  receipt; 
person  naving  salary  by  the  year  and  in  addition  commissions  on  sales,  salary  to  oe 
paid  at  time  commissions  are  determined,  and  determination  thereof  is  in  succeed- 
ing calendar  year,  entire  amount  should  be  accounted  for  as  income  of  calendar 
year  of  receipt.    (T.  D.  2690;  art.  4.) 

—  Deductiozis. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in  busi- 
ness, in  paving  all  or  portions  of  regular  compensation  of  officers  or  employees  who 
have  for  all  or  part  of  the  period  of  the  war  jomed  the  naval  or  military  forces  of  the 
United  States,  or  have  undertaken  services  for  the  Government  at  reduced  or 
nominal  compensation,  constitute,  during  the  continuance  of  the  war,  ordinary 
and  necessary  expenses  of  doing  business  and  are  allowable  as  deductions  in  com- 
puting net  income.    (T.  D.  2660;  Mar.  1, 1918.') 

Amounts  paid  for  salary  received  for  all  services  rendered  are  deductible  as  busi- 
ness expense  when  expenditures  are  occasioned  by  the  service  in  respect  of  which 
salary  is  paid.    (T.  D.  2690;  art.  8.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in 
good  faith  and  as  additional  compensation  for  services  actually  rendered;  if,  when 
added  to  salaries,  they  do  not  exceed  reasonable  compensation  for  services,  they 
will  be  regarded  as  part  of  the  wage  or  hire,  and  therefore  an  ordinary  and  necessary 
expense  of  operation  and  maintenance,  and  as  such  will  be  deductible.  (T.  D. 
2690;  art.  8.) 

Debts  arising  from  unpaid  wages,  salary,  rents,  and  items  of  similar  taxable 
income,  not  allowed  as  deduction  unless  income  they  represent  has  been  induded 
in  return  of  gross  income  for  year  in  which  deduction  as  bad  debt  is  sought  to  be 
made  or  in  previous  year,  and  debts  themselves  have  been  actually  ascertained  to 
be  worthless  and  charged  off.    (T.  D.  2690;  art.  8.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships  to  nonresident  alien  employees  for  services  rendered  entirely  in  a 
foreign  country  and  for  property  located  in  a  foreign  country,  are  not  subject  to 
deduction  ana  withholding  of  the  normal  tax,  and  such  payments  of  income  will 
not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art.  32.) 

Donations  made  for  purposes  connected  with  operation  of  property  when  limited 
to  charitable  institutions,  hospitals,  or  educational  institutions^  conducted  for 
benefit  of  employees  or  their  dependents,  may  be  deducted  as  ordinary  and  neces- 
sary expense;  such  deduction  should,  however,  be  reduced  by  any  amount  repaid 
to  corporation  by  the  employees.    (T.  D.  2690;  art.  134.) 

Donations  made  to  employees  and  others,  and  which  do  not  have  in  them  the  ele- 
ment of  compensation,  are  considered  mtuities  and  are  not  allowable  deductionf 
from  gross  income  as  expenses  of  operation  or  maintenance  or  under  any  other  item. 
(T.  D.  2690;  art.  135.) 

Amounts  paid  for  pensions  to  retired  employees  or  to  their  faTniHna  or  others  de- 
pendent on  them,  or  on  account  of  injuries  received  by  employees,  or  lump-sum 
amounts  paid  as  compensation  for  injuries,  are  proper  aeductions  as  ordinary  and 
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Inoome  tax— Continued. 

DedaetionB--Ck)ntinued. 

necesaary  expensee;  such  deduction  shall  be  limited  to  amount  not  compensated 
for  by  insurance  or  otherwise;  no  deduction  shall  be  made  for  contributions  to 
pension  fund  resources  of  which  are  held  by  corporation,  amount  deductible  in 
such  case  being  amount  actually  paid  to  employee.    (T.  D.  2690;  art.  136.) 

When  amount  of  salary  of  officer  or  employee  is  paid  for  limited  period  after  his 
death  to  his  widow  or  heirs  in  recos^iition  of  services  rendered  by  individual,  no  serv- 
ices being  rendered  by  widow  or  neirs,  such  payment  is  not  ordinary  and  necessary 
expense  of  transacting  business  and  may  not  be  deducted.    (T.  D.  2690;  art.  137.) 

Gifts  or  bonuses  to  employees  constitute  allowable  deductions  when  made  in 
good  faith  and  as  additional  compensation  for  services  actually  rendered  by  em- 
ployees; if,  when  added  to  stipulated  salaries,  they  do  not  exceed  a  reasonable 
compensation  for  services  rendered,  they  will  be  rejsjarded  as  a  part  of  the  wage  or 
hire  of  the  employee  and  are  deductible  as  an  ordmary  and  necessary  expense  of 
operation  and  mamtenance.    (T.  D.  2690;  art.  138.) 

Where  salaries  of  officers  or  employees  who  are  stockholders  are  found  to  be  out 
of  proportion  to  volimie  of  business  transacted  or  exceasiYe  when  compared  with 
salaries  of  like  officers  or  employees  of  other  corporations  doing  similar  kind  or 
volume  of  business,  amount  so  paid  in  excess  of  reasonable  compensation  for  services 
will  not  be  deductible,  but  will  be  treated  as  distribution  of  profits.  (T.  D.  2690; 
art.  138.) 

Special  payments  made  to  officers  or  employees  who  are  stockholders,  in  guise  of 
additional  salaries  or  compensation,  amount  of  which  is  based  upon  or  bears  close 
relationship  to  stockholdings  of  suc^  officers  or  employees,  or  capital  invested  by 
them  in  business  of  company,  will  be  regarded  as  special  distribution  of  profits  or 
compensation  for  capital  invested,  and  not  payment  for  services  rendered;  pay- 
ments under  such  latter  conditions,  being  m  nature  of  dividends,  will  not  be 
deductible.    (T.  D.  2690;  art.  138.) 

Compensation  paid  emplovee  in  capital  stock  of  corporation  may  be  deducted  as 
expense  if  so  chaiged  on  books  at  actual  value  of  sudi  stock.    (T.  D.  2690;  art.  139.) 

Premiums  paid  on  life-insurance  policies  covering  lives  of  officers,  employees,  or 
those  financially  interested  in  any  trade  or  business,  conducted  by  an  individual, 
partnership,  coiporation,  jointrstock  company  or  association,  or  insurance  company, 
shall  not  be  deaucted  in  computing  net  income  of  insurance  companies  other  than 
mutuals,  but  including  mutual  life  and  mutual  marine.    (T.  D.  2690;  art.  240.) 

In  cases  of  compensation  fixed  after  services  are  rendered  and  not  in  accordance 
with  any  contract  or  any  custom  or  practice  amounting  virtually  to  a  contract, 
reasonableness  is  ordinanly  the  controlling  test  of  deductibility.  (T.  D.  2696; 
Apr.  10,  1918.) 

Test  of  deductibility  in  case  of  compensation  payments  is  whether  they  are  in 
fact  pifyments  purely  for  services  or  include  some  other  element;  in  case  of  any 
compensation  which  exceeds  amounts  ordinarily  paid  for  like  services  in  like 
ent^rises  under  like  circumstances,  burden  is  ux>on  enterprise  to  show  that 
amount  paid  was  solely  purchase  price  of  services;  this  test  and  its  particular 
application  further  stated  and  illustrate .    (T.  D.  2696;  Apr.  10,  1918. 

Compensation  greater  than  that  ordinarily  x>aid  for  like  services  in  similar  enter- 
prises must  be  shown  to  represent  payment  lor  services  only.    (T.  D.  2696;  Apr.  10, 

Compensation  on  whatever  basis  fixed,  representing  only  the  jprice  paid  for  serv- 
ices pursuant  to  a  fair  bargain  made  in  advance  between  the  individual  and  the 
business  enterprise,  is  deductible  in  determining  taxable  net  income  of  the  enter- 
prise.   (T.  D.  2696;  Apr.  10,  1918.) 

Payments  nominally  as  compensation  for  services,  which  in  fact  include  amounts 
paid  as  dividends,  waste  of  corporate  assets,  payments  for  property,  or  for  anything 
other  than  services,  are  deductible  only  to  an  amount  not  in  excess  of  compensation 
for  like  services  in  similar  enterprises.    (T.  D.  2696;  Apr.  10, 1918.) 

— ^-  Inf  ozmatlon  at  Bouroe. 

Bills  paid  to  employees  for  board  and  lodging  while  traveling  imder  orders  or 
when  employee  is  employed  on  a  salary  basis,  do  not  require  reports  of  information. 
(T.  D.  2670;  Mar.  11, 1918.) 

Payments  made  by  branches  of  businesB  houses  located  in  foreign  countries  to 
alien  employees  serving  in  foreign  countries  need  not  be  reported.  (T.  D.  2670; 
liar.  U,  1918.)  -m  -* 
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Income  tax — Continued. 

Infonnation  at  source — Continued. 

Payments  made  to  employees  in  factories  where  the  brass  check  or  number  system 
was  in  use  in  1917  and  a  record  of  sufficient  detail  does  not  exist  and  can  not  be  ob- 
tained because  employees  are  not  longer  in  the  employ  of  tiie  company  do  not 
require  reports  of  mformation;  in  all  such  cases  an  accounting  system  must  be 
installed  mat  will  enable  such  employers  to  keep  an  accurate  check  so  that  full 
information  can  be  given  in  the  future.     (T.  D.  2670;  Mar.  11, 1918.) 

Returns  of  information  will  not  be  required  from  disbursing  officers  of  payment 
made  to  civilian  employees  of  the  United  States  Government.  (T.  D.  2670;  Mar. 
11, 1918.) 

Heads  of  branch  offices  and  subcontractors  employing  labor  and  keeping  the  only 
complete  record  of  payments  should  file  returns  of  information  direct  with  Com- 
missioner of  Internal  Revenue,  Sorting  Division,  Washington,  D.  C;  when  record 
is  kept  of  payments  at  both  main  office  and  branch  office  return  should  be  filed  by 
former;  when  no  address  is  available,  last  known  post-office  address  must  be  given, 
as  well  as  street  and  number,  when  possible;  information  as  to  whether  employee 
is  single,  head  of  a  family,  or  married,  should  be  given,  when  poarible.  (T.  D. 
2670JMar.  11, 1918.) 

When  living  quarters,  such  as  camps,  are  furnished  for  the  convenience  of  the 
employer  only,  the  cost  need  not  be  added  to  the  compensation  of  the  employee; 
"living  quarters''  referred  to  in  paragraph  235,  Regulations  No.  33,  revised,  are 
quarters  lurnished  for  the  benefit  and  convenience  of  employees  only.  (T.  D. 
2670;  Mar.  11, 1918.) 

In  case  of  employer  having  large  number  of  employees  who  are  moved  from 
place  to  place  and  who  consequentlv  has  no  complete  record  of  annual  payments 
to  them  at  any  one  place,  salary  of  two  representative  months  may  be  taken  to 
establish  a  fair  monthly  wage,  and  unless  yearly  payment  based  on  this  estimate  in 
the  case  of  an  employee  amounts  to  $800  or  more  no  return  of  payments  to  such 
employee  is  required  for  1917.    (T.  D.  2670;  Mar.  11, 1918.) 

Salary,  wages,  and  other  compensation  for  sergices  rendered  in  December,  1917, 
but  paid  in  1918,  need  not  be  reported  unless  the  amount  was  fully  due  and  passed  to 
the  credit  of  the  individual  in  December,  1917.     (T.  D.  2670;  Mar.  11, 1918.) 

Every  person,  corporation,  etc.,  paying  compensation,  wases,  etc.,  of  $800  or 
more  in  any  taxable  year,  or  in  case  of  such  payment  made  by  the  United  States  the 
officers  or  employees  of  the  United  States  having  information  as  to  such  payments, 
authorized  and  required  to  render  true  and  accurate  return,  setting  forth  the  amount 
of  such  compensation,  wages,  etc.,  and  the  name  and  address  of  ihe  recipient! 
thereof.    (T.  D.  2690;  art.  34.) 

Where  a  person  receives  a  cash  compensation  for  services  rendered  and  in  addi- 
tion thereto  living  (quarters,  the  value  to  such  person  of  the  quarters  furnished  con- 
stitutes income  subject  to  tax,  and  return  under  section  28  is  required  in  each  case 
where  cash  compensation  received  plus  the  value  of  living  quarters  furnished 
equals  or  exceeds  $800  for  a  tax  year.    (T.  D.  2690;  art.  34.) 

MEDICINAL  PBEPABATION8. 

Alcohol — Exemption  from  special  tax. 

Alroholic  solutions  of  Jamaica  ginger  must  always  be  made  in  accordance  with 
the  process  and  comply  with  standai^ds  of  the  U.  S.  P.  (T.  D.  2760;  Oct.  9,  1918. 
T.  D.  2788;  Feb.  6,  1919.) 

Manufacturers  of. preparations  in  which  sole  medication  is  salt  of  iron  will  not, 
with  certain  stated  exceptions,  be  considered  entitled  to  use  alcohol  without  paying 
special  tax;  use  of  alcohol  in  conformity  with  prescribed  standard  is  permitteic!  in 
com]X)unding  preparations  containing  peptonate  of  iron  and  in  manufacture  of 
preparations  corresponding  in  strength  or  iron  to  vinum  ferri  N.  F.;  inclusion  of  fer- 
mentable but  nonmedlcinal  material  in  preparation  not  otherwise  requiring  alcohol 
will  not  be  regarded  as  sufficient  reason  for  using  it    (T.  D.  2760;  Oct.  9, 1918.) 

Manufacturer  can  not  escape  liability  to  special  tax  by  showing  that  given  quan- 
tity of  drugs  was  used :  burden  is  on  him  to  see  that  finished  product  does,  in  fact, 
conform  to  prescribed  standard,  and  statements  that  ingradients  of  low  quality 
were  inadvertently  used  or  that  full  strength  was  through  some  defect  in  process 
of  manufacture  not  extracted,  will  not  be  accepted  as  sufficient  to  relieve  manu- 
facturer from  liability  in  case  preparation  is  insufficiently  medicated.  (T.  D.  2760; 
Oct  9, 1918.) 
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Alcohol— Exemption  from  special  tax— Continued. 

Preparatlonfl  such  as  aromatic  elixin,  tincture  of  aromatica,  and  similar  prepara- 
tions used  by  physicians  and  pharmacists  principally  as  vehicles,  even  though 
potable,  may  be  sold  in  good  faith  for  legitimate  uses  without  payment  of  special 
tax,  provided  they  are  made  in  conformity  with  U.  S.  P.  or  N.  F.  (T.  D.  2760; 
Oct.  9,  1918.) 

For  manufacturer  of  and  dealers  in  alcoholic  medicinal  compounds  to  be  exem|)t 
from  special  tax  under  section  3246,  Revised  Statutes,  preparation  must  contain 
no  more  alcohol  than  is  necessary  for  legitimate  purposes  of  extraction,  solution,  or 
preservation,  and  as  a  minimum  dosage  each  liquid  ounce  of  completed  prepara- 
tion must  carry  in  it  approximately  an  average  dose  for  adult  of  some  drug  or  anigs 
of  re.x)gnized  therapeutic  value,  either  singly  or  in  compatible  combination.  (T.  D, 
2760;  Oct.  9,  1918.     T.  D.  2767;  Nov.  2,  1918.) 

Exports. 

Wliere  alcohol  is  used  in  the  manufacture  of  medicinal  preparations  for  export, 
drawback  thereon  should  include  both  tax  of  $1.10  per  proof  ^lon  and  additional 
tax  paid  thereon,  undei^act  of  October  3, 1917.    (T.  I).  2572;  Oct.  24, 1917.) 

Nonbeverage  alcohol. 

So-called  nonbevera^e  alcohol  taxable  at  rate  of  $2.20  per  proof  gallon  must  not  be 
dippensed  under  physician's  prescription,  unless  in  compounding  thereof  same  is  so 
medicated  as  to  render  it  absolutely  unfit  for  use  as  a  beverage;  in  case  of  prescrip- 
tion compounding  druggist  will  be  held  responsible  as  to  sufnciency  of  meoication. 
(T.  D.  2593;  Nov.  27,  1917.) 

Such  United  States  Pharmacopoeia  or  National  -  Formulary  preparations  as 
aromatica,  and  similar  preparations,  which  are  used  by  physicians  and  pharmacists 
principally  as  vehicles,  and  which  are  potable,  may  be  made  with  nonbeverage 
alcohol  and  sold  in  good  faith  for  legitimate  uses;  container  to  bear  stated  label. 
(T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Homeopathic  pharmacists,  in  order  to  obtain  and  use  nonbeverage  alcohol  in 
manufacture  of  potencies,  attenuations,  or  dilutions,  or  sell  the  same,  required  to 
make  application  and  obtain  permit  and  give  bond  in  same  manner  as  any  other 
user  or  dealer  in  nonbeverage  alc(^ol  (see  T.  D.  2559  and  T.  D.  2576);  such  pharma- 
cists in  order  to  obtain  and  use  nonbevers^e  alcohol  must  under  any  circumstances 
aualify  by  filins  bond  and  obtaining  permit  regardless  of  manufacture  and  sale  of  the 
ilutions.     (T.  D.  2699;  Apr.  16,  1918.) 

Every  physician  or  other  person  desiring  to  purchase  or  use  homeopathic  attenua- 
tions, potencies,  or  dilutions,  or  nonbeverage  alcohol  for  making  same  must  quidify 
by  filing  bond  and  obtaining  permit  except  that  homeopathic  physician  or  any 
other  person  may  obtain  from  pharmacist  not  exceeding  2  drachms  of  any  attenua- 
tion, etc.,  at  one  time  without  filing  bond  and  obtaining  permit;  physician  may 
dispense  such  attenuations,  etc.,  in  quantities  ordinarily  prescribed  to  patients,  and 
such  patients  need  not  file  bonds  or  hold  permits.    (T.  D.  2699;  Apr.  16,  1918.) 

Persons  who  use  nonbeverage  alcohol  must  first  comply  with  preliminary  require- 
ments of  laws  pertaining  to  same  and  regulations  issued  in  pursuance  thereof;  use 
of  nonbeverage  alcohol  for  manufacture  of  medicinal  preparations,  flavoring  extracts, 
etc.,  is  permitted  only  under  same  conditions  and  subject  to  same  restrictions  as 
govern  manufacture  and  sale  of  same  preparations  without  pa3anent  of  special  tax. 
(T.  D.  2760;  Oct.  9.  1918.) 

Where  nonbeverage  alcohol  is  used  in  manufacture  of  U.  S.  P.  or  N.  F.  prepara- 
tions, such  as  aromatic  elixirs,  tincture  of  aromatica,  etc.,  container  must  hesn  label 
upon  which  shall  appear  prescribed  statement.    (T.  D.  2760;  Oct.  9,  1918.) 

Beverages. 

Cauffman's  ginger  brandy  not  taxed  as  a  proprietary  medicine  though  label  shows 
medicinal  claims;  being  an  alcoholic  compound  beverage,  only  alcohol  tax  paid  at 
the  rate  of  $3.25  per  gallon  may  be  used  in  compounding  it  and  no  distilled  spirits 
fermented  after  11  o'clock  p.  m.  of  September  8,  1917,  may  be  used  in  its  manufac- 
ture; tax  of  15  per  cent  per  proof  gallon  required  on  all  compound  in  possession 
of  rectifier  on  October  4, 1917,  or  thereafter  produced;  additional  floor  tax  on  product 
must  be  jMdd  after  inventory  and  return  in  same  manner  as  floor  taxes  on  distillod 
spirits.    (T.  D.  2536;  Oct.  13,  1917.) 

70420*'— 21 2Q 
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Beverages— Continued. 

Where  any  preparation  containing  more  than  one-half  of  one  per  cent  of  alcohol 
by  volume,  wnether  sold  as  medicine  or  flavoring  extract  or  in  any  other  manner, 
does  not  conform  to  required  standardi  liability  will  be  asserted  to  tax  at  bevera^ 
rate  on  alcohol  used;  smiilar  action  will  be  taken  in  case  of  preparation  made  in 
conformity  with  such  standard  if  sold  by  a  manufacturer  for  beverage  purposes. 
(T.  D.  2760;  Oct.  9,  1918.) 

Persons  who  manufacture  or  deal  in  alcoholic  medicinal  preparations,  flavoring 
extracts,  etc.,  even  though  made  in  accordance  with  standards  prescribed,  are  only 
relieved  from  special  tax  liability  so  long  as  they  make  sales  for  legitimate  purposes 
only;  if  preparation  containing  more  than  one-half  of  one  per  cent  of  alcohol  by 
volume  is  sold  for  beverage  purposes  or  under  circimistances  warranting  reasonable 
belief  that  it  is  to  be  usedf  as  a  beverage,  liability  to  tax  will  be  asserted  regardless 
of  what  other  ingredients  preparation  may  contain.    (T.  D.  2760;  Oct.  9, 1918.) 

Cigarette  tubea. 

Closed-end  tubes,  used  in  the  preparation  of  catarrh  and  asthma  remedies,  are 
not  taxable  as  "cigarette  tubes."    (T.  D.  2570;  Nov.  6, 1917.) 

Definition. 

A  medicinal  preparation  is  a  preparation  of  any  substance  whatever  intended  to  be 
applied  for  the  cure  or  mitigation  of  pain  or  disease.    (T.  D.  2719;  Art.  XXII.) 

Distilled  spirits. 

Instructions  with  reference  to  permit  to  make  Umted  States  PharmacopGeia  or 
National  Formulary  products*  also,  witb  reference  to  alcoholic  medicinal  com- 
pounds not  in  conformity  to  United  States  Pharmacopoeia  or  National  Formuls^; 
statement  required  of  manufacturers;  demand  for  formula  and  process  by  which 
article  is  manufactured;  reference  of  matter  of  whether  compound  is  beverage  to 
ComnusBioner  of  Internal  Revenue.  (T.  D.  2576;  Nov.  10,  1917.  T.  D.  2788; 
Feb.  6,  1919.) 

The  sale  or  use  of  medicinal  extracts  made  with  nonbeverage  distilled  spirits  for 
beverage  purposes  or  for  manufacture  into  beverages  is  illegal.  (T.  D.  2559;  Oct. 
26,  1917.) 

Use  of  distilled  spirits  for  nonbeverage  purposes  includes  manufacture  of  bona 
fide  XJuited  States  Pharmacopoeia  or  National  Formulary  medicinal  extracts. 
(T.  D.  2559;  Oct.  26, 1917.) 

Apothecaries  are  allowed  to  carry  distilled  spirits  and  wine  in  stock  and  use 
them  in  preparation  of  tinctures  and  other  XJ.  S.  P.  preparations  and  in  compounding 
of  bona  fide  prescriptions  without  paying  special  tax.    (T.  D.  2760;  Oct.  9, 1918.) 

Excise  taxes — ^Articles  included. 

The  word  '^medicinal "  is  applicable  to  any  substance  adapted  to  cure  or  alleviate 
disease  or  pain;  accordingly,  a  medicinal  preparation  is  a  preparation  of  any  sub- 
stance whatever  intended  to  be  applied  for  the  cure  or  initiation  of  pain  or  disease; 
many  articles  or  substances  which  are  not  usually  considerea  as  belonfl;ing  to  materia 
medica  may  become  taxable  medicinal  preparations  by  being  held  out  or  adver- 
tised as  remedies  for  diseases  affecting  the  numan  or  animal  body.  (T.  D.  2719; 
Art.  XXII.) 

— ^  Borie  add. 

Boric  acid  when  sold  under  a  trade-mark  as  a  medicinal  preparation  is  taxable 
under  section  600  (h)  of  act  of  October  3, 1917.    (T.  D.  2719;  Art.  XXII.) 

—  Food  preparationa. 

Food  preparations  as  distinguished  from  medicinal  preparations  are  not  taxable 
under  section  600  (h)  of  the  act  of  October  8, 1917.    (T.  D.  2719;  Art.  XXII.) 

--^  <<Held  out  or  recommended." 

''Held  out  or  recommended,''  as  used  in  section  600  (h)  of  the  act  of  October  3, 
1917.  includes  representation  by  any  means,  personal  canvass  and  statements  on  the 
labels,  in  pamphlets,  or  advertisements,  or  otnerwise;  a  holdinjg;  out  or  recommenda- 
tion intended  for  physicians  only  is  a  holdiQg  out  to  the  public.  (T.  D.  2719;  Art. 
XXI.) 
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Excise  tazee— Confinued. 

<^eld  out  or  recoxpxnended''—- Oontinued. 

Medicinal  preparation  held  out  or  recommended  as  proprietary  or  as  a  remedy  or 
specific  for  disease  is  taxable,  (a)  even  if  sold,  in  first  instance,  only  to  physicians 
and  druggists,  (b)  even  if  a  '^bacterin/'  and  (c)  even  if  an  uncompoonded  natural 
substance  merely  dried  or  refined.    (T.  D.  2785;  Jan.  23,  1919.) 

licorice. 

Licorice  put  up  in  sticks,  lozenges,  or  in  other  forms  suitable  for  medldnalpur- 
poses  and  sold  under  a  trade-mark  is  subject  to  the  tax  imposed  by  section  600  (h)  of 
the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

Manner  in  which  prepared. 

Tax  applies  to  medicinal  preparation  held  out  by  producer  to  the  pul^lic  as  a  pro- 
prietary medicine  or  as  a  remedy  for  disease,  although  it  is  prepared  by  a  process 
which  merely  refines  a  natural  substance.    (T.  D.  2719;  Art.  XXlI.) 

Taxability  of  medicinal  preparation  under  section  600  (h)  of  the  act  of  October  3, 
1917,  is  detennined  by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it  is 
put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
facturer, or  any  name  in  possessive  case  is  used  on  label  or  on  literature  describing 
medicinal  preparation,  or  name  of  manufacturer  is  made  part  of  name  or  title,  or  anv 
intimation  is  othervnse  given  that  article  is  of  distinctive  origin,  tax  is  imposed: 
where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intended 
to  be  a  tiade-marJk  appropriated  to  the  article,  the  tax  attaches.  (T.  D.  2719;  Art. 
XXII.) 

Manufacturer. 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 191 7,  a  manufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it,  and  who 
identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by  other 
means,  or  holds  out  or  recommends  the  article  as  a  proprietary  medicine  or  a  medic- 
inal proprietary  article  or  preparation,  or  as  a  remedy  or  speafic.    (T.  D.  2719;  Art. 

If  article  or  its  container  has  on  it  both  a  trade-mark  or  trade  name  of  one  manu- 
facturer, and  the  individual  or  business  name  of  another,  the  owner  of  the  trade- 
mark or  trade  name  will  be  deemed  the  manufacturer;  if  tne  article  or  its  container 
has  on  it  both  the  commercial  name  of  the  article  and  an  individual  or  business  nameu 
the  latter  will  be  deemed  to  designate  the  manufacturer.    (T.  D.  2719;  Art.  XXI.) 

A  person  who  is  employed  to  make  an  article  and  receives  for  it  the  cost  of  materials 
and  labor,  plus  specified  profit,  shall  be  considered  a  manufacturing  agent,  and  the 
person  who  procures  the  preparation  of  the  article  will  be  considered  the  manufac- 
turer.   (T.  D.  2719;  Art.  XXI.) 

Where  the  owner  of  a  formula  contracts  with  a  manufacturer  to  prepare  an  article 
according  to  such  formula  and  to  deliver  it  to  him  in  complete,  salable  foim,  the 
labels  bearing  the  formula  owner's  name,  he  is  considered  the  manufacturer.  (T.  D. 
2719;  Art.  XXI.) 

A  person  who  bottles  or  otherwise  prepares  an  article,  and  merely  for  advertising 

Purposes  places  on  such  article  the  name  of  any  dealer  who  may  handle  it,  shall  be 
eemed  manufacturer  if  names  of  both  persons  appear,  but  if  only  the  dealer's  name 
appears  he  shall  be  deemed  the  manufacturer.    (T.  D.  2719;  Art.  XXI.) 

—  Printing  on  labels,  etc. 

Printing  on  labels  the  directions  and  indications  for  use,  dosage,  and  other  similar 
matter,  will  not  alone  render  preparations  made  under  a  standard  formula  taxable, 
provided  preparation  is  not  held  out  or  recommended  as  a  proprietary  preparation  or 
as  a  remedy  or  specific;  where  medicinal  preparations  are  sold  under  labels  which 
do  not  indicate  tinat  the  formula  is  published  tney  will  be  considered  to  be  prepared 
under  private  formulas,  unless  proof  is  submitted  that  the  formula  is  not  secret. 
(T.D.5719;  Art.  XXII.) 

Autographic  name  of  manufiicturer  of  medicinal  preparation  xninted  acroBi 
middle  of  label  does  not  amount  to  a  holding  out  of  that  preparation  as  proprietary. 
(T.  D.  2786;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  amounts  to  a  holding  out  of  that 
preparation  as  proprietary.    (T.  D.  2785;  Jan.  23, 1919.) 
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Bzcifle  taxes — Continued. 

Pnntizig  on  labels,  ete. — Continued. 

Name,  initials,  or  monogram  of  manufacturer  printed  cm  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  amounts 
to  a  holding  out  of  that  preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  1919.) 

Bate  of  tax. 

Tax  imposed  by  section  600  (h)  of  the  act  of  October  3, 1917,  is  2  per  cent  of  price 
for  which  all  medicinal  preparations,  compounds,  or  compositions  whatsoever  are 
sold  by  the  manufacturer,  provided  tnat  (1)  the  manufacturer  claims  to  have  any 
private  formula,  secret  or  occult  art  for  making  or  preparing  them:  or  (2)  the  manu- 
facturer has  or  claims  to  have  any  exclusive  right  or  title  to  making  or  preparing 
them;  or  (3)  they  are  prepared  uttered,  vended,  or  exposed  for  sale  under  any  letters 
patent  or  trade-mark;  or  (4)  they  are  held  out  or  recommended  to  the  public  by 
the  makers,  venders,  or  proprietors  thereof,  either  (a)  as  proprietary  medicines  or 
meJicinal  proprietary  articles  orpreparations,  or  (b)  as  remedies  or  specifics  for  any 
disease  or  affection  whatever  affecting  the  human  or  animal  body.  (T.  D.  2719: 
Art.  XIX.) 

Scope  of  tax. 

Every  medicinal  preparation,  compound,  or  composition  embraced  within  one  or 
moreof  the  subdivisions  in  Article  XIX  of  Regulations  No.  44  is  subject  to  tax;  if 
article  is  made  or  prepared  by  manufacturer  claiming  to  have  private  formula,  secret 
or  occult  art  for  it,  it  is  taxable  even  though  it  is  not  prepared,  uttered,  vended, 
or  exposed  for  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not  held  out  or 
recommended  to  public  as  proprietary  medicine  or  medicinal  proprietary  article  or 
preparation  or  as  a  remedy  or  specific  for  any  disease  or  affection  of  the  human  or 
animal  body.    (T.  D.  2719;  Art.  XX.) 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Phar- 
macopoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when  not 
held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  articles 
or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so  held  out 
or  recommended  they  are  taxable  although  not  identified  by  any  name,  trade-mark, 
or  otherwise.    (T.  D.  2719;  Art.  XX.) 

• Trade-mark  or  name. 

Taxability  of  medicinal  preparation  under  section  600  (h)  of  the  act  of  October  3, 
191 7,  is  determined  by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it  is 
put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
facturer, or  any  name  in  possessive  case  is  used  on  label  or  on  literature  describing 
medicinal  preparation,  or  name  of  manufacturer  is  made  part  of  name  or  title,  or  anv 
intimation  is  otherwise  given  that  article  is  of  distinctive  origin,  tax  is  imposed: 
where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intend ea 
to  be  a  trade-mark  appropriated  to  the  article,  the  tax  attaches.  (T.  D.  2719:  Art. 
XXII.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manu^turers,  is  a  '* trade-mark"  under  section 
600  (h)  of  the  act  of  October  3,  1917.    (T.  D.  2785;  Jan.  23,  1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across  middle 
of  label  is  not  a  ''trade-mark"  under  section  600  (h)  of  the  act  of  October  3,  1917. 
(T.  D.  2785;  Jan.  23.  1919.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  is  not  of 
Itself  a  trade-mark  under  section  600  (h)  of  the  act  of  October  3,  1917.  (T.  D.  2785; 
Jan.  23,  1919.) 

Waters. 

Artificial  mineral  waters,  not  carbonated,  sold  by  manufacturer,  producer,  or  im- 
porter, in  bottles  or  other  closed  containers,  carbonated  waters  manufactured  and 
sold  by  the  manufacturer,  producer,  or  importer  of  the  carbonic  acid  gas  used  In 
carbonating  the  same,  and  natural  mineral  waters  and  table  waters  sold  by  the  pro- 
ducer, bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  cents  per 
gallon,  all  of  which  are  taxed  under  section  313  of  the  act  of  October  3, 1917,  are  not 
subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages.  (T.  D. 
2719;  Art.  XXIII.) 
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Idniments— Denatured  alcohol. 

Alcohol  denatured  according  to  stated  formula  may  be  used  in  the  manufteture  of 
Boap  liniment  (U.  S.  P.),  chloroform  liniment  (U.  S.  P.),  liniment  of  soft  soap,  and 
green  soap  when  manufactured  In  accordance  with  Btandards  of  United  States  Pharr 
macopoeia  with  exception  that  products  will  contain  camphor  and  rosemary;  de- 
naturant  may  be  used  only  in  central  denaturing  and  distilling  plant  of  industrial 
character  as  established  under  subsection  2^f  para^ph  N,  of  section  4,  of  the  act 
of  October  3, 1913,  and  supplement  No.  2  to  K^ulations  No.  30;  samples  of  liniment 
of  soft  soap  and  green  soap  required  to  be  submitted  together  with  formula,  before 
bond  is  approv^;  permission  for  use  of  special  denaturants  must  be  obtained. 
(T.  D.  24&;  Mar.  24, 1917.) 

Formula,  designated  as  No.  23,  for  special  denaturation  of  alcohol  to  be  used  in 
manufacture  of  liniment,  stated ;  formula  not  to  be  used  in  central  denaturing  bonded 
warehouses  or  distillery  denaturing  bonded  warehouses,  but  use  authorized  for 
denaturation  of  alcohol  in  central  distilling  and  denaturing  plants;  permission  re- 
quired  to  use  special  denaturant  in  any  central  distilling  and  denaturli^  plant,  as 

Srovided  in  articles  2  and  19,  of  supplement  No.  2  to  Regulations  30.    (T.  D.  2379; 
fct.  6, 1916.) 

Narcotics. 

See  "  Narcotics.'* 

Winea. 

Any  domestic  wines  may  be  used  In  manufacture  of  medicinal  preparations  pro- 
vided no  distilled  spirits  are  added.    (T.  D.  2387;  Oct.  30,  1916.) 

HEBCANTILE  COBPOBATION8. 

Ixicoiue  taxea — Grosa  income. 

Gross  income  of  mercantile  companies,  for  purpose  of  returns,  shall  consist  of 
total  sales  plus  inventory  at  end  of  year,  less  sum  of  cost  of  goods  purchased  during 
year  and  inventory  at  b^nnin^  of  year;  to  amount  of  income  thus  ascertained 
should  be  added  the  income,  gains,  or  profits  derived  from  all  other  sources;  all 
sales  made  during  year,  whether  compensated  for  by  accounts  receivable,  bills 
receivable,  cash,  or  other  property  at  a  determined  cash  value,  must  be  included, 
in  gross  income  of  year  in  which  sales  were  made.    (T.  D.  2690;  art.  92.) 

Dealers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns  on 
basis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lower.  (T.  D. 
2609;  Dec.  19,  1917.)  Pending  decision  by  Supreme  Court  of  United  States  as 
to  legality  of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609 
will  be  tentatively  accepted.  (T.  D.  2649;  Jan.  30, 1918.)  Affirmed,  T.  D.  2744; 
July  11, 1918. 

HEBOEB. 

Corporatioxifl — Stamp  tax— Issue  of  stock. 

Isbue  of  stock  by  a  consolidated  corporation,  in  exchange  for  stock  of  the  con- 
solidating corporations,  is  a  taxable  original  issue  under  act  October  3, 1917.  (T.  D. 
2752;  Aug.  14, 1918.) 

Transfer  of  stock. 

Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stock  of  the 
consolidated  corporation,  is  not  a  taxable  transfer  under  act  October  3, 1917.  (T.  D . 
2752;  Aug.  14, 1918.) 

Where,  as  under  section  15  of  the  New  York  stock  law,  providing  for  meiger 
of  ordinary  corporations,  acquisitions,  acquisition  of  stock  of  corporation  to  be 
merged  is  condition  precedent  to  merger,  transfer  of  such  stock  to  merging  corpora- 
tion prior  to  actual  merger  is  taxable  under  act  October  3,  1917.  (T.  D.  2752; 
Aug.  14, 1918.) 

Trust  companies— Stamp  tax— Issue  of  stock. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue 
of  stock  of  either  corporation  in  addition  to  already  existing  stock  upon  merger  of 
trust  companies  imder  sections  487-496  of  New  York  bankmg  law,  but  such  ta^i^ 
does  not  attach  to  substitution  of  new  certificates  for  certificates  representing  old 
stock  of  merging  corporation.    (T.  D.  2752;  Aug.  14, 1918.) 
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Trust  oompanlee— Contiiiued. 

Tranfller  of  Btock. 

Tax  impoeed  by  act  October  3,  1917,  on  transfen  of  stock,  does  not  attach  to 
exchange  of  stock  certificatee  of  merged  corporation  for  stock  certificate  of  mer^in^ 
corporation  at  the  time  and  as  part  of  the  merger  of  trust  companies  under  sections 
487-496  of  the  New  York  banking  law,  nor  to  substitution  of  new  certificates  for 
old  certificates  representing  old  stock  of  the  merging  corporation.  (T.  D.  2752; 
Aug.  14,  1918.) 

MBSSAGBGk 
Badio. 

See  ''Radio  Messages. " 

Telegraph  or  telephone. 

See  ''Telegraphs  and  Telephones." 

HETHYL  ALCOHOL. 

See  "Alcohol." 

MILBAGE  BOOKS. 
Paaaenger  transportation. 

Provision  of  subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  relating  to 
mileage  books,  applies  whether  book  was  j>urcha8ed  in  United  States,  Canada,  or 
Mexico;  manner  of  reporting  and  retunung  amounts  collected;  if  book  sold  in 
United  States  prior  to  November  1,  1917,  be  presented  for  exchange  ticket  or  on 
train  for  transportation,  tax  applies  on  sale  value  of  coupons  or  scrip  remaining  in 
book,  and  shall  be  collected  d^  employee  to  whom  book  is  presented;  8  per  cent 
tax  applies  to  gross  amount  paid  for  book  purchased  on  or  after  November  1,  1917, 
as  and  when  collection  is  made  therefor,  and  if  evidence  of  right  to  exemption  be 
delivered  to  carrier  at  time  of  purchase,  book  shall  be  stamped  "Tax  not  paid  "; 
when  tax  applies,  and  when  it  does  not  apply,  to  amount  paid  for  coupons  lifted 
from  mileage  books  purchased  in  Canada  or  Mexico,  stated.  (T.  D.  2676;  Mar.  18, 
1918.) 

MILITABY   8EBVIGB. 
See  "Army  and  Navy." 

MILE. 

Xncome  taxes — Oooperative  dairy  aiNiociations. 

Cooperative  dairy  companies  or  associations,  not  having  capital  stock  and  engaged 
in  collecting  milk  and  disposing  of  same  or  products  thereof,  and  distributing  pro- 
ceeds of  business,  less  necessary  operating  expenses,  among  their  patrons,  upon 
basis  of  quantity  of  butter-fat  in  milk  furnished  by  such  patrons,  are  exempt  from 
tax;  if  company  purchases  milk  at  stipulated  price  and  disposes  of  same,  or  its  prod- 
ucts, at  a  profit,  and  such  profit  inures  to  benefit  of  company  or  its  members,  on 
any  basis  other  than  butter-fat  content  of  milk  furnished,  such  company  will  come 
within  requirements  of  law  and  will  be  subject  to  tax.    (T  D.  2690;  art.  76.) 

— —  Betums  of  dairy  farmers. 
See  "Farmers." 

Transportation  charges. 

The  amounts  paid  for  transportation,  other  than  by  express,  of  milk,  are  subiect 
to  the  tax  of  3  per  cent;  whenever  two  or  more  tickets  for  transportation  are  sola  in 
book  form  or  in  bulk,  tax  applies  to  aggregate  amount  paid  for  tickets  so  purchased. 
(T.  D.  2676;  Mar.  18,  1918.) 

MINES  AND  HININa. 

Capital  stock  tax— "Bngaged  in  business.' ' 

Corporations  engaged  in  mining  are  "engaged  in  busLnesB"  and  are  subject  to 
tax  impoeed  by  section  407  of  the  act  of  September  8,  1916.  (T.  D.  2418;  Dec. 
15,  1916.) 

Company  organized  for  purpose  of  owning^  developing,  and  speculating  in  mining 
land  or  other  real  property  is  engaged  in  busmeoB  and  is  subject  to  capital  stock  tax 
imposed  under  section  407  of  act  of  September  8, 1916.    (T.  D.  2457;  Mar.  14, 1917.) 
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Excise  taxes— Depredation  and  depletion. 

Section  14  of  the  act  of  September  8, 1916,  amending  section  3225,  Revised  Stat- 
utes, providing  ^at  it  shall  not  apply  to  statements  or  returns  made  or  to  be  made 
in  go^  faith  regarding  annual  depreciation  of  oil  or  gas  wells  and  mines,  does  not 
purport  to  be  retroactive  in  its  operation.    (T.  D.  2661;  Mar.  5, 1918.    Ot.  Dec.) 

Lessee  of  mining  property  may  not  deduct  proportionate  value  of  ore  in  place  on 
January  1,  1909,  with  respect  to  each  ton  of  ore  mined,  as  so  much  depletion  of 
capital  assets,  but  may  aeduct  proportionate  part  of  royalty  paid  in  advance. 
(T.  D.  2721;  June  4, 1918.    Ot.  Dec.) 

Iron  ore  leases  under  consideration  in  case  of  United  States  v,  Biwabik  Mining 
Co.,  decided  by  the  Supreme  Court  of  the  United  States,  held  not  to  be  conveyances 
of  ore  in  place,  but  to  be  mnts  of  privilege  of  entering  upon,  discovering,  and 
developing  and  removing  the  minerals  from  the  land  (Sargent  Land  Co.  case,  242 
U.  S.  ^03/followed).    (T.  D.  2721;  June  4, 1918.    Ct.  Dec.) 

In  ascertainment  of  net  income  under  the  corporation  excise-tax  act  of  1909 
mining  corporation  is  not  entitled  to  deduction  against  gross  proceeds  from  the 
mining  and  treatment  of  ores  to  the  extent  of  the  gross  value  of  the  ore  in  the  ground 
before  it  was  mined,  ascertained  in  compliance  with  T.  D.  1675.  (T.  D.  2722;  June 
4,  1918.    Ct.  Dec.) 

For  purpose  of  determining  net  income  for  basis  of  taxation  under  the  corpora- 
tion excise-tax  act  of  1909,  mining  corporation  may  not  deduct  from  its  gross  income 
any  amount  whatever  on  account  ofdepletion  or  exhaustion  of  ore  bodies  caused 
by  its  operations  for  year  for  which  tax  is  assessed.  (T.  D.  2722;  June  4,  1918. 
Ct.  Dec.) 

Xncome  taxes— Depreciation  and  depletion  of  gas  and  oil  properties. 

Section  14  of  the  act  of  September  8,  1916,  amending  section  3225,  Revised  Stat- 
utes, providing  that  it  shall  not  apply  to  statements  or  returns  made  or  to  be  made 
in  good  faith  regarding  annual  depreciation  of  oil  or  gas  wells  and  mines,  does  not 
purport  to  be  retroactive  in  its  operation.    (T.  D.  2661;  Mar.  5, 1918.    Ct.  Dec.) 

In  case  of  lessee  capital  to  be  returned  is  amount  paid  in  cash  or  its  equivalent  as 
bonus  or  otherwise  by  lessee  for  lease  plus  expenses  incurred  in  developing  property 
(exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom  sufficient  to 
meet  all  deductible  expenses^  after  which  time  as  to  both  owner  and  lessee,  such 
incidental  expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection  with  drilling  of 
wells  and  further  development  of  proi)erty  may  be  at  option  of  operator  deducted 
as  operating  expense  or  cnarged  to  capital  account.    (T.  D.  2690;  art.  170.) 

In  case  of  operating  fee  owner  amount  returnable  through  depletion  deductions 
is  fair  market  value  of  property  (exclusive  of  cost  of  physical  property)  as  of  March 
1,  1913,  if  acquired  pnor  to  that  date,  or  actual  cost  of  property  if  acquired  subse- 
quent to  that  date,  plus,  in  either  case,  cost  of  development  (other  than  cost  of 
physical  property  incident  to  such  development)  up  to  point  at  which  income  from 
developed  territory  equals  or  exceeds  deductible  expenses.    (T.  D.  2690;  art.  170.) 

Essence  of  sections  5  and  12  of  the  act  of  September  8,  1916,  as  amended  by  the 
act  of  October  3, 1917,  is  that  owner  or  operator  of  gas  or  oil  properties  shall  secure 
throufifh  an  aggregate  of  annual  depletion  deductions  the  return  of  amount  of  capit4]il 
actually  invested,  or  amount  not  in  excess  of  fair  market  value  as  of  March  1,  1913, 
of  properties  owned  prior  to  that  date.    (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  s^egated  m  books  of  account 
from  that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which 
deduction  for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation 
may  be  made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Both  owners  and  lessees  operating  oil  or  gas  properties  will,  in  addition  to  and 
separate  from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted 
to  deduct  reasonable  allowance  for  depreciation  of  physical  property,  such  as 
machinery,  tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be 
such  an  amount,  based  upon  its  capitalized  value  (cost)  equitably  distributed  over 
its  useful  life,  as  will  bring  it  to  its  true  salvage  value  when  no  longer  useful  for 
purpose  for  which  property  was  acquired.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1. 1913, 
or  cost  of  property  if  acquired  subsequent  to  that  date,  or.  if  operator  ia  lessee, 
actual  amoimt  paid  for  lease  plus,  in  case  of  both  owner  ana  lessee,  cost  of  subse- 
quent development,  exclusive  of  physical  property,  if  such  cost  is  capitalized,  will 
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be  basifl  for  detennining  depletion  deduction  or  deduction  for  return  of  capital  for 
all  subsequent  years  during  continuance  of  ownership  under  which  value  was 
fixed  or  by  which  investment  was  madej  during  such  ownership  tiliere  can  be  n  w 
revaluation  for  purpose  of  deduction  if  it  should  be  found  that  quantity  of  oi]  r 
gas  was  underestimated  at  time  value  was  fixed  or  property  was  acquired  or  at  tii.ie 
Tease  contract  was  entered  into  or  purchaBcd.    (T.  D.  2690;  art.  170.) 

If  quantity  of  oil  or  ^  can  not  be  determinea  with  certainly,  depletion  deduc* 
tion  will  be  computed  in  accordance  with  rules  set  out  in  T.  Jjk  2447,  except  that 
lessees  may  compute  deductions  for  return  of  capital  (cost  of  lease  and  develop- 
ment) in  same  manner  as  owners  in  fee;  that  is,  mey  may  extinguish  such  capital 
on  basis  of  reduction  in  flow  and  production  as  compared  with  preceding  year,  or, 
in  case  of  leasehold  properties  brought  in  or  developed  during  year,  depletion 
deduction  may  be  computed  on  basis  of  decline  in  settled  flow  and  production,  as 
evidenced  by  tests  and  gauges  made  at  end  of  year  as  compared  with  similar  tests 
and  gauges  made  at  time  settled  flow  was  determined:  for  purpose  of  computing 
depletion  territory  comprehended  in  given  lease  will  be  considered  unit  with 
respect  to  which  depletion  deduction  may  be  claimed  and  allowed.  (T.  D.  2690 
art.  170.) 

Every  individual  or  corporation  entitled  to  deduction  on  account  of  defj^letion 
or  for  return  of  capital  invested  shall  keep  acciurate  ledger  account,  in  which,  in  case 
of  fee  owner,  shall  be  chaiged  fair  market  value  as  of  March  1,  1913,  or  cost,  if  ac- 
c]uired  subsequent  to  tliat  date,  of  oil  or  gas  property  plus  cost  of  development,  or, 
in  case  ai  lessee,  amount  actually  originally  invested  in  lease  and  its  development; 
this  amount  shall  be  credited  as  amount  claimed  each  year  as  deduction  on  account 
of  depletion  or  as  return  of  capital,  to  end  that  when  credits  to  account  equal  debits 
no  further  deductions  on  eiuier  account  with  respct  to  this  property  and  capital 
invested  therein  will  be  allowed;  or,  in  lieu  of  direct  credit  to  property  account, 
amounts  so  claimed  and  allowed  as  deduction  may  be  credited  to  depletion  reserve 
account.    (T.  D.  2690;  art.  170.) 

Estimate,  subject  to  approval  of  Commissioner  of  Internal  Revenue,  required 
to  be  made  of  probable  quantity  of  oil  or  ^as  contained  in  or  to  be  recovered  from 
territory  with  respect  to  which  investment  is  made;  invested  capital  will  be  divided 
by  number-of  units  of  oil  or  gas  so  estimated,  and  quotient  will  be  per  unit  cost  or 
amount  of  capital  invested  in  each  unit  recoverable;  this  quotient  when  multiplied 
by  number  of  units  removed  from  territory  in  one  year,  will  determine  amount 
which  will  be  allowably  derl acted  from  gross  income  for  that  year  on  account  of 
depletion  or  as  return  of  invested  capital  until  total  of  such  deductions  shall  equal 
capital  invested.    (T.  D.  2690;  art.  170.) 

If  individual  or  corporation  chaigee  expense  of  drilling  wells  or  further  develop- 
ment to  capital  account,  the  same,  in  so  far  as  expense  is  represented  by  physical 
property,  may  be  taken  into  account  in  detennining  reasonable  allowance  for 
depreciation  during  each  year  until  property  account  thus  augmented  has  been 
extinguished  through  annual  depreciation  deductions,  after  which  no  further 
deduction  on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business, 
cost  of  drilling  nonproductive  wells  may  be  deducted  n-om  gross  income  as  operat- 
ing expense.    (T.  D.  2690;  art.  170.) 

Individual  or  corporation  owning  and  operating  oil  or  ^  properties  required  to 
attach  to  each  return  a  statement  showing  cer^in  specified  data;  if  operator  is 
lessee  that  fact  should  be  stated,  and  to  return  made  by  such  lessee  there  should  be 
attached  a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 

^—  Depreciation  and  depletion  of  ore  properties. 

When  corporation  sets  aside  part  of  its  earnings  to  create  sinking  fimd  with  which 
to  retire  inaebtedness,  annual  additions  to  sucn  fund  are  not  allowable  deduction 
from  gross  income  or  as  or  in  lieu  of  depreciation  or  on  any  other  account;  earnings 
thus  set  aside  are  an  asset  and  any  accretion  thereto  must  be  accoimted  for  as  income; 
ruling  will  not,  however,  forbid  deduction  or  reasonable  allowance  for  depletion  of 
natural  deposits  even  though  amount  so  deducted  be  used  in  whole  or  in  part  in 
payment  of  its  indebtedness.    (T.  D.  2690;  art.  166.) 

Ownership  of  mine  content  at  time  for  which  computation  is  made  is  an  essential 
prerequisite  to  an  allowable  deduction  for  depletion,  under  section  5  (a)  and  section 
12  (a)  of  Titie  I  of  the  act  of  September  8,  1916,  as  amended;  deduction  in  case  of 
lessee  limited  to  amount  equal  to  capital  actually  invested  in  lease  without  reeaid 
to  value  as  of  March  1, 1913,  or  any  other  date;  the  seventh  and  eighth  para^pSs  of 
section  5  (a)  and  the  second  paragraph  of  section  12  (a)  authorize  in  case  of  mine  own- 
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Income  tazee— Continiaed. 

Depredation  and  depletion  of  ore  propertiee— Continued. 

era  two  claaseo  of  deductionB  to  take  care  of  waating  of  MsetB,  namely,  depreciation 
and  depletion.    (T.  D.  2690;  art.  171.) 

Botili  owner  and  lessee  will  keep  accurate  ledger  accounts  to  which  will  be  charged 
capital  invested  in  mine  or  lease,  and  in  machinery,  equipment,  etc.,  crediting  such 
accounts  or  a  depletion  reserve  account  with  amount  claimed  and  allowed  as  a 
deduction  each  year  imtil,  as  result  of  such  credits,  the  capital  charge  shall  be 
extinguished,  after  which  no  further  deduction  on  mis  account  will  be  allowed. 
(T-  D.  2690;  art.  172.) 

Original  cost  of  mineral  deposit  may  be  taken  as  basis  for  computing  annual  deple- 
tion deductions  if  fair  market  value  as  of  March  1, 1913,  can  not  De  ascertained  other 
wise,  allowance  being  made  for  minerals  which  may  have  been  removed  prior  to  that 
date;  where  property  was  acquired  subsequent  to  that  date,  same  rule  for  computing 
annual  depletion  deduction  will  apply,  except  that  basis  of  coihputation  will  be 
actual  cost  rather  than  value  as  of  AUrch  1,  1913.    (T.  D.  2690;  art.  172.) 

Every  individual  or  corporation  claiming  and  making  deduction  for  depletion  of 
natural  deoosits  shall  keep  accurate  led^r  account,  in  which  shall  be  charged  fair 
market  vame  as  of  March  1, 1913,  or  cost,  if  property  was  acquired  subsequent  to  that 
date,  of  minend  deposits  involved,  accoimt  to  oe  credited  with  amoimt  of  depletion 
deduction  claimed  and  allowed  each  year,  or  amount  of  depletion  shall  be  credited 
to  depletion  reserve  account,  to  end  that  when  sum  of  credits  for  depletion  equals 
value  or  cost  of  property,  no  further  deduction  for  depletion  will  be  allowed;  fair 
market  value  or  cost  of  property,  as  case  may  be,  will  be  basis  for  determining  deple- 
tion deduction  for  all  subsequent  veara  during  ownership  under  which  value  was 
fixed,  and  during  such  ownership  there  mav  be  no  revaluation  if  it  should  be  found 
that  estimated  quantity  of  deposit  was  imaerstated;  where  quantity  of  mineral  de- 
posit prior  to  March  1, 1913,  can  not  be  accurately  estimated,  necessary,  if  depletion 
deductions  are  to  be  taken,  for  owner  of  deiKMits.  with  best  information  available, 
to  arrive  at  fair  market  value  of  property  as  of  March  1,  1913,  which  value  during 
period  of  ownership  shall  be  final;  then,  on  basis  of  most  probable  number  of  units 
in  property,  per  \tpit  value  shall  be  detennined  as  basis  for  computing  annual  deple- 
tion iJiowances;  this  method  and  allowances  to  be  continued  until,  but  not  beyond, 
time  when  value  as  of  March  1,  1913,  shall  have  been  extinguished.  (T.  D.  2690; 
art.  172.) 

Where  property  was  acquired  bv  purchase  or  otherwise  (other  than  by  lease) 
prior  to  March  1,  1913,  amoimt  oi  invested  capital  which  may  be  extinguished 
through  annual  depletion  deductions  from  gross  mcome  will  be  the  market  value  of 
mine  property  so  acquired,  as  of  March  1, 1913;  value  contemplated  as  basis  for  deple- 
tion deductions  must  not  be  based  upon  assumed  salable  value  of  output  under  cur- 
rent operative  conditions,  less  cost  of  production,  for  reason  that  value  so  deter- 
mined would  comprehend  profits  to  be  realized  from  operation  of  property;  value 
must  not  be  speculative  but  must  be  determined  upon  basis  of  salable  value  en 
bloc  as  of  March  1,  1913,  of  entire  deposit  of  minerals,  exclusive  of  improvements 
and  development  work;  en  bloc  value  having  been  ascertained,  estimate  of  number 
of  units  (tons,  pounds,  etc.)  should  be  made,  and  en  bloc  value  divided  bv  estimated 
number  of  units  will  be  determined  per  unit  value,  which,  multiplied  by  number 
of  units  mined  and  sold  during  any  one  year  will  determine  sum  which  mil  consti- 
tute deduction  of  that  year*  deductions  computed  on  like  basis  may  be  made  from 
year  to  year  during  ownership  imder  which  value  was  determined  until  aggregate 
en  bloc  value  as  of  March  1, 1913,  of  mine  or  mineral  deposit  shall  have  been  extin- 
guished.   (T.  D.  2690;  art.  172.) 

Precise  manner  in  which  estimated  fair  market  value  of  mineral  deposits,  as  of 
March  1,  1913,  shall  be  made,  must  be  determined  by  owner  upon  such  basis  as 
must  not  comprehend  any  operating  profits,  estimate  to  be  subject  to  approval  of 
CommisBioner;  in  passing  upon  accuracy  and  harness  of  estimate  due  weight  to 
market  value  of  stock  of  corporation  on  March  1, 1913,  and  also  to  sworn  statements 
as  to  value  of  stock  filed  at  any  time  thereafter  for  purposes  of  special  excise  tax 
based  on  value  of  capital  stock  imposed  by  Title  I  of  the  act  of  September  8, 1916, 
will  be  attached.    (T.  D.  2690;  art.  172.) 

Where  depletion  deduction  is  computed  on  basis  of  cost  or  price  at  which  any 
mine,  minend  lands  or  properties  were  acquured,  corporation  upon  request  of  com- 
missioner must  show  that  cost  or  price  at  which  propery  was  bought  was  fixed  for 
purposes  of  bona  fide  purchase  or  sale  by  which  projperty  passed  to  owner  in  fact  as 
well  as  in  form,  different  from  vendor;  in  determimng  whether  or  not  price  or  cost 
at  which  any  purchase  or  sale  was  made  represented  actual  market  value,  due 
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Income  taxes— Oonlinued. 

Depreciation  and  depletion  of  ore  properties— Continued. 

weight  will  be  given  to  relationship  or  connection  existing  between  party  or  parties 
aellSig  property  and  buyer  thereof.    (T.  D.  2690;  art.  172.) 

Leasee  corporation  not  entitled  to  an ^  deduction  as  such,  but  if  lessee,  in  addition 
to  royalties,  pays  stipulated  sum  for  nght  to  explore,  develop,  and  operate  mine, 
such  sum  may  be  spread  ratably  over  estimated  number  of  units  in  mme,  and  thua 
ascertain  amount  of  invested  capital  or  bonus  payment  applicable  to  each  unit; 
per  unit  cost  thus  ascertained  will  be  multiplied  by  niunber  of  units  removed  from 
mine  during  any  one  year,  and  result  will  oe  amount  that  may  be  deducted  from 
gross  income  of  that  year  as  return  of  capital  invested;  in  case  of  both  mine  owner 
and  lessee,  no  deduction  for  depletion  or  return  of  capital  will  be  allowed  when 
invested  capital  has,  through  the  aggregate  of  all  such  deductions,  been  extinguished ; 
for  purpose  of  computing  tnis  deduction  in  case  of  lessee  company  actual  amount  of 
bonus  paid  and  not  value  as  of  March  1, 1913,  will  be  considered  capital  invested  to 
be  returned  through  aggregate  of  annual  deductions.    (T.  D.  2690;  art.  172.) 

Operator  will  be  permitted  to  deduct  from  gross  income  of  each  year  reasonable 
allowance  for  depreciation  of  all  physical  property  used  in  connection  with  opera- 
tion of  mine  ana  owned  by  operator;  for  this  purpose  the  actual  cost  (not  value) 
will  be  equitably  distributed  over  useful  life  of  such  property  imtil  true  salvage 
value  has  been  reached;  both  owner  and  lessee  will  keep  accurate  ledger  accounts 
to  which  will  be  charged  capital  invested  in  mine  or  lease,  and  in  machinery,  equip- 
ment, etc.,  crediting  such  accounts  or  a  depreciation  reserve  account  with  amount 
claimed  and  allowea  as  a  deduction  each  year  until,  as  result  of  such  credits,  the 
capital  chaige  shall  be  extinguished,  after  which  no  further  deduction  on  this 
account  will  be  allowed.     (T.  D.  2690;  art.  172.) 

The  allowance  for  depletion  in  the  case  of  mines  pertains  to  a  consumption  of 
capital  assets  rather  than  to  a  business  loss.    (T.  D.  3001;  Apr.  15, 1920.    Ct.  Dec.) 

The  lessee  of  a  mine  is  not  entitled  to  a  deduction  for  depletion  under  the  act 
of  September  8,  1916.    (T.  D.  3001;  Apr.  15, 1920.    Ct.  Dec.) 

There  is  no  substantial  distinction  as  applied  to  a  mine  between  depreciation 
which  was  sought  by  mine  owners  under  the  acts  of  August  5,  1909,  and  October 
3,  1913,  and  the  depletion  which  was  allowed  by  the  act  of  September  8,  1916. 
(T.  D.  3001;  Apr.  15,  1920.    Ct  Dec.) 

The  fact  that  the  lessee  of  a  mine  is  under  an  affirmative  obligation  to  remove 
or  at  least  to  pay  for  a  fixed  amount  of  ore  does  not  change  the  general  nile  as  to 
depletion-in  the  case  of  lessees.    (T.  D.  3001;  Apr.  15,  1920.    Ct.  Dec.) 

Returns. 

Section  14  of  the  act  of  September  8.  1916,  amending  section  3225,  Revised 
Statutes,  providing  that  it  shall  not  apply  to  statements  or  returns  made  or  to  be 
made  in  good  ^tn  regarding  annual  depreciation  of  oil  or  gas  wells  and  mines, 
does  not  purport  to  be  retroactive  in  its  operation.  (T.  D.  2661;  Mar.  5, 1918.  Ct 
Dec.) 

Individual  or  corporation  owning  and  operating  oil  or  gas  properties  required  to 
attach  to  each  return  a  statement  showing  certam  specified  data;  if  operator  is 
lessee  that  fact  should  be  stated,  and  to  return  made  by  such  lessee  there  should  be 
attached  a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 

Operator  of  mining  properties,  or  lessee  thereof,  required  to  attach  to  his  return 
statement  setting  out  certain  specified  data.     (T.  D.  2690;  art.  172.) 

Transportation  for  hire  by  TwiniTig'  companies. 

WTiere  a  person,  corporation,  partnership,  or  association  is  engaged  in  mining, 
and.  for  account  of  himself  or  itself,  furnishes  any  of  the  services  or  facilities  de- 
scribed or  referred  to  in  subdivisions  (a),  (b)^  (c),  or  (d)  of  section  500  of  the  act  of 
October  3,  1917,  and,  at  times,  for  hire,  lurziisnes  any  of  such  facilities  for  the  ac- 
count of  any  other  person,  corporation,  jwirtnership,  or  association^  the  one  fumi^iing 
such  facility  is  a  carrier,  ana  tax  apphes  as  respects  all  commodities  so  transported, 
whether  for  his  or  its  account  or  for  the  account  of  others.  (T.  D.  2676;  Mar.  18. 
1918.) 

MINERAL  WATERS. 
Beverages. 

See  "Beverages." 

Excise  taxes. 

See'*  Excise  Taxes." 
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MINOB8. 

Adxnteioxis. 

Children  under  12  yean  of  age  when  admitted  free  are  not  taxable  under  section 
700  of  the  act  of  October  3, 1917.    (T.  D.  2681;  Mar.  26, 1918.) 

Tax  imposed  by  section  700  of  the  act  of  October  3, 1917,  on  the  admission  of  chil- 
dren under  12  years  of  age,  must  be  collected  in  all  cases  at  the  full  rate  of  1  cent  for 
each  10  cents  or  fraction  thereof,  except  where  distinctive  tickets  are  iasued  for 
children  under  12  years,  or  tickets  for  their  use  are  indelibly  stamped  to  show  that 
they  are  good  only  for  the  admission  of  children  under  12  years,  or  where,  in  absence 
of  tickets,  tax  is  paid  at  time  of  admission  of  children  under  12  years;  children 
under  12  years  of  age  when  admitted  free  are  not  taxable.  (T.  D.  2681;  Mar.  26, 
1918.) 

iDcome  taxes — ^Deduotiozis  of  allowances. 

As  a  rule,  allowances  which  father  gives  to  his  minor  children,  whether  said  to  be 
in  consideration  of  service  or  otherwise,  are  not  allowable  deductions  in  return  of 
income,  nor  are  they  income  to  the  children.    (T.  D.  2690;  art.  8.) 

Exemptiozis. 

Exemption  of  |200  for  each  dependent  child  provided  by  section  7  of  act  of  Sep- 
tember 8, 1916,  as  amended,  is  given  in  respect  of  income  tax  and  is  therefore  appli- 
cable under  both  the  act  of  September  8, 1916,  as  amended,  and  the  act  of  October 
.,  1917,  under  same  conditions  of  fact.    (T.  D.  2690;  art.  14.) 

Betums. 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  under  section  2  (b)  of  the  act  of  September  8,  1916,  as  amended,  when 
income  of  estate  or  trust,  as  an  entity,  is  $1,000  or  over,  return  to  be  made  on  Form  1040 
or  1040A ;  fiduciaries  must  make  returns  on  Form  1041  whenever  interests  of  bene- 
ficiary in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an  unmarried  beneficiary 
and  whenever  interest  of  married  beneficiary  is  $2,000  or  over.  (T.  D.  2690;  art. 
27.) 

Fiduciaries  acting  for  minors  or  other  incompetents,  required  to  make  returns 
according  to  maritu  status  of  beneficiary;  whenever  interest  of  beneficiary  in  net 
income  of  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary  or  in  case  of 
married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required  to 
make  return.    (T.  D.  2690;  art.  27.) 

MIXED  FLOTJB. 

Stamps— Cancellation. 

Tax-paid  stamps  on  mixed  flour  may  be  canceled  by  perforation  by  manu^turer 
at  his  option,  provided  factory  number,  district,  and  State,  and  name  of  person  by 
whom  or  for  whom  canceled,  or  suitable  abbreviation  tJiereof,  together  with  date 
affixed  and  canceled,  are  shown  by  this  means,  and  letters  or  niun^als  employed  in 
perforation  are  plain  and  l^ble.    (T.  D.  2761;  Oct.  10,  1918.) 

MONEY  OB  OTHEB  PBOPBBTY  BOBBOWED. 

Definition. 

The  term  "money  or  other  property  borrowed,"  as  used  in  section  207  of  the  act 
of  October  3, 1917,  and  Refi;ulations  No.  41,  includes  not  only  cash  or  other  borrowed 
property  which  can  be  identified  as  such,  but  current  liabilities  and  temporary 
mdebtedness  of  all  kinds  and  an^  permanent  indebtedness  upon  which  taxpayer 
is  entitled  to  an  interest  deduction  in  computing  net  income.  (T.  D.  2694;  art. 
44.) 

MOBTGAGES. 
Corporation  excise  tax. 

In  ascertaining  net  income  of  a  corporation  under  section  38  of  the  act  of  August 
5,  1909,  which  has  taken  title  to  real  i>roperty  subiect  to  mortage,  but  has  not 
assumed  indebtedness  secured  thereby,  interest  paid  on  indebtedness  may  be  de- 
ducted as  payments  required  to  be  made  as  condition  to  continued  use  or  poesession 
of  the  property.    (T.  D.  2787;  Jan.  31, 1919.) 
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Bstate  tax—Deduetion. 

Mortgages  restinff  on  decedents'  property  dumld  be  shown  under  ''I>ediictionB" 
in  FonR  706,  and  full  value  of  mortgaged  realty  should  be  shown  under  item  1  of 
'*GroaB  estates";  similar  rule  must  be  applied  with  regard  to  hypothecated  person- 
alty.   (T.  D.  2513;  July  16, 1917.) 

Inconie  taxes — ^Deductions. 

Where  mortgagee  buys  in  property  and  credits  indebtedness  with  purchase  price, 
difference  between  price  ana  indebtednesB  not  allowable  as  deduction;  only  where 
purchaser  for  less  than  debt  is  anotiher  than  morteagee  may  difference  between  debt 
and  net  from  sale  credited  be  deducted  as  bad  debt.    (T.  D.  2690;  art.  8.) 

In  ascertaining  net  income  of  a  corporation  under  section  2,  paragraph  6  (b) 
(first)  of  the  act  of  October  3, 1913;  which  has  taken  title  to  real  property  subject  to 
mortgage,  but  has  not  assumed  indebtedness  secured  thereby,  interest  paid  on 
indebtedness  may  be  deducted  as  payments  required  to  be  made  as  condition  to 
continued  use  or  possession  of  the  property.    (T.  D.  2787;  Jan.  31, 1919.) 

Information  at  source. 

Returns  of  information  required,  regardless  of  amount,  in  case  of  iMiyments  of 
interest  ui)on  bonds,  mortgages,  or  d^ds  of  trust,  or  other  similar  obb^tions  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insurance 
companies,  and  in  the  case  of  foreign  items;  original  ownership  certificates,  when 
duly  filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D.  2759; 
Oct.  2, 1918.) 

Withholding. 

Withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income-tax  law  apply  to 
normal  income  tax  of  citizens  and  resident  aliens,  only  when  derived  from  mterest 
on  bonds  and  mortgages,  deeds  of  trust,  or  other  similar  obligations  of  corporations, 
associations,  etc.,  which  have  a  "tax-free  covenant  clause,"  regardless  of  amount 
and  period  of  pa3rment;  on  and  after  January  1,  1918,  nonnal  tax  of  2  per  cent 
imposed  by  the  act  of  October  3,  1917,  is  the  tax  to  be  deducted  and  withheld  from 
citizens  or  residents  of  the  United  States  in  accordance  with  section  9  (c).  (T.  D. 
2690;  art.  43.) 

MOTION  PICTT7BES. 

See  "Moving  Pictures." 

MOTOB  FUSL. 

Denatured  alcohol. 

Formula  3  for  the  complete  denaturation  of  alcohol  made  of  refuse  material  for 
use  as  a  motor  spirit  or  ^^line  substitute  in  Hawaii  authorized  for  use  by  any 
qualified  denaturer.    (T.  D.  2528;  Oct.  3,  1917.) 

Formula  No.  28,  for  special  denaturation  of  alcohol  for  use  in  manu^ture  of 
motor  fuel,  stated;  formula  authorized  to  be  used  exclusively  in  manufacture  of 
motor  fuel  by  a  closed  and  continuous  process,  in  connection  with  a  central  dena- 
turating  bonded  warehouse;  analytical  requirements;  process  after  denaturation; 
samples  of  finished  product  to  be  furnished;  application  for  use  of  denaturant  to 
be  accompanied  by  blue  prints  and  full  description  of  process  and  premises.  (T.  D. 
2769;  Nov.  4,  1918.) 

MOTOB  VEHICLES. 

Automobiles — Accessories. 

Automobile  bodies  and  other  attachments  and  accessories  to  automobiles  and 
motorcycles  are  not  taxable  when  sold  separately,  but  they  are  when  sold  as  part  of 
automobile  or  motorcycle  or  of  its  equipment,  whether  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

•^—  Assembled  oar. 

A  usable,  substantially  completed  automobile,  produced  by  assembling  new 
parts  of  trucks  and  cars,  is  subject  to  tax  imposed  by  section  600  (a)  of  the  act  of 
October  3,  1917,    (T.  D.  2719;  Art.  IX.) 
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AutomoMlefl— Continued. 

Bodies. 

Aatomobile  bodies  and  other  attachments  and  accesBoiies  to  automobiles  and 
motorcycles  axe  not  taxable  when  sold  8e|)aratelyy  but  they  are  when  sold  as  part  of 
an  automobile  or  motorcycle  or  of  its  equipment,  whether  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

Dealer  who  contracts  to  sell  to  customer  a  truck  composed  of  a  tax-paid  chassis 
and  a  body  to  be  added  by  body  builder  and  who  performs  his  contract  is  liable  to 
tax  as  manufactureT  of  completed  truck,  though  onier  to  body  builder  purports  to 
be  that  of  customer  through  the  dealer  as  his  agent.    (T.  D.  2795:  Feb.  26, 1919.) 

Chassis. 

A  chassis  is  an  automobile  within  the  meaning  of  section  600  (a)  of  the  act  of  Octo- 
ber 3,  1917,  and  tax  is  payable  by  mannfacturer  thereof;  where  person  other  than 
manit^turer  of  chassis  completes  and  sells  automobile,  tax  must  be  paid  on  com- 
plete car  less  any  tax  already  paid  on  the  sale  of  the  chassis.    (T.  D.  2719;  Art.  IX.) 

Combination  of  vehicles. 

Single  sale  by  dealer  of  tractor  and  trailer  bought  by  him  together  tax  paid,  and 
an  extra  trailer,  is  not  taxable  unless  combination  of  the  three  vehicles  (otherwise 
than  merely  by  coupling)  forms  a  functioning  vehicle.    (T.  D.  2795;  Feb.  26, 1919. 

Definition. 

An  automobile  is  a  self-propelling  vehicle,  usually  designed  to  run  on  a  road, 
containing  the  means  of  propulsion  within  itself.    (T.  D.  2719;  Art.  VIII.) 

An  automobile  truck  or  wagon  is  an  automobile  used  primarily  for  transporting 
articles.     (T.  D.  2719;  Art.  Vni.) 

Demountable  top  added. 

If  a  dealer  adds  a  demountable  top  to  a  tax-paid  automobile  or  a  driver's  cab  to  a 
tax-paid  truck,  the  sale  of  the  improved  vehicle  is  not  subiect  to  excise  tax .  (T.  D. 
2795;  Feb.  26,  1919.) 

Fire  engines. 

A  self-propelling  fire  engine,  at  least  if  designed  to  carry  only  such  persons  as  are 
necessary  to  drive  it,  is  not  spoken  of  and  is  not  to  be  regarded  as  an  automobile; 
if,  however,  it  is  si>ecially  designed  to  carry  firemen  not  employed  in  or  about  the 
driving  of  tne  machine,  it  must  be  regarded  as  falling  within  tne  scope  of  section  600 
(a)  of  me  act  of  October  3,  1917:  on  other  hand  automobiles  and  automobile  trucks 
equipped  as  hook  and  ladders,  nose  carts,  etc.,  tor  the  use  of  firemen,  are  taxable, 
(f .  D.  2719;  Art.  IX.) 

Forfeiture. 

Nonparticipation  of  owner  of  automobile  in  its  use  in  transporting  distilled  spirits 
upon  which  the  tax  had  not  been  paid  is  no  bar  to  proceeding  in  rem  for  its  for- 
feiture.   (T.  D.  2776;  Dec.  11,  1918.) 

Under  section  3450,  Revised  Statutes,  automobile  used  in  transporting  spiiitous 
liquors  on  which  tax  has  not  been  paid,  borrowed  from  purchaser  thereof,  who  had 
given  his  note  secured  by  deed  of  trust  thereon  for  unpaid  purchase  price,  is  subject 
to  forfeitures  as  against  seller,  though  under  terms  of  deed  and  the  State  law  the 
seller  could  reouire  the  trustee  to  seize  such  automobile  and  sell  it  in  satisfaction  of 
his  deed,  and  tnough  he  had  no  knowledge  of  any  intention  to  use  such  automobile 
for  an  illegal  purpose.    (T.  D.  2789;  Feb.  10, 1919.    Ct.  Dec.) 

Machine  guns. 

Motor-driven  machine  gims  are  not  automobiles  or  automobile  trucks.  (T.  D. 
2719;  Art.  IX.) 

Motor-driven  machines. 

Motor-driven  machines  for  pulling  vehicles  around  factories  and  railway  stations 
are  not  automobiles  or  automobile  trucks.    (T.  D.  2719;  Art.  IX .) 

Motor  units. 

A  motor  unit,  designed  to  be  attached  to  a  bicycle  so  as  to  make  it  self-propelling 
like  a  motorcycle^  is  not  taxable  when  sold  separately,  but  when  sold  attached  to  a 
bicycle  or  to  a  children's  buckboard  the  complete  vehicle  is  subject  to  the  tax  as  a 
motorcycle  or  automobile.    (T.  D.  2719;  Art.  A.) 
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Automobilee— Continued. 

Bate  of  tax. 

Tax  imposed  by  section  600  (a)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
piice  for  which  automobiles,  automobile  trucks,  automobile  wagons,  and  motor- 
cycles are  sold  by  the  manufacturer.    (T.  D.  2719;  Art.  VIII.) 

Scope  of  tax. 

To  come  within  the  scope  of  the  tax  imposed  by  section  600  (a)  of  the  act  of  October 
3. 1917,  a  machine  must  do  a  vehicle  or  conveyance;  that  is,  designed  primarily  for 
tne  transportation  in  or  upon  it  of  persons  or  property.    (T.  D.  2719;  Art.  IX.) 

Speedometers. 

Speedometers  and  other  attachments  and  accessories  to  automobiles  and  motor- 
cycles are  not  taxable  when  sold  separately,  but  thev  are  when  sold  as  part  of  an 
automobile  or  motorcycle  or  of  its  equipment,  whether  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

Track  use. 

An  automobile  adapted  for  use  on  a  track  is  subject  to  the  tax  imposed  by  section 
600  (a)  of  the  act  of  (fctober  3, 1917.    (T.  D.  2719;  Art.  VIII.) 

—  Tractors. 

Tractors  for  pulling  agricultural  implements  are  not  automobiles  or  automobile 
trucks.    (T.  D.  2719;  Art.  IX.) 

A  tractor,  which  has  no  body  or  provision  for  carrying  the  load,  but  is  intended 
to  haul  trailers,  is  not  taxable;  if  it  has  a  body,  no  matter  how  small  the  carrvine 
capacity,  or  is  designed  for  attachment,  permanent  or  temporary,  to  a  two-wheel 
trailer,  m  such  a  way  as  to  carry  part  of  the  load,  it  is  subject  to  tax  as  an  automobile 
truck  or  wagon;  if  sold  in  combination  with  such  trailer,  the  tax  is  on  the  total 
price;  a  four-wheel  trailer  complete  in  itself,  having  no  connection  with  an  auto- 
mobile except  the  necessary  coupling  when  drawn  by  it,  is  not  subject  to  tax. 
T.  D.  2719;  Art.  X.) 

—  Truck  units. 

So-called  truck  units,  intended  to  be  attached  to  pleasure  car  chassis  so  as  to  con- 
vert tiiem  into  trucks,  are  not  taxable  when  sold  separately;  if  sold  in  combination 
with  a  new  chassiB,  however,  tax  is  imposed  upon  price  of  complete  truck.  (T.  D. 
2719;  Art.  X.) 

•^—  ITsed  or  second-hand  automobiles. 

Used  or  second-hand  automobiles  are  not  subject  to  tax  imposed  by  section  600 
(a)  of  the  act  of  October  3, 1917.    (T.  D.  2719;  Art.  X.) 

Boats. 

Motor  boat  operated  solely  in  taking;  out  fishing  parties  for  hire  is  subject  to  excise 
tax  on  boats,  although  it  is  licensed  in  the  coasting  trade  and  transportation  tax  is 
collected  from  passengers.    (T.  D.  2795;  Feb.  26, 1919.) 

Electric  motor  boats,  within  the  meaninc  of  Title  III  of  the  act  of  September  8, 
1916,  are  tibose  boats,  regardlen  of  size  or  cnaracter  of  construction,  which  are  pro- 
pelled by  electric  power.    (T.  D.  2384;  art.  2.) 

Motor  boats  operated  by  a  company  engaged  in  the  business  of  taking  parties  on 
trips  to  enjoy  the  trip  and  the  scenery  are  not  used  exclusively  for  trade  and  their 
use  IB  subject  to  the  excise  tax  on  boats.    (T.  D.  2785;  Jan.  23, 1919.) 

Xotor  cycles. 

A  motor  cycle  is  a  motor-driven  bicycle.    (T.  D.  2719;  Art.  VIII.) 

Side  cars  for  motorcycles  are  not  taxable  when  sold  separately,  but  they  are  when 
sold  as  part  of  a  motor  cycle,  or  of  its  equipment,  whether  standard  or  not.  (T.  D. 
2719;  Art.  X.) 

A  motor  unit,  designed  to  be  attached  to  a  bicycle  so  as  to  make  it  self-propelling 
like  a  motor  cycle,  is  not  taxable  when  sold  separately,  but  when  sold  attached  to  a 
bicycle  or  to  a  children's  buckboard,  the  complete  vdiicle  is  subject  to  the  tax  as  a 
motor  cycle  or  automobile.    (T.  D.  2719;  Art.  X.) 

Speedometers  and  other  attachments  and  accessories  to  motor  cycles  are  not  taxa- 
ble when  sold  separately,  but  they  are  when  sold  as  part  of  a  motor  cycle  or  of  its 
equipment,  whetner  standard  or  not.    C^.  D.  2719;  Art.  X.) 
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Seizure— Belease  nnder  bond. 

In  case  of  seizuies  of  automobiles,  hones,  and  other  similar  property,  collectors 
instructed  to  refuse  to  accept  bond  under  section  3459,  Revised  Statutes,  for  release 
unless  property  was  seized  under  provisions  of  section  3463,  Revised  Statutes,  only; 
where  seizure  was  not  made  under  such  section,  if  property  is  appraised  at  $500  or 
lesB,  collectors  will  disi>0Be  of  same  promptly  under  provisions  of  section  3460, 
unless  bond  for  costs  is  given,  in  which  event  bond  should  be  forwarded  to  United 
States  attorney  with  request  to  institute  libel  proceedings;  if  value  exceeds  $500, 
property  ehould  be  turned  over  to  United  states  marshal  ana  the  attorney  requested 
to  institute  forfeiture  proceeding,  no  bond  for  costs  being  required;  question  of 
release  of  property  on  bond  is  within  junsdiction  of  court,  (T.  D.  2511;  July  12, 
1917.) 

Movma  picTxrBBS. 

Oaxnerae— Exdee  taxes. 

Motion-picture  cameras  are  subject  to  the  tax  of  3  per  cent  of  the  price  for  which 
sold  by  the  manufacturer  imposed  by  section  600  (j)  of  the  act  of  October  3,  1917. 
(T.  D.  2719;  Art.  XXV.) 

Xilme— Exdee  taxes. 

Tax  imposed  by  section  600  of  the  act  of  October  8,  1917,  is  measured  by  price 
for  which  article  is  sold,  except  in  case  of  moving-picture  films;  it  is  on  actual 
sales  price  and  not  on  list  price,  where  that  differs  bom  the  sales  Ppce;  if  price  of 
article  is  increased  to  cover  tax,  tax  is  on  such  increased  price.  (T.  D.  2719;  Art. 
III.) 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  is  on  sale  of  articles 
enumerated,  or  in  case  of  positive  moving-picture  films  on  their  sale  or  lease  by 
manufacturer.    (T.  D.  2719;  Art.  III.) 

In  case  of  lease  of  moving-picture  films  tax  attaches  when  manufacturer  enters 
into  contract  of  lease,  either  express  or  implied,  and  pursuant  thereto  delivers  film 
to  lessee  or  to  carrier  for  lessee.    (T.  D.  2719;  Art.  IV.) 

The  tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  is  one-fourth  of  1  cent 
for  each  linear  foot  of  unexposed  moving-picture  films  sold  by  the  manufacturer 
and  one-half  of  1  cent  for  each  linear  foot  oi  positive  moving-picture  films,  contain- 
ing picture  ready  for  projection,  sold  or  leased  by  the  manufacturer.  (T.  D.  2719; 
Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  applies  to  the  first  sale 
or  lease  of  any  new  positive  moving-picture  films  and  not  to  the  second  or  any  sub- 
sequent sale  or  lease.    (T.  D.  2719;  Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  does  not  attach  to  films 
finrti  sold  or  leased  prior  to  October  4,  1917.    (T.  D.  2719;  Art.  XII.) 

Where  a  laboratory  simply  does  the  mechanical  work  of  producing  the  positive 
print,  chaiging  the  owner  of  the  negative  for  materials  used  and  services  rendered, 
such  laboratory  will  not  be  regarded  as  the  manufactiu-er  of  the  film ;  the  tax  is  upon 
the  sale  or  lease  bv  the  owner  of  the  film;  the  laboratoiy,  however,  shall  keep  a 
record  of  all  such  films  produced,  with  name  of  owner  and  length  of  film,  such  record 
to  be  available  for  examination  by  internal  revenue  oficers,  and  shall  furnish 
monthly  to  collector  of  district  in  which  it  u  located  a  signed  statement,  giving 
such  information.    (T.  D.  2719;  Art.  XII.) 

Printed  or  hand-lettered  titles  or  subtitles  used  in  connection  with  a  picture 
production  constitute  part  of  the  film  and  should  be  included  in  the  length  of  the 
film  upon  which  the  tax,  imposed  by  section  600  of  the  act  of  October  3,  1917,  is 
computed,  but  if  such  titles  are  in  the  form  of  separate  slides  or  announcements, 
the  tax  does  not  attach.    (T.  D.  2719;  Art.  XII.) 

There  is  no  exemption  from  tax  imposed  by  section  600  of  the  act  of  October  3, 
1917,  in  the  case  of  films  used  exclusively  for  educational,  charitable,  or  religious 
purposes.    (T.  D.  2719;  Art.  XII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  does  not  appl^  to  repairs 
of  positive  films,  but  does  to  the  negative  film  used  in  making  such  repairs.  (T.  D. 
2719;  Art.  XII.) 

Where  manufacturer  has,  prior  to  May  9,  1917,  made  bona  fide  contract  with 
dealer  for  sale  after  tax  takes  effect  of  any  article  upon  which  sales  tax  is  imposed, 
and  such  contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paid 
under  such  oontracti  dealer  shall  pay  so  much  of  tax  as  is  not  so  pennitfced  to  be 
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FUnuh—Exetoe  tax«»— Continued, 
added  to  contract  price;  this  appliee  to  contnetB  with  dealer,  ex<jiange>  or  exhib- 
itor for  sale  or  lease  of  moving-picture  films.    (T.  D.  2719;  Art.  XXXVII.) 

A  foreign  Government  or  a  State,  or  anv  political  subdivision  thereof  j  buying  or 
leasing  an  article  for  its  own  use  is  not  a  dealer,  nor  in  case  of  moving-picture  films 
is  it  an  exhibitor  or  exchange.     (T.  D.  2719;  Art.  XXXVII.) 

Tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  does  not  apply  to 
moving-picture  films  leased  bv  the  manufacturer,  producer,  or  importer  located  in 
one  of  the  several  States  of  the  United  States,  where  such  films  are  exported  by 
manufacturer  making  the  sale  on  which  but  for  the  exportation  he  would  be  liable 
for  the  tax,  the  tax  therefore  applying  to  articles  sola  for  domestic  delivery,  but 
exported  by  or  at  the  instance  of  the  buyer.    (T.  D.  2781;  Dec.  20,  1918.) 

Theaters — Admissions. 

The  term  ''outdoor  general  amusement  parks,''  as  used  in  section  700  of  the  act  of 
October  3, 1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  consid- 
erable variety  of  entertainments,  sucn  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclosures  or  on  vacant  lots;  outdoor  amusement  parks 
mclude  motion  picture  or  other  theaters  known  as  ''airdromes.''  (T.  D.  2681;  Mar. 
26,  1918.) 

IHTNICIFAL  COBPORATIONS. 

Admissions  of  ofioers — Exemptions  from  tax. 

Municipal  officers  on  official  business  when  admitted  free  are  not  taxable  under 
section  700  of  the  act  of  October  3,  1917;  municipal  officers  include  policemen  and 
firemen  when  in  attendance  in  the  course  of  their  duty.    (T.  D.  2681 ;  Mar.  26, 1918.) 

Carriers'  facilities,  tax  on  use  of. 

See  "Transportation  Tax." 
Income  taxes — ^Bonds. 

Interest  on  State,  municipal,  and  United  States  bonds  received  by  corporations 
is  not  taxable  to  the  corporation;  upon  amalgamation  with  other  funds  of  corpora- 
tion such  income  loses  its  identitjr;  when  distributed  to  stockholders  as  a  dividend, 
entire  amount  of  dividend  is  subject  to  inclusion  in  returns  of  income  for  purposes  of 
tax;  foregoing  holds  true  for  scnp  payment  of  interest.    (T.  D.  2690;  Art.  4.) 

Net  inoome. 

Where  public  utility  constructed,  operated,  or  maintained  by  corporation  under 
contract  with  any  city.  State,  Territory,  or  the  District  of  Columbia,  i^rees  that 
portion  of  net  earnings  shall  be  paid  to  such  city.  State.  Territory,  or  the  District  of 
Columbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as  neces- 
sary expense  of  transacting  business.    (T.  D.  2690;  Art.  142.) 

Taxes  imposed  against  a  corporation  by  authority  of  any  municipal  corporation 
(not  including  those  assessed  against  local  benefits),  and  paid  within  year  for  which 
return  is  made,  are  deductible  from  gross  income  of  domestic  corporation;  similar 
taxes  with  like  exceptions  assessed  against  and  paid  by  foreign  corporation  receiving 
income  from  any  source  within  United  States  are  deductible  from  gross  income  re- 
ceived from  such  source,  except  that  taxes  imposed  b^r  foreign  Grovemment  and  paid 
by  foreign  corporations  are  not  deductible  from  gross  income  received  &om  sources 
within  United  States.    (T.  D.  2690;  Art.  191.) 

Warrants. 

In  cases  wherein  warrants  are  issued  by  a  city  or  other  political  subdivision  of  a 
State  and  are  accepted  by  contractor  in  payment  for  public  work  done,  face  value  of 
such  warrants  must  be  returned  as  income  for  year  m  which  thev  are  received;  if 
contractor  does  not  receive  and  can  not  recover  full  face  value  of  such  warrants  he 
may  deduct  from  gross  income  for  year  in  which  warrants  are  converted  into  cash  any 
loss  sustained,  which  loss  will  be  measured  by  difference  between  hce  value  of 
warrants  returned  as  income  and  amount  actually  received  for  them  in  cash  or  its 
equivalent.    (T.  D.  2690;  Art.  108.) 

Befunds. 

Nonrevenue  remittances,  such  as  State  or  municipal  taxes,  sent  to  collectoor 
through  error  and  deposited  by  him,  should  be  refunded  on  Form  751;  claimB  on 
this  form  must  be  submitted  by  collector  in  tripHcate.    (T.  D.  3016;  May  3, 1920.) 
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Stamp  taxes— Boncbi. 

Bonds  given  to  a  State,  township,  county,  or  village,  covering  contracts  for  govern- 
mental purposes  or  the  protection  of  the  State,  township,  county,  village,  or  munici- 
pality, m  any  respect,  are  free  from  Federal  taxation.    (T.  D.  2624;  Dec.  14, 1917.) 

MUNITION  MANUFACTURBRS'  TAX. 
Aet  publiflhed. 

Sections  300  to  312  of  the  act  of  September  8,  1916,  relating  to  tax  on  manufac- 
turers of  munitions,  published  for  information  of  internal-revenue  officers  and  others 
concerned.    (T.  D.  2362;  Sept.  11,  1916.) 

Aflseaament  and  coUeotion. 

Commissioner  will,  as  soon  as  practicable  after  return  has  been  transmitted  to 
him,  assess  tax  found  due  and  notify  taxable  person  of  amoimt  so  assessed.  (T.  D. 
2384;  art.  7.) 

All  administrative,  special,  and  general  provisions  of  law  relating  to  assessment 
or  collection  of  taxes,  not  specifically  repealed,  apply  to  Title  III  of  the  act  of 
September  8,  1916,  in  so  far  as  applicable  and  not  inconsistent  with  its  provisions. 
(T.  D.  2384;  art.  8.) 

Where  Secretary  of  Treasury  or  Commissioner  has  reason  to  be  dissatified  with 
return,  or  where  no  return  is  made,  Commissioner  may  make  investi^tion  and 
examine  books  and  records,  and  may  determine  amount  of  tax  due  and  assess  tax 
accordingly;  Commiasioner  shall  notify  taxable  ^rson  of  result  of  finding  and  the 
tax  shall  be  collected  unless  such  person  files  with  Commissioner  within  90  days 
from  date  of  such  notice  written  i>Bquest  for  hearing,  in  which  event  burden  of 
proof  that  amount  of  taxable  income  determined  by  Commissioner  was  not  correct 
will  devolve  upon  person  against  whom  tax  was  assessed.    (T.  D.  2384;  art.  9.) 

Capital  atock  tax— Deduction. 

Credit  of  payment  of  munition  manufacturer's  tax  applies  alike  to  foreign  corpora- 
tions and  to  domestic  corporations.    (T.  D.  2750,  art.  16;  Aug.  9, 1918.) 

The  amount,  if  any,  of  themimition  manufacturer's  tax  imposed  bv  Title  III  of  the 
act  of  September  8, 1916,  actually  paid  by  the  corporation  since  making  its  last  pre- 
vious return  ia  deductible  from  capital  stock  tax;  if  mimition  manufacturer's  tax 
it  due  and  payable  but  has  not  been  paid  at  time  capital  stock  tax  becomes  due  and 
payable  no  credit  of  the  munition  manufacturer's  tax  is  permissible  until  after  such 
latter  tax  has  been  paid;  aftei  its  payment  the  credit  may  be  availed  of  by  a  claim 
for  refund  of  so  much  of  capital  stock  tax  actually  paid  as  is  not  in  excess  of  the  muni- 
tion manufacturer's  tax  which  became  due  and  payable  within  the  same  calendar 
year.    (T.  D.  3009;  Apr.  22, 1920.) 

Date  act  effective. 

Effective  date  of  Title  III  of  the  act  of  September  8, 1916,  is  January  1, 1916;  that 
is  to  say,  the  tax  is  laid  upon  or  measured  oy  net  profits  received  by  or  accrued  to 
each  taxable  person  for  and  during  entire  calendar  vear  ended  December  31, 1916, 
or  so  much  thereof  as  during  which  the  person  may  have  been  engaged  in  business 
of  manufacturing  &nd  disposing  of  articles  enumerated,  and  for  each  calendar  year 
thereafter  until  oie  year  after  close  of  present  Euroi)ean  war.    (T.  D.  2384;  art.  3.) 

Deductions  from  ^oes  income. 

See  "Net  income  or  profits,"  po9t. 

Definitions. 

The  word  "appendages,"  as  used  in  paragraph  (d)  of  article  2  of  Refi;ulations 
No.  39,  includes  those  adjuncts  or  accesaones  which  may  be  attached  to  andf  become 
in  effect  parts  of  fireurms.    (T.  D.  2714;  May  14,  1918.) 

"Any  part  thereof,"  as  used  in  section  301  of  the  act  of  September  8,  1916,  is  any 
article  relatively  conplete  within  itself  and  designed  or  manufactured  for  special 
purpose  of  being  usdd  as  component  part  of  completed  munition,  and  whidi.  by 
reason  of  some  peculiar  characteristic,  loses  its  identity  as  a  commercial  conmioaity, 
and  which,  without  fiu-ther  treatment,  can  not  be  used  for  any  purpose  other  than 
that  for  which  it  vas  designed;  stock  or  commercial  commodity  purchasable  in 
general  trade  or  upn  market,  if  adapted  to  use  in  manufacture  of  munition,  is  not 
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Deflnitioxui — Goiitinued. 
*'part,"  and  will  be  treated  as  raw  material,  provided  that  articles  wfaich  ordinarily 
would  be  classed  as  commercial  commodities  become  ''parts"  when  they  are  manu- 
factured specially  for  and  sold  to  manufactnrer  to  be  oy  him  incorporated  in  and 
made  essential  part  of  any  munitions  enumerated  in  said  section  301.  (T.  D.  2384  ; 
art.  13.) 

''Gross  income,"  as  used  in  Regulations  No.  39,  relating  to  munition  manufac- 
turer's tax,  means  gross  receipts  from  sale  or  disposition  of  munitions  or  parts  thereof 
enumerated  in  section  301,  Title  III,  act  of  Septembers,  1916.    (T.  I).  2384;  art.  10.) 

The  term  "shells,"  as  used  in  Title  III  of  the  act  of  September  8,  1916,  compre- 
hends any  receptacle  used  to  inclose  an  explosive  charge,  or  the  receptacle  and 
charge  combined.    (T.  D.  2384;  art.  2.) 

The  term  "  torpedoes, "«as  used  in  Title  III  of  the  act  of  September  8, 1916,  compre- 
hends any  receptacle  to  inclose  an  explosive  charge,  or  the  receptacle  and  chaxge  com- 
bined.   (T.  D.  2384;  art.  2.) 

Electric  motor  boats,  within  the  meanin?  of  Title  III  of  the  act  of  September  8, 
1916,  are  those  boats,  regardless  of  size  or  cWacter  of  construction,  which  are  pro- 
pelled by  electric  power.    (T.  D.  2384;  art.  2.) 

Term  "person,"  when  used  in  Regulations  No.  39,  includes  suchpartnershipSf  cor- 
porations, or  associations  as  are  engaged  in  manufacture  in  the  United  States  and 
in  the  sale  or  disposition  of  articles  enumerated  in  section  301  of  Title  III  of  the  act 
of  September  8, 1916,  or  parts  thereof.    (T.  D.  2384;  art.  1.) 

"  Projectiles,"  as  used  in  Title  III  of  the  act  of  September  8, 1916,  include  any  and 
all  missiles  to  be  projected  from  a  gun,  cannon,  mortar,  or  other  firearm,  and  will 
include  bullets,  balls,  shot,  or  missiles.    (T.  D.  2384;  art.  2.) 

Term  "taxable  person,"  when  used  in  Reflations  No.  39,  includes  such  part- 
nerships, corporations,  or  associations  as  receive  any  profit  from  the  manufacture 
and  sale  of  articles  enumerated  in  section  301  of  Title  III  of  the  act  of  September  8. 
1916.    (T.  D.  2384;  art.  1.) 

Submarine  or  submersible  vessels,  within  the  meaning  of  Title  III  of  the  act  of 
September  8,  1916,  include  all  oraft,  no  matter  haw  propelled,  manufactured  for 
purpose  of  being  at  will  submerged  beneath  surface  of  water.    (T.  D.  2384;  art.  2.) 

As  used  in  section  302  of  the  act  of  September  8, 1916,  raw  materials  are  any  crude 
or  elemental  products  or  substances  necessaiv  to  the  manufacture  of  any  parts  of  the 
articles  enumerated  in  paragraphs  (b)  to  (e),  inclusive,  of  section  301,  and  which, 
without  any  application  of  skill  or  science,  can  not  become  component  parts  or 
elements  in  the  finished  article  or  imit;  as  appHed  to  manufacture  of  completed 
munitions,  raw  materials  include  not  only  sucn  cride  products  and  elemental  sub- 
stances, but  all  essential  finished  or  imfimshed  pazts  as  well;  cost  of  raw  materials 
authorized  as  deduction  will  not  include  any  expenditures  made  for  raw  materials 
used  in  manufacture  of  articles  other  than  munitions,  or  parts  thereof,  where  manu- 
facture of  such  munitions  or  parts  is  carried  on  in  connection  with  any  other 
business.  (T.  D.  2384;  art.  16.) 

The  words  "shell "  and ' '  any  part  **  as  used  in  section  301  of  the  act  of  September  8, 
1916,  do  not,  respectively,  mean  "completed  shell"  or  "any  completed  part." 
(T.  D.  2875;  June  26,  1919.    T.  D.  8003;  Apr.  21,  1920.    Ct.  Decs.) 

Exemptions. 

Articles  enumerated  in  (a)  and  (b)  of  section  301  of  the  act  of  September  8, 1916, 
as  being  exempt  because  "used  for  industrial  purposes"  include  those  articles  so 
enumerated  which  are  used  in  connection  witn  or  in  promotion  and  operation  of 
some  industry;  net  profits  received  or  accrued  on  any  articles  named  in  such  para- 
graphs which  are  manufactured  and  sold  or  disposed  of  for  an^  purpose  other  than  for 
use  in  connection  with  or  in  promotion  or  operation  of  some  mdufitry  will  be  subject 
to  tax.    (T.  D.  2384;  art.  140 

Groflfl  income. 

Gross  income  contemplated  by  Title  III  of  the  act  of  Septomber  8,  1916,  is  sross 
amount  received  by  or  accrued  to  taxable  person  during  tni  year  from  the  sue  or 
disposition  of  articles  named  in  section  301  of  the  act,  witch  are  manufactured 
within  the  United  States,  profits  received  and  accrued  from  manufacture  and  sale  of 
blasting  powder  and  dynamite,  and  from  manufacture  and  sab  of  cartridges,  loaded 
and  imloaded,  caps  and  primers  used  for  industrial  purposed  being  excepted,  and 
income  received  during  1916  from  sale  and  delivery  of  munitions  imder  contracts 
executed  and  fully  performed  prior  to  January  1, 1916,  beinf  also  excepted  from 
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Gross  income— Continued, 
liability  to  tax;  expenses  incident  to  manufacture  of  such  artidee  and  creation  of 
such  incomes  not  deductible  from  gross  income.  (T.  D.  2384;  art.  10.) 

Income  from  contracts  executed  and  fully  performed  prior  to  January  1,  1916, 
relates  to  any  deferred  payments  on  such  fully  performed  contracts,  which  payments 
may  not  have  been  received  imtil  subsequent  to  January  1, 1916;  profits  represented 
by  such  payments  having  been  earned  prior  to  effective  date  of  Title  III  of  the  act 
01  September  8,  1916,  are  not  subject  to  tax  although  received  subsequent  to  that 
date;  if,  however,  contracts  were  not  fully  performed  prior  to  January  1,  1916,  any 
profits  resulting  from  that  part  of  the  contracts  performed  subsequent  to  January  1, 
1916,  must  be  returned.    (T.  D.  2384;  art.  10.) 

Net  income  or  profits. 

Amount  taxable  or  by  which  tax  is  measured  is  net  profits  received  or  accrued 
from  sale  or  disposition  of  munitions  enumerated  in  section  301  of  the  act  of  Sep- 
tember 8,  1916,  manufactured  in  the  United  States,  or  from  sale  or  disposition  of 
any  parts  of  the  articles  enumerated  in  (b)  to  (e),  inclusive,  of  said  section;  only 
net  |>rofits  exempt  are  those  received  or  accrued  to  manufacturer  from  sale  or  dis- 
position of  blasting  powder  and  dynamite,  cartridges,  loaded  and  imloaded,  caps 
and  primeni  used  for  industrial  purposes;  fact  that  any  of  the  articles  named  m 
section  301  are  manufactured  and  sold  or  disposed  of  in  general  trade,  to  be  used 
for  sportinp;  purposes,  or  for  any  purposes  other  than  industrial,  will  not  exempt 
from  liabihty  to  tax  net  profits  received  or  accrued  from  sale  or  disposition  of  such 
articles.    (T.  D.  2384;  art.  12.) 

Running  or  general  expenses  as  contemplated  by  section  302  of  the  act  of  Sep- 
tember 8,  1916,  constitute  allowable  deduction  from  gross  amount  of  income  re- 
ceived or  accrued  from  manufacture  in  the  United  States,  and  the  sale  or  dispo* 
sition  of  munitions  or  parts  thereof,  to  extent  that  such  expenses  are  incurred 
and  paid  during  the  year  in  manufacture  of  articles  the  profits  from  sale  of  which 
are  included  in  gross  amount  of  income  returned;  such  expenses  include  rent, 
repairs,  maintenance,  heat,  hght,  power,  insurance,  management,  salaries,  wages; 
where  other  business  is  carried  on  and  running  expenses  cover  those  incurrea  in 
entire  business  and  can  not  be  segre^ted,  expenses  deductible  are  such  portion  ol 
entire  expenses  as  gross  income  received  or  accrued  from  manufacture  and  sale  or 
disposition  of  war  munitions  or  parts  thereof,  is  a  portion  of  entire  gross  income 
received  or  accrued  from  entire  business;  cost  of  new  buildings,  new  machinery, 
or  equipment  should  be  charged  to  capital  account,  to  be  taken  care  of  through 
depreciation  or  amortization.    (T.  D.  2384;  art.  16.) 

Amount  deductible  from  gross  income  on  account  of  interest  is  amount  of  interest 
actually  paid  within  year  on  debts  or  loans  contracted  to  meet  needs  of  business 
of  manufactiuing  such  articles,  and  proceeds  of  which  were  actually  used  to  meet 
such  needs;  this  deduction  must  not  include  interest  paid  on  debts  or  loans,  pro- 
ceeds of  which  were  used  to  meet  needs  of  any  other  business  in  which  manufac- 
turer may  be  engaged;  deduction  can  be  taken  only  from  gross  income  of  the  year 
in  which  interest  was  actually  paid.    (T.  D.  2384;  art.  17.) 

Taxes  deductible  are  those  taxes  of  all  kinds  actually  paid  during  year  in  which 

fross  income  was  received  or  accrued  and  which  were  imposed  with  respect  to 
usiness  or  property  relating  to  or  used  in  manufacture  of  articles,  profit  from  which 
is  returned  for  purpose  of  tax  imposed  by  Title  III  of  the  act  of  September  8, 1916; 
if  taxes  paid  by  manufacturer  of  munitions  or  parts  thereof  are  not  segregated  from 
those  paid  witn  respect  to  other  business  or  property,  they  will  be  apportioned  in 
accordance  with  rule  for  apportioning  nmning  expenses,  and  amount  deductible 
from  gross  income  received  or  accrued  from  manufacture  and  sale  of  munitions  or 
parts  will  be  amount  thus  apportioned  and  made  applicable  as  a  proper  charge 
against  the  income  from  the  manufacture  of  munitions  or  of  parts  thereof.  (T.  D. 
2384;  art.  18.) 

Amount  to  be  deducted  from  gross  income  on  account  of  losses  is  amount  of  losses 
actually  sustained  and  charged  off  diiring  the  year  for  which  the  return  is  made, 
and  which  were  sustained  on  account  of,  or  in  connection  with,  the  business  of  the 
manufacture  and  sale  or  disposition  of  munitions  or  parts  thereof,  and  include 
losses  from  fire,  flood,  storm,  accident,  or  other  casualty,  not  compensated  for  by 
insurance  or  otherwise,  the  casualty  losses  referred  to  being  only  those  which  relate 
to  this  business;  losses  sustained  m  connection  with  col&teral  investments  or  in 
connection  with  any  other  biisiness,  profits  from  which  are  not  taxable  under 
Title  III  of  the  act  of  September  8, 1916,  can  not  be  deducted  from  gross  income. 
(T.  D.  2384;  art.  19.) 
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Net  income  or  profits — Continued. 

.  Depreciation  deduction  authorized  by  the  act  of  September  8,  1916,  lelateB  to 
loss  due  to  use,  wear,  and  tear  of  physical  property  owned  and  used  by  the  manu- 
facturer but  which  ifi  not  specifically  designed  or  iuBtalled  for  piurpose  of  manu- 
facturing munitions  or  parts  thereof,  and  which,  ¥dthout  material  alteration  and 
changes  may  be  used  in  any  other  business  in  which  person  may  be  engaged; 
annual  deduction  on  this  account  will  be  reasonable  allowance  determined  upon 
basis  of  cost  and  the  probable  number  of  years  constituting  life  of  property;  if 
Bime  building  and  equipment  are  used  coincidently  for  purposes  other  thjan  manu- 
facture of  munitions  or  parts  thereof,  amoimt  deductible  will  be  apportioned  in 
accordance  with  rule  for  apportioning  nmning  expenses.    (T.  D.  2384;  art.  20) 

Provision  of  section  302  of  the  act  of  September  8,  1916,  authorizing  deduction 
to  meet  conditions  peculiar  to  each  concern,  has  for  its  purpoee  the  amortization 
of  values  of  buildings  and  machinery  constituting  special  plants,  which  will,  except 
for  salvage,  have  no  substantial  value  to  manufacturer  when  contracts  executed 
or  to  be  executed  for  manufacture  of  munitions  or  parts  thereof  have  been  fuUy 
performed;  method  of  estimating  annual  allowance  on  this  account  stated.  (T.  D. 
2384;  art.  21.) 

Neither  depreciation  nor  amortization  deduction  allowable  will  relate  to  property 
used  in  connection  with  any  other  business  carried  on  by  the  manufacturer;  amorti- 
zation applies  only  and  particularly  to  those  special  plants  and  equipment  whose 
life  and  value,  except  salvage,  will  terminate  with  the  end  of  uie  business  tor 
which  they  were  erected  ancT  equipped,  and  it  is  to  be  differentiated  from  depre- 
ciation in  that  the  latter  relates  to  property  whose  life  and  value  is  not  dependent 
upon  or  materially  affected  by  its  use  in  manufacture  of  munitions  or  parts  thereof. 
(T .  D.  2304;  art.  21.) 

Payment. 

Taxable  person  required  to  pay  tax  to  collector  with  whom  returns  was  filed 
on  or  before  expiration  of  30  days  from  date  of  notice  of  assessment  of  tax,  failing 
which,  such  taxable  person  will  be  liable  to  penalty  equivalent  to  6  per  cent  (» 
amount  of  tax  assessed.    (T.  D.  2384;  art.  7.) 

Persons  liable. 

A  steel  comi>any  which,  under  contract  to  deliver  shells  to  a  foreign  Government, 
manu^tured  steel  of  the  characteristics  necessary  to  the  manumcture  of  shells, 
retained  ownership  through  all  subsequent  steps  by  subcontractors,  followed  up 
and  checked  every  operation  on  the  original  steel,  and  delivered  tne  completed 
shells  to  the  foreign  Government,  was  a  ''person  manufacturing  *  *  *  shells," 
within  the  meaning  of  section  301  of  the  act  of  September  8,  1916^  it  appearing  that 
the  operations  by  tne  subcontractors  depended  on  the  composition  and  character- 
istics of  the  steel  made  in  the  initial  step,  the  relative  importance  of  which  step, 
as  compared  with  the  remaining  eight  by  the  subcontractors,  is  shown  by  the  fact 
that  bare  material  and  nmning;  expenses  involved  therein  amounted  to  aoout  one- 
half  of  the  sum  paid  to  the  subcontractors  for  work,  material,  and  profits.  (T.  D. 
2875;  June  26,  1919.    T.  D.  3003;  Apr.  21,  1920.    Ct.  Decs.) 

A  steel  company  which,  proceeding  imder  a  subcontract,  selected  the  material 
required  in  shells,  made  the  steel  which  constituted  the  shells,  and  by  work  done 
upon  said  steel  sc^egated  it  from  the  general  field  of  commercial  use  and  limited 
it  to  shell  making,  the  six  several  steps  performed  constituting  about  40  per  cent 
of  the  cost  of  the  shells,  was  a  **  person  manufacturing  *  *  *  shells  ♦  *  ♦ 
or  any  part  of  any  of  the  articles  named,"  within  the  meaning  of  section  301  of  the 
act  of  September  8,  1916,  though  29  further  steps  remained  to  be  taken  by  the 
contractor  and  though  some  of  the  material,  when  imperfect,  was  scrapped  and 
used  for  other  mechanical  purposes.    (Id.) 

A  company  which,  under  a  subcontract,  agreed  to  manufacture  and  furnish  to  a 
contractor  for  shells,  rough  steel  shell  foigings  of  the  character  provided  in  the 
contract  as  to  chemical  constituents,  tensile  strength,  size,  shape,  etc.,  and  which 
to  fulfill  its  contract,  either  made,  had  made,  or  bought  in  the  market  the  grade  of 
steel  required,  of  liie  common  commercial  type  known  as  rounds,  which  roimds  it 
nicked  and  broke  into  18-inch  lengths,  which  it  then  put  through  two  foigings 
processes,  piercing  a  hole  and  lengmening  the  rounds,  the  output  being  a  hollow 
steel  body  or  shell  form  weighing  about  170  pounds,  is  a  "person  manufacturing 
*  *  *  shells  *  *  *  or  any  part  of"  a  shell,  within  tne  meaning  of  section 
301  of  the  act  of  September  8,  1916,  though  the  contractor,  to  make  the  rfiell  form 
suitable  for  use  as  a  shell  was  rec[uired  to  dress,  bore,  ana  machine  it  down  to  77 
pounds  by  means  of  some  27  distinct  and  separate  processes.    (Id.) 
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Tax  may  be  asseaaed  against  person  wbo  ma^  at  time  own  or  carry  on  bnmnefia 
or  idio  may  act  as  agent  for  such  person,  and  in  case  business  ceases  during  any 
calendar  year  tax  may  be  assessed  against  person  who  owned  or  carried  on  businefls 
at  time  it  ceased »  or  against  his  agent,  if  he  had  one,  carmne  on  the  business:  in 
either  case  person  against  whom  tax  is  assessed  will  be  uable  for  its  payment  and 
to  any  penaltiea  tiiat  may  attach  by  reason  of  failure  to  comply  with  act.  (T.  D. 
2384;  art.  11.) 

Betunw. 

Every  person  subject  to  tax  imposed  by  Title  III  of  the  act  of  September  8, 1 916, 
required  to  make  return  of  annual  net  profits  for  yesur  ended  December  31,  1916, 
and  for  each  calendar  year  thereafter;  items  to  be  set  forth  in  return  stated.  (T.  D. 
2384;  arts.  4,  5.) 

Return  required  to  be  made  upon  blank  forms  prescribed  by  Commissioner  and 
approved  by  Secretarv  of  the  Treasury,  and  which  may  be  had  of  collectors  of  dis- 
tricts in  wMch  taxable  persons  have  their  principal  places  of  business;  fedlure  to 
procure  or  receive  blank  form  will  not  relieve  taxable  person  from  liabilitv  to  penalty 
if  he  fails  to  make  return  within  prescribed  ti-ne;  return  required  to  be  sworn  to 
before  officer  qualified  to  administer  oath,  by  owner  of  business,  if  owned  by  indi- 
vidual, or  by  two  members  of  firm,  if  owned  by  partnership,  or  by  two  principal 
officers  of  company,  if  owned  by  corporation  or  association;  return  must  be  filed 
with  collector  of  district  in  which  person  has  principal  place  of  business  on  or  before 
March  1  next  following  calendar  year  for  which  return  is  made,  and  collector  will 
forthwith  transmit  return  to  Commissioner.    (T.  D.  2384;  arts.  6,  7.) 

Failure  to  file  return  within  prescribed  time  subjects  person  making  return  to 
additional  tax  of  50  per  cent,  and  also  to  specific  penalty  not  in  excess  of  $10,000^ 
or  to  imprisonment  not  in  excess  of  one  year,  or  both,  in  discretion  of  court;  provided, 
that  in  case  of  sickness  or  absence  of  person  re()uired  to  make  of  verify  return,  col- 
lector mav  grant  extension  of  time  not  exceeding  30  days  from  March  1:  provided 
further,  that  if  return  is  not  made  within  prescribed  time,  but  is  voluntarily  and 
without  notice  from  collector  filed  after  such  time,  and  it  is  shown  that  failure  to 
file  it  within  time  was  due  to  reasonable  cause  and  not  to  willful  n^lect,  the  50 
per  cent  addition  will  not  be  made  to  the  tax.    (T.  D.  2384;  section  8.) 

Fvery  person  engaged  in  manufacturing  any  of  the  articles  set  out  in  section  301 
of  the  act  of  September  8, 1916,  is  recmire^  to  make  return  in  accordance  with  form 
prescribed  by  the  Commissioner  of  Internal  Revenue,  with  the  approval  of  the 
Secretary  of  the  Treasury,  as  authorized  by  section  304  of  the  act,  and  must  set 
forth  not  only  gross  income  and  the  authorized  allowances  but  such  other  particulars 
as  the  form  calls  for.    (T.  D.  2384;  art.  22.) 

Subjects  of  taxation. 

Tax  imposed  by  Title  III  of  the  act  of  September  8,  1916^  is  in  addition  to  the 
income  tax,  and  is  an  amount  equivalent  to  12  J  per  cent  of  entire  net  profits  received 
or  accrued  to  every  person  from  the  sale  or  disposition  of  (a)  explosivee^  except 
blasting  powder  and  dynamite  used  for  industrial  purposes;  (b)  cartridges,  caps, 
or  primers,  exclusive  of  those  used  for  industrial  purposes;  (c)  projectiles,  shells, 
or  torpedoes  of  any  kind,  including  shrapnel  or  fuses  or  complete  rounds  of  ammu- 
nition; (d)  firearms  of  any  kind  and  appendages,  including  small  arms,  cannon, 
machine  guns,  rifies,  and  bayonets;  (e)  electric  motor  boats,  submarine  or  sub- 
mersible vessels  or  boats;  and  (f)  any  part  of  any  of  the  articles  enumerated  in  ( b) 
to  (e),  inclusive.    (T.  D.  2384;  art.  2.) 

The  pertinent  subjects  of  inquiry  where  section  301  of  the  act  of  September  8, 
191 6,  is  to  be  applied  are,  first,  whether  the  war  munitions  or  war  accessories  were 
articles  *' manufactured  within  the  United  States";  second,  if  they  were  so  manu- 
factured', who  manufactured  such  articles  and  what  were  the  "net  profits  actually 
received  or  accrued    »    ♦    «    from  the  sale  or  disposition  of  such  wticles";  third. 


8003;  Apr.  21, 1920.    Ct.  Decs.) 

The  broad  purpose  of  Congress  in  the  passa^fe  of  section  301  of  the  act  of  September 
8,  1916,  was  to  select  as  the  subject  of  taxation  war  munitions  and  war  appliances; 
it  was  not  intended  to  tax  the  manufacturer  of  articles  or  parts  thereof,  which,  while 
susceptible  of  warlike  use,  were,  in  fac^  not  so  used^  but  remained  in  the  channels 
of  normal  commerce  and  use.    (Id.) 
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Violation  of  law  or  re^ulatioxm. 

Any  person  subject  to  Title  III  of  the  act  of  September  8, 1916,  who  violates  any 
of  its  provisions  or  the  regulations,  or  who  knowingly  Snakes  false  statementa  in 
his  return,  or  refuses  to  give  information  called  for,  is  guilty  of  a  misdemeanor,  and 
upon  conviction  shall,  in  addition  to  pa>dng  tax  to  wmch  liable,  be  fined  not  more 
than  $10,000  or  imprisonment  not  exceeding  one  year,  or  both,  in  discretion  of  court. 
(T.  D.  2384;  art.  23.) 

MUSICAL  INSTBUMENTS. 

Excise  taxes — Automatic  organs. 

Automatic  organs  are  not  subject  to  the  tax  imposed  by  section  600  (b)  of  the  act  of 
October  3,  1917.    (T.  D.  2719;  Art.  XI.) 

—  Piano  players. 

The  tax  imposed  b}r  section  600  (b)  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 

Erice  for  which  the  piano  players  and  records  used  in  connection  therewith  are  sold 
y  the  manufacturer;  accessories  to  such  articles  other  than  records  are  not  taxable 
unless  sold  in  combination  therewith;  a  piano  player  is  a  device  designed  to  play 
a  piano  mechanically  and  may  be  separate  from  the  piano  or  incorporated  in  it;  the 
device  and  the  piano  together  are  sometimes  known  as  a  player  piano;  the  tax  is 
upon  the  piano  player  and  not  upon  the  complete  player  piano  unless  the  price  of 
the  player  embodied  in  the  player  piano  can  not  oe  separately  determined.  (T. 
D.  2719;  Art.  XI.) 

— '■  '  ■  TaUdnfi^  madiines. 

The  tax  imposed  by  section  600  (b)  of  the  act  of  October  3,  1917,  upon  grapho- 
phones,  phonographs,  talking  machines,  and  records  used  in  connection  therewith, 
IS  3  per  cent  of  the  price  for  which  sold  by  manufacturer;  accessories,  other  than 
records,  are  not  taxable  unless  sold  in  combination;  toy  talking  machines  are  taxa- 
ble.   (T.D.2719;  Art.  XL) 

MUTUAL  DITOH  OB  IBBiaATION  COMPANIES. 

Capital  stock  tax — ^Exemption. 

Farmers'  or  other  mutual  ditch  or  irrigation  company  of  purdy  local  character, 
income  of  which  consists  solely  of  assessments,  dues,  and  fees  collected  from  mem- 
bers for  sole  purpose  of  meeting  expenses,  is  exempt  from  tax  imposed  by  section 
407  of  act  of  September  8,  1916.  (T.  D.  23S3;  Oct.  19,  1916.  T.  D.  2750,  art  12; 
Aug.  9,  1918.) 

Income  taxes — ^Exemption. 

Mutual  ditch  or  irrigation  company  is  specifically  exempt  from  income  tax, 
provided  that  their  entire  income  consists  solely  of  assessments,  dues  and  fees 
collected  from  members  for  sole  purpose  of  meeting  expenses  incurred  in  pursuance 
of  purpose  for  which  organized;  if  any  such  or^nization  has  income  from  any  source 
other  than  assessments,  dues  and  fees  such  income  is  taxable,  and  organizations 
receiving  same  will  be  required  to  make  returns    (T.  D.  2690;  Art,  69.) 

MUTUAL  IN8UBANCE  COMPANIES. 

See  'Insurance.*' 

MUTUAL  PBOTECTIVE  ASSOCIATIONS. 


Insurance. 

See  "Insurance.'* 


MUTUAL  SAVmaS  BANKS. 


Capital  stock  tax— Exemption. 

Mutual  savings  bank  not  having  capital  stock  represented  by  shares  is  specifically 
exempt  from  tax  under  section  407  of  the  act  of  September  8,  1916.  (T.  D.  2383; 
Oct.  19, 1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Income  taxes — ^Exemption. 

Mutual  savings  banks  not  having  capital  stock  represented  by  shares  are  exempt 
from  tax  without  condition;  collector,  being  satisfied  that  organization  comes 
within  exempted  class,  is  authorized  to  eliminate  it  from  his  list  and  rdieve  it  from 
necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 
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KAHES. 

Excise  taxes— Kediclnal  preparations. 

Preparations  made  in  accordance  with  formulas  contained  in  TTnited  States 
Pharmacopoeia  and  National  Formulary  by  pharmaceutical  manufacturers,  when 
not  held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary 
articles  or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so 
held  out  or  recommended  they  are  taxable  although  not  identified  by  any  name, 
trade-mark,  or  otherwise.    (T.  D.  2719;  Art.  XX.) 

Where  the  owner  of  a  formula  contracts  with  a  manufacturer  to  prepare  an  article 
according  to  such  formula  and  to  deliver  it  to  him  in  complete,  salable  form,  the 
labels  bearing  the  formula  owner 's  name,  he  is  considered  the  manufacturer.  (T.  D. 
2719;  Art.  XXI.) 

A  person  who  bottles  or  otherwise  prepares  an  article  and  merely  for  advertising 
purposes  places  on  such  article  the  name  of  any  dealer  who  may  handle  it  shall 
be  deemed  manufacturer  if  names  of  both  persons  appear,  but  if  only  the  dealer's 
name  appears  he  shall  be  deemed  the  manufacturer.    (T.  D.  2719;  Art.  XXI.) 

If  article  or  its  container  has  on  it  both  a  trade-mark  or  trade  name  of  one  manu- 
facturer, and  the  individual  or  business  name  of  another,  the  owner  of  the  trade- 
mark or  trade  name  will  be  deemed  the  ULanufacturer;  if  the  article  or  its  container 
has  on  it  both  the  commercial  name  of  the  article  and  an  individual  or  business 
name,  the  latter  will  be  deemed  to  designate  the  manufacturer.  (T.  D.  2719;  Art. 
XXI.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 1917,  a  manufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it,  and 
who  identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by 
other  means,  or  holds  out  or  recommends  the  article  as  a  proprietary  medicine 
or  a  medicinal  proprietary  article  or  preparation  or  as  a  remedy  or  specific.  (T.  D. 
2719;  Art.  XXr)  *'•'*' 

Taxability  of  medicinal  preparati<m  under  section  600  (h)  of  the  act  of  October 
3,  1917,  is  determined  by  tne  manner  in  which  it  is  prepared  or  the  way  in  whidi 
it  is  put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of 
manufacturer,  or  any  name  in  possessive  case  is  used  on  label  or  on  literature  de- 
scribing medicinal  preparation,  or  name  of  manufacturer  is  made  part  of  name  or 
title,  or  any  intimation  is  otherwise  given  that  article  is  of  distinctive  origin,  tax  is 
imposed;  where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is 
intended  to  be  a  trade-mark  appropriated  to  the  article,  the  tax  attaches.  (T.  D. 
2719;  Art.  XXII.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  amounts 
to  a  holding  out  of  that  preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across 
middle  ot  label  does  not  amount  to  a  holding  out  of  that  preparation  as  proprietary. 
(T.  D.  2785;  Jan.  23,  1919.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  is  not 
of  itself  a  trade-mark  under  section  600  (h)  of  the  act  of  October  3,  1917.  (T.  D. 
2785;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  is  a  ** trade-mark"  under  section 
600  (h)  of  the  act  of  October  3, 1917.    (Tt  D.  2785;  Jan.  23, 1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across 
middle  of  label  is  not  a  ^'trade-mark"  under  section  600  (h)  of  the  act  of  October  3, 
1917.     (T.  D.  2785;  Jan.  23,  1919.) 

Coined  name  used  ipr  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  amounts  to  a  holding  out  of  that 
preparation  as  proprietary.    (T.  D,  2785;  Jan.  23,  1919.) 

Income  taxes — Claims. 

Claim  for  refund  of  assessed  tax  and  penalties  should  be  made  in  name  of  party 
assessed,  if  living^  but  if  dead,  claim  should  be  made  in  name  of  executor  or  aamin- 
istrator,  and  certified  copies  of  letters  of  administration  or  letters  testamentary  or 
other  similar  evidence  should  be  affixed  to  daim  to  show  that  claimant  is  adminis- 
trator, etc.    (T.  D.  2690;  arts.  265,  266.) 
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Income  taxes — Continued. 

Ketums. 

Where  business  was  continuous  throughout  year,  no  change  in  management  w 
operation  other  than  change  in  name  of  corporation  having  occurred »  return  should 
be  made  covering  business  transacted  throughout  the  year,  such  return  to  be  made 
by  corporation  in  name  which  it  bears  at  end  of  year,  with  notation  on  return  that 
name  had  been  changed, 'giving  both  old  and  new  names;  if,  however,  distinctly 
new  corporation  was  organized  to  take  over  property  of  old,  both  corporations  will 
be  required  to  make  separate  returns,  covering  periods  of  year  during  which  they 
were  respectively  in  charge  of  business.    (T.  D.  2690:  art.  206.) 

NARCOTICS. 
Conspiracy  to  violate  law. 

Indictment  charging  conspiracy  to  violate  section  2  of  the  act  of  December  17, 
1914,  need  not  negative  exceptions  found  in  such  statute;  demurrer  to  indictment 
overruled  in  case  of  United  States  v.  0  'Hara.    (T.  D.  2392;  Nov.  6,  1916.    Ct.  Dec.) 

Constitutionality  of  law. 

Section  2  of  the  act  of  December  17,  1914,  being  a  revenue  measure,  is  hot  an 
invasion  of  the  police  power  reserved  to  the  States,  and  is  constitutional.  (T.  D. 
2809;  Mar.  20, 1919.    Ot.  Dec.    T.  D.  2887;  July  12,  1919.  a.  Dec.) 

Evidence. 

It  is  proper  to  permit  physicians  to  testify  as  experts  as  to  well -recognized  methods 
among  medical  fraternity  of  treating  persons  addicted  to  narcotics  for  purpose 
of  curing  them  of  the  habit,  with  \'iew  to  showing  that  physician  did  not  dispense 
narcotics  in  le^timate  manner;  evidence  from  physicians  to  effect  that  unless 
confined  an  addict  is  never  cured  of  the  habit  properly  admitted.  (T.  D.  2887;  July 
12,  1919.    a.  Dec.) 

Indictment. 

Illegal  dispensing  of  narcotics  may  be  made  teiMirate  count  in  indictment  as  to 
each  addict  involved,  and  evidence  may  be  admitted  tending  to  prove  sales  by 

Jhysician  to  persons  other  than  those  mentioned  in  the  indictment.    (T.  D,  2887; 
uiy  12,  1919.    Ct.  Dec.) 

Object  of  law. 

The  object  of  the  act  of  December  17,  1914,  although  enacted  under  the  taxing 
power  of  Conerese,  is  to  prevent  the  Rowing  use  of  narcotics,  deemed  a  menace, 
to  the  nation  by  Congress,  the  act  having  a  moral  end  as  well  as  revenue  in  view. 
(T.  D.  2887;  July  12,  1919.    a.  Dec.) 

Ph3r8icians— Prescriptions,  sales,  etc. 

Ruling  contained  in  T.  D.  2200,  of  May  11,  1915,  permitting  practitioner  to  dis- 
pense or  prescribe  narcotic  drugs  in  a  quantity  more  than  is  necessary  to  meet 
ikie  immediate  needs  of  a  patient,  revoked,  and  such  revocation  declared  appli- 
cable to  all  cases  whether  decreasing  dosage  is  indicated  or  not.  (T.  D,  2879; 
July  2, 1919.) 

Order  issued  by  practicing  and  registered  physician  for  morphine  to  habitual 
user  thereof,  the  order  not  being  issued  in  course  of  professional  treatment  in 
attempted  cure  of  habit,  but  being  issued  for  purj)ose  of  providing  user  with  mor- 
phine sufficient  to  keep  him  comfortable  by  maintaining  his  customary  use,  is 
not  a  physidan's  prescription  within  exception  (b)  of  section  2  of  the  act  of  Decem- 
ber 17,  1914.    (T.  D.  2809;  Mar.  20, 1919.    Ct.  Dec.) 

Physician  who  furnished  narcotics  to  an  addict  in  decreasing  quantities  and 
claims  to  be  attempting  cure  of  addiction  is  acting  contrary  to  the  act  of  December 
17, 1914,  when  it  is  shown  that  the  physician  has  not  personally  attended  the  addict, 
or  has  given  such  addict  some  personal  attention,  but  not  sufficient  to  ^ow  that 
he  acted  in  good  faith.    (T.  D.  2887;  July  12,  1919.    a.  Dec.) 

Fact  that  physician  when  "in  the  course  of  his  professional  practice  only"  is 
excepted  from  requirement  that  narcotics  shall  be  dispensed  upon  official  order 
form  does  not  provide  authority  for  physician  to  sell  narcotics,  if  he  does  not  do 
60  in  ^ood  faith,  for  purpose  of  securing  cure  of  one  suffering  from  illness  or  to 
cure  him  of  the  morpnine  habit;  the  exception  referred  to  must  be  construed 
strictly,  and  those  who  set  up  any  such  exception  must  establish  it  as  being  within 
the  words,  as  well  as  within  the  reason,  thereof.    (T.  D.  2887 ;  July  12, 1919.    Ct.  Dec.) 

Physician  who  sells,  dispenses,  or  distributes  500  one-sixth  grain  tablets  of  heroin 
not  in  the  course  of  his  regular  professional  practice  and  not  for  treatment  of  any 
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FhyaicianB— Prescriptions,  sales,  etc.— Continued. 

di$«aee  to  person  popularly  known  as  a  "dope  fiend,"  for  purpose  of  gratifying 
his  appetite  for  tne  drug  as  habitual  user  thereof,  commits  indictable  offence. 
(T.  D.  2809;  Mar.  20, 1919.    Ct.  Dec.) 

The  first  sentence  of  section  2  of  the  act  of  December  17,  1914,  prohibits  retail 
tales  of  morphine  by  dru^^ts  to  persons  who  have  no  physician  s  prescription, 
who  have  no  order  blank  therefor,  and  who  can  not  obtain  an  order  bmnk  ):>erau<e 
not  of  the  class  to  which  such  blanks  are  allowed  to  be  issued,  and  such  prohibition 
is  constitutional.     (T.  D.  2809;  Mar.  20,  1919.    Ct.  Dec.) 

Physician  who  sells,  gives  away,  or  distributes  500  one-sixth  grain  tablets  of 
heroin  not  in  pursuance  of  written  order  on  form  issued  on  blank  furnished  by 
C/ommissioner  of  Internal  Revenue  commits  indictable  offense.  (T.  D.  2809; 
Mar.  20,  1919.    Ct.  Dec.) 

Article  11  of  Regulations  No.  35^  prohibitine  refilling  of  narcotic  j>rescriptions, 
modified,  so  that  preecriptionfi  calling  for  morpnine,  codeine,  or  heroin,  which  are 
written  by  registered  practitioners  for  patients  suffering  from  Spanish  influenza 
and  any  pulmonary  or  oronchial  affections,  may  be  refilled,  provided  that  at  tune 
of  issuance  by  physicians  instructions  are  noted  in  body  of  such  prescriptions, 
''Repeat  if  necessary,"  and  druggist  filling  and  refilling  same  shall  note  tnereon 
each  and  every  date  upon  which  such  prescription  is  refilled.  (T.  D.  2766;  Oct. 
22,  1918.) 

Notwithstanding  Harrison  narcotic  act,  section  2,  exception  (6),  excepting  sales 
of  the  prohibited  drugs  on  the  written  prescription  of  a  registered  physician,  a  sale 
by  a  druggist,  who  knowB  that  the  prescription  was  issued  to  gratify  the  holder's 
appetite,  and  not  to  cure  disease  or  alleviate  suffering,  violates  the  law,  and  the 
physician  issuing  ihe  prescription,  knowing  it  is  to  be  filled  by  a  druggist  having  such 
knowledge,  aids  and  abets  the  violation.    (T.  D.  3085;  Oct.  27,  1920.    Ct.  Dec. ) 

Knowledge  by  a  druggist  that  a  prescription  under  the  Harrison  narcotic  law 
was  issued  to  gratify  the  holder's  appetite,  and  not  to  cure  disease  or  alleviate  suffer- 
ing, is  essential  to  guilt,  and  negligent  failure  to  inquire  will  not  take  the  place  of 
knowledge.     (T.  D.  3085;  Oct.  27,  1920.    Ct.  Dec.) 

The  undisputed  facts  that  the  physician  issued  prescriptions  only  for  narcotics; 
that  many  of  the  alleged  patients  were  described  in  his  prescriptions  as  addicts, 
and  had  me  physical  appearance  of  sudi;  and  that  the  prescriptions  were  issued  to 
the  same  persons  repeatedly  and  over  long  periods  of  time  and  without  diminution 
in  the  quantity  prescribed,  indicating  that  no  cure  by  reduction  was  intended  by 
the  phvsician,  warranted  the  conclusion  that  the  drumists  must  have  known  when 
they  filled  such  prescriptions  that  they  had  been  issued  merely  to  satisfy  addiction. 
(T.  D.  3085;  Oct.  27, 1920.    Ct.  Dec.) 

On  a  trial  for  abetting  a  violation  of  the  Harrison  narcotic  law  by  a  druggist, 
an  instruction  erroneously  authorizing  a  conviction,  though  the  druggist  had  no 
actual  knowledge  that  a  prescription  was  wrongfully  issued,  was  not  ground  for 
reversal,  where  reasonable  men  could  have  drawn  but  the  one  inference  that  the 
druggist  had  such  actual  knowledge.     (T.  D.  3085;  Oct.  27,  1920.    Ct  Dec.) 

Beg^ulationa— Mandamus  to  abrogate. 

Writ  of  mandamus  directed  to  Commissioner  of  Internal  Revenue  and  Secretary 
of  the  Treasury  of  the  United  States  is  not  the  proper  remedy  to  abrogate  a  regula- 
tion (T.  D.  2309;  Mar.  11, 1916),  issued  under  authority  of  act  of  December  17,  1914, 
popularly  known  as  Harrison  Narcotic  Law,  to  carry  into  effect  the  provbions  of 
section  6  of  such  act,  which  regulation  was  issued  in  the  exercise  of  official  discre- 
tion.   (T.  D.  2489;  May  11,  1917.    Ct.  Dec.) 

Samples. 

Manufacturers  of  narcotics  may  lawfully  furnish  to  any  duly  accredited  special 
agent  or  customs  agent  of  the  Treasury  Department  samples  requried  in  order  to 
make  analyses  to  establish  allowance  of  drawback  on  manufactured  drugs  exported 
from  this  country,  taking  receipt  of  such  ofiGicer  therefor,  which  will  be  filea  with 
official  narcotic  order  forms  and  records.    (T.  D.  2487;  Apr.  28,  1917.) 

Synthetic  substitutes. 

Ruling  contained  in  T.  D.  2194,  holding  synthetic  substitutes  for  cocaine,  alpha 
or  beta  eucaine,  or  any  of  their  salts,  subject  to  the  provisions  of  the  act  of  Decem- 
ber 17, 1914,  and  requiring  manufacturers  of,  dealers  in,  and  ph^'sicians  prescribing 
any  such  substitutes  as  therein  defined  to  register  and  otherwise  conform  to  the 
Harrison  narcotic  law  and  the  regulations  issued  thereunder,  revoked,  to  take 
effect  April  10,  1917.    (T.  D.  2479;  Apr.  10,  1917.) 
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0 

TTnclaimed  freight  or  express  packages — Sale. 

When  sale  of  express  or  freight  package  containing  narcotic  drugs  is  to  he  made, 
collector  of  district  sliould  be  notified  sufficient  length  of  time  in  aavance  to  permit 
detail  by  him  of  officer  to  inspect  packages  and  identify  such  as  contain  narcotic 
drugs;  revenue  officer  must  be  present  at  sale  to  see  that  packages  are  sold  to  those 
persons  only  who  are  registered  under  Federal  law  or  to  officers  of  Federal,  State,  or 
municipal  governments  exempt  from  its  provisions;  purchaser  must  at  time  of  pur- 
chase make  supplemental  inventory,  in  duplicate,  of  drugs  coming  into  his  pos- 
session, he  to  retain  original  for  file  with  his  order  forms,  and  forward  duplicate  to 
collector  who  is  required  to  notify  Internal  Revenue  Bureau  when  such  transactions 
take  place  and  furnish  name  and  address  of  purchaser.    (T.  D.  2712;  May  13, 1918.) 

NATIONAL  FABM  LOAN  ASSOCLATION& 

Capital  stock  tax — ^Exemption. 

National  farm  loan  associations,  as  provided  in  section  26  of  the  act  of  July  17, 
1916,  are  exempt  from  tax  imposed  by  section  407  of  act  of  September  8, 1916.  (T.  D. 
2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Income  taxes— Exemption. 

National  farm  loan  associations  organized  pursuant  to  act  of  July  17,  1916,  are 
exempt  from  tax  without  condition;  collector,  being  satisfied  that  organization 
comes  within  exempted  class, is  authorized  to  eUminate  it  from  his  list  and  relieve 
it  from  necessity  of  making  returns.    (T.  D.  2690;  art.  68.) 

NATIONAL  FORMULARY. 

Medicinal  preparations. 

Use  of  distilled  spirits  for  nonbeverage  purposes  includes  manufacture  of  bona 
fide  United  States  Pharmacopoeia  or  National  Formulary  medical  extracts.  (T.  D. 
2559;  Oct.  26,  1916.) 

Instructions  with  reference  to  permit  to  make  United  States  Pharmacopoeia  or 
National  Formulary  products;  also,  with  reference  to  alcoholic  medicinal  compounds 
not  in  conformity  to  United  States  Pharmacopoeia  or  National  Formuk^;  statement 
required  of  manufacturers;  demand  for  formula  and  process  by  which  article  is 
manufactured;  reference  of  matter  of  whether  compound  b  beverage  to  Commis- 
sioner of  Internal  Revenue.    (T.  D.  2576;  Nov.  10, 1917.    T.  D.  2788;  Feb.  6, 1919.) 

Such  United  States  Pharmacopoeia  or  National  Formulary  preparations  as 
aromatic  elixirs,  tincture  of  aromatica,  and  similar  preparations,  which  are  used  by 
physicians  and  pharmacists  principally  as  vehicles,  and  which  are  potable,  may  be 
made  with  nonbeverage  alcohol  and  sold  in  good  faith  for  legitimate  uses;  container 
to  bear  stated  label.  (T.  D.  2699;  Apr.  16,  1918.  T.  D.  2760;  Oct.  9,  1918.  T.  D. 
2788;  Feb.  6,  1919.) 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Phar- 
macopoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when  not 
held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  articles 
or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so  held  out  or 
recommended  they  are  taxable  although  not  identified  by  any  name,  trade-mark, 
or  otherwise.    (T.  D.  2719;  Art.  XX.) 

When  it  is  desired  to  use  nonbeverage  alcohol  in  making  flavoring  extract  for 
which  no  specific  standard  or  protess  has  been  prescribed  by  Secretary  of  Agricul- 
ture, manufacturer  must  furmsh,  in  duplicate,  data  required  by  T.  D.  2576  with 
respect  to  alcoholic  medicinal  compounds  not  conformmg  to  U.  S.  P.  or  N.  F.; 
samples  of  product  will  be  required  when  doubt  exists  as  to  nonbeverage  character 
of  same,  which  samples  will  be  forwarded  by  express,  charges  prepaid,  to  Division 
of  Chemistry,  Office  of  the  Commissioner  of  Internal  Revenue.  (T.  D.  2760; 
Oct.  9,  1918.) 

Manufacturers  of  preparations  in  which  sole  medication  is  salt  of  iron  will  not, 
with  certain  stated  exceptions,  be  considered  entitled  to  use  alcohol  without 
paying  special  tax;  use  of  alcohol  in  conformity  with  prescribed  standard  is  per- 
mittea  in  compounding  preparations  containing  peptonate  of  iron  and  in  manu- 
facture of  preparations  corresponding  in  strength  of  iron  to  vinum  ferri  N.  F.; 
inclusion  of  fermentable  but  nonmedicinal  material  in  preparation  not  otherwise 
requiring  alcohol  will  not  be  regarded  aa  sufficient  reason  for  using  it.  (T,  D. 
2760;  Oct.  9,  1918.) 
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Medicinal  preparatioss — Continued. 

In  the  case  of  alcoholic  madicinal  compounds  which  are  not  in  conformity  with 
the  United  States  Pharmacopoeia  or  National  Formulary,  the  manufacturer  will 
file  with  collector,  when  requesting  permit  for  use  of  nonbeverage  alcohol  or  non- 
beverage  wines,  the  following  data  in  duplicate:  The  name  of  the  preparation, 
by  whom  manufactured,  for  whom  manufactured  in  cases  where  same  is  not  placed 
on  tho  market  by  ths  manufacturer,  the  advertising  matter  distributed  with  the 
propiration,  and  the  percentage  of  alcohol  by  volume  contained  in  the  finished 
product.    (T.  D.  2788;  Feb.  6,  1919.) 

Where  manufactiu*er  desires  to  make  United  States  Pharmacopoeia  or  National 
Formulary  products,  permit  may  bo  approved  by  collector  of  internal  revenue 
without  submitting  tha  mvtter  to  this  office;  and  as  to  such  products  a  statement 
of  the  names  by  classes,  such  as  "tinctures,"  "extracts,"  etc.,  and  that  they  con- 
form to  the  standards  specified,  will  be  sufficient  without  any  further  description 
or  abatement  of  formula.    (T.  D.  27S8;  Feb.  G,  1919.) 

Standards  adopted  by  Bureau  of  Internal  Revenue  for  alcoholic  preparations 
in  which  nonbeverage  alcohol  may  be  used  stated;  these  preparations  include 
United  States  Pharmacopoeia  and  National  Formulary  preparations,  medicinal 
preparations,  tincture  of  Jamaica  ginger,  flavoring  extracts,  perfiunes,  toilet  waters, 
etc.    (T.  D.  2940;  Oct.  29,  1919.) 

The  commercial  labels  that  are  placed  on  containers  of  all  preparations  other 
than  United  States  Pharmacopoeia  or  National  Formulary  must  be  filed  with  ap- 
plication for  permit  for  use  of  nonbeverage  distilled  spirits  or  wines,  otherwise  per- 
mit will  not  be  granted.    (T.  D.  2940;  Oct.  29,  1919.) 

NATT7BAL  MINBBAI«  WATBBS. 

See  "Beverages.'' 

NAVY. 

See  "Army  and  Navy/' 

NBAB  BEER. 

See  "Fermented  Liquors." 

NET  INCOME. 

See ''Income  Taxes  (Corporations)'';  "Income  Taxes  (Individuals).'* 

Deflnition. 

Net  income  is  difference  between  gross  income  and  the  sum  of  allowable  deduc* 
tions.    (T.  D,  2090;  art.  6.) 

NEWTOBK  LIMITED  PABTNEBSHIPS. 

Capital  stock  tax. 

Limited  partnerships  of  the  New  York  type,  having  practically  no  characteris- 
tics of  a  corporation  or  joint-etock  company  except  limited  liability  as  to  some  of 
the  partners,  are  not  within  scope  of  tax  impoeed  by  act  September  8,  1916.  (T. 
D.  2750,  art.  2;  Aug.  9,  1918.) 

NEWSPAPEBS. 

Admisaioxi  tax— Beportexs,  critica,  etc. 

Newspaper  critics  and  reporters  occup>ang  space  in  audience  must  pay  tax  im- 
posed by  section  700  of  act  of  October  3,  1917;  admissions  of  baseball  reporters 
occupying  special  space  at  baseball  parks,  and  admitted  by  passes  issued  by  base- 
ball writers^  association,  and  newsboys  selling  newspapers,  are  exempt.  (T.  D. 
2681;  Mar.  26,  1918.) 

Transportatioii  charges. 

The  amounts  paid  for  transportation,  other  than  by  express,  of  newspapers,  are 
subject  to  the  tax  of  3  per  cent;  whenever  two  or  more  tickets  for  transportation 
are  sold  in  book  form  or  in  bulk,  tax  applies  to  aggrogate  amount  paid  lor  tickets  bo 
purchased.    (T.  D.  2676;  Mar.  18, 1918.) 
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476:  NOMINAL  CAPITAL — ^NOTIOB. 

NOHINAL  CAPrrAL. 
Defiidticm. 

The  term  "nominal  capital,"  as  used  in  section  209  of  the  act  of  October  8, 1917, 
means  in  general  a  small  or  negli^ble  capital  whose  use  in  a  particular  trade  or 
businefls  is  incidental;  certain  businesses  not  construed  as  having  nominal  capital 
for  purposes  of  excess  profits  tax,  named.    (T.  D.  2694;  art.  74.) 

NONALCOHOLIC  BEVEBAGES. 

See  * 'Beverages." 

NONBEVEBAQE   ALCOHOL. 

Se€**Alcohol." 

Estate  taxes. 

See  "Estate  Taxes." 

Excess  profits  tax. 

See  *  ^Excess  Profits  Tax.? 

Excise  taxes. 

See  "Excise  Taxes." 

Inconae  taxes. 

See  ''Income  Taxes  (Corporations)";  "Income  Taxes  (Individuab).*! 

NOTES. 

See  "Promissory  Notes.? 

NOTICE. 

Caution  notices. 
See  specific  heads. 

Estate  tax— Excessive  payment. 

"Time  of  notification,"  within  section  207  of  the  estate  tax  law.  Title  II,  act  of 
September  8,  1916,  is  the  date  on  which  notice  of  the  amount  of  such  "  exceas  part  of 
tiie  tax  "  is  received  by  the  executor,  whether  such  notice  is  given  by  mail  or  other- 
wise.   (T.  D.  2770;  Nov.  6,  1918.) 

•^—  Nonresident  decedents. 

Thirty-day  notice  (Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxable,  for  all  property  of  any  kind  located  or  legally  situate  in  this 
country,  by  agents  or  representatives,  donees,  transferees,  trustees^  or  fiduciaries  of 
decedent  dying  domiciled  abroad,  wnether  alien  or  citizen  of  tTmted  States;  witih 
what  collector  notice  must  be  filed:  extension  of  time  for  filing  notice;  notice  to 
commissions  of  filing  of  notice.    (T.  D.  2454;  Feb.  28, 1917.) 

• Besident  decedent. 

Regulation  prescribing  when  80-day  notice  (Form  705)  must  be  filed  by  others  than 
executors  or  administrators;  surviving  husband  or  wife;  heirs;  donees;  trustees; 
fiduciaries;  others  holding  at,  or  taking  immediately  upon,  decedent's  death,  prop- 
erty inclusive  in  gross  estate  under  definition  of  section  202  of  act  of  September  8, 
1916.    (T.  D.  2454;  Feb.  28,  1917.) 

Income  taxes — Assessment. 

All  persons  shall  be  notified  of  the  amount  for  which  they  are  respectively  liable 
on  or  before  the  let  day  of  June  of  each  successive  year.    (T.  D.  2690;  art.  38.) 

In  cases  of  refusal  or  neglect  to  make  return  and  in  cases  of  intentional  or  fraudu- 
lent return,  commissioner  shall,  upon  discovery  thereof,  at  any  time  within  three 
years  after  said  return  is  due  or  has  been  madb  make  return  upon  information  ob- 
tained as  provided  for  by  law,  or  require  necessary  corrections  to  be  made,  and 
assessment  thereof  shall  be  paid  immediately  upon  notification  of  amount  thereof; 
if  asseesment  remains  unpaid  for  10  days  after  notice  and  demand  there  dball  be 
added  stated  penalties  and  interest.    (T.  D.  2690;  art.  42.) 

Wli^e  additional  assessments  are  made  as  result  of  examination  or  audit  of  return, 
taxpayer  shall,  immediately  followii^  making  of  assessment,  be  notified  <d  amount 
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Income  tftxea—AMesflixient— Continued, 
thereof,  and  such  taxes  ehall  be  paid  within  10  dayi  from  date  of  such  notice.    (T. 
D.  2690;  art.  230.) 

OlainiB. 

Where  collector  discovers  from  schedule  of  abated  taxes  that  mistake  has  occurred 
either  in  having  abated  a  larger  amount  than  that  claimed  or  in  abating  a  tax  pre- 
viously abated,  he  should  immediately  notify  Commissioner  of  such  fact,  so  that 
order  may  be  recalled,  and  error  be  corrected  bv  issuing  of  new  one  in  its  place;  in 
buch  case  no  credit  for  any  amount  whatever  snould  be  taken  upon  Form  516,  or 
upon  quarterly  account,  until  order  of  abatement  and  schedule  have  been  corrected. 
(T.  D.  2690;  art.  260.) 

Collection  and  payment. 

Tax  is  to  be  paid  upon  notice  from  collector  of  internal  revenue  of  amount  of  tax 
due,  and  at  all  events  not  later  than  June  15;  as  to  tax  unpaid  on  June  15,  and  for 
10  days  after  notice  and  d  emand  therefor  penalty  is  5  per  cent  of  amount  of  tax  unpaid 
and  interest  at  rate  of  1  per  cent  per  month  upon  such  tax  from  tune  same  became 
due,  except  from  estates  of  insane,  deceased,  or  insolvent  persons;  collectors  should 
issue  Form  17  for  purpose  of  fixing  definitely  date  when  penalty  accrues  and  interest 
begins  to  run,  and  copy  of  notice  should  be  filed.    (T.  D.  2690;  arts.  39,  41.) 

Where  returns  are  made  on  basis  of  calendar  year  corporations  against  which  taxes 
are  assessed  shall  be  notified  of  the  amount  thereof  on  or  before  June  1  of  each  suc- 
cessive year,  and  taxes  e^all  be  paid  on  or  before  June  15  of  year  in  which  assessment 
is  made;  corporation  making  returns  on  basis  of  fiscal  year  other  than  calendar 
year  shall  be  notified  of  amount  assessed  against  it  on  or  before  last  day  of  90-day 

Seriod  uext  following  date  when  return  was  due,  and  taxes  shall  be  paid  within  105 
ays  from  due  date  of  the  return.    (T.  D.  2690;  art.  230.) 

—  Betuma. 

The  notice  from  the  collector,  provided  for  in  subsection  3176  of  section  16  of  the 
act  of  September  8, 1916,  is  the  note  or  memorandum  prescribed  by  subsection  3173 
of  said  section.    (T.  D.  2690;  art.  54.) 

Return  on  basis  of  fiscal  year  other  than  calendar  year  can  not  be  accepted  unless 
such  fiscal  year  shall  have  oeen  established  by  proner  notice  to  collector,  and  if  in 
absence  of  such  notice  and  designation  return  is  filed  subsequent  to  date  when  it 
was  required  to  be  filed,  if  made  on  calendar  year  basis,  it  will  be  considered  delin- 
quent, and  corporation  will  be  liable  to  penalty  for  failure  to  file  return  within  pre- 
scribed time.    (T.  D.  2690;  art.  203.) 

Manufacturers  of  wines. 

All  parties  producing  not  exceeding  1,000  gallons  of  wine  per  year,  and  who 
receive  no  wine  in  bond,  must  file  notice  on  Form  698,  two  copies  to  be  filed  with 
collector,  and  one  retained  on  winery  premises;  notice  must  describe  and  show 
location  of  buildings,  size  and  use  of  eacn,  number  of  fermenters  and  of  wine  tanks 
respectively,  and  size  of  each,  and  estimated  quantity  of  finished  wine  to  be 
produced;  duplicate  of  notice  on  which  registry  number  will  be  noted  should  be 
forwarded  to  Commissioner  of  Internal  Revenue.    (T.  D.  2765;  Oct.  21, 1918.) 

Each  person  entitled  to  and  desiring  to  avail  himself  of  exemption  provided  by 
section  402  (b)  of  act  September  8,  1916,  must  file  notice  with  collector  of  internal 
revenue  before  commencing  manufacture  of  wine;  such  notice  must  be  on  paper 
8  inches  by  10}  inches  in  size  and  in  stated  form.    (T.  D.  2765;  Oct.  21, 1918.) 

OATHS. 
Particular  proceedings. 
See  specific  heads. 

OBSOLBSCENGB. 

Excess  profits  tax— Allowance  in  computation  of  inyested  capital. 

Basis  of  computation  of  invested  capital  is  found  in  amount  of  cash  and  other 
property  naid  in,  which  computation  must  take  properly  into  account  surplus  and 
unoividfea  profits;  in  computation  of  such  suiplus  and  undivided  profits  recogni- 
tion must  first  be  given  expenses  incurred  and  losses  sustained  from  original  organi- 
zation of  business  concern  down  to  taxable  year,  including  reasonable  allowance 
for  depletion,  depreciation,  or  obsolescence  of  property  originally  acquired;  if 
value  appreciation  of  kind  not  subject  to-income  tax  (other  than  that  allowed  under 


Digitized  by  VjOOQIC 


478  OBSOLESCENCE. 

Excess  profits  tax— Allowance  in  comptttation  of  invested  oapital— Oontd. 
article  55  of  Regulations  No.  41)  has  been  taken  up  in  accounts,  deduction  must  be 
made  in  respect  of  such  appreciation;  in  computation  of  Invested  capital  for  any 
year  full  effect  must  be  given  to  any  liquidation  of  original  capital.  (T.  D.  2694; 
art.  42.) 

Where  through  failure  to  provide  for  depletion,  depreciation,  obsolescence,  or 
other  expenses  or  losses,  or  where  for  any  cause  books  of  account  of  taxpaj^er  do  not 
show  true  paid-in  or  earned  surplus  and  undivided  profits,  in  computation  of  in- 
vested capital  such  adjustments  shall  be  made  as  are  necessary  to  arrive  at  correct 
amount;  where  taxpayer  claims  additions  to  vcapital  account,  books  of  account  will 
be  presumed  to  show  true  facts,  and  burden  of  proof  will  rest  upon  taxpaver,  and 
sucn  additions  will  be  accepted  only  to  extent  and  under  certain  specifically-stated 
conditions.     (T.  D.  2694;  art.  64.) 

Rules  for  valuation  of  tangible  property,  subject  to  requirements  of  article  42  of 
Regulations  No.  41  as  to  allowance  for  depletion,  depreciation,  and  obsolescence, 
stated;  presumed  that  tangible  assets  employed  in  the  trade  or  business  were 
acquirea  with  cash  either  paid  in  directiy  or  derived  from  trade  or  business,  but 
taxpayer  entitled  to  show  that  such  assets  w^e  paid  in  as  tangible  property.  (T.  D. 
2694;  art.  67.) 

Income  taxes — ^Deductions. 

No  deduction  from  inventory  value  of  merchandise  or  material  will  be  allowed 
except  where  inventory  includes  goods  or  materials  which,  by  reason  of  obso- 
lescence or  damage,  are  unsalable;  when  such  deduction  is  claimed,  facts  con- 
nected therewith,  including  statement  of  cost  of  goods,  value  at  which  they  were 
inventoried,  and  present  condition  must  be  filed  with  return.  (T.  D.  2690;  art. 
160.) 

Though  no  definite  rate  has  been  fixed  by  which  deduction  on  account  of  depre- 
ciation m  value  of  property  subject  to  wear  and  tear  is  to  be  computed,  it  is  contem- 
plated that  such  allowance  shall  be  computed  upon  basis  of  cost  of  property  and 
probable  number  of  years  constituting  its  life;  deduction  relates  solely  to  loss  due 
to  use,  wear  and  tear,  and  matter  of  obsolescence  is  not  relevant.  (T.  D.  2690; 
art.  162.) 

Depreciation  computed  on  total  invoice  cost  of  merchandise  in  stock  is  not  an  allow- 
able deduction,  except  that  if  portion  of  such  merchandise  is  unsalable  hy  reason 
of  obsolescence  or  damage,  depreciation  deduction  not  in  excess  of  decline  in  value 
during  taxable  year  will  be  allowed.     (T.  D.  2690;  art.  169.) 

Where  a  patent  becomes  obsolete  prior  to  its  expiration,  corporation  may  deduct 
from  gross  income  such  proportion  of  its  ori^nal  cost  (less  any  amount  previously 
charged  off)  as  number  of  years  of  its  remaining  life  bears  to  whole  number  of  years 
intervening  between  date  it  was  acquired  and  date  it  legally  expires.  (T.  D. 
2690;  art.  174.) 

Where  designs,  drawings,  patterns,  or  models,  for  which  corporation  has  made 
expenditures,  result  in  production  of  goods  which  prove  to  be  salable  for  certain 
length  of  time  and  then  become  obsolete  and  can  not  be  sold,  amount  expended  for 
sucn  designs,  etc.,  less  any  amounts  claimed  as  depreciation  or  as  return  of  capital, 
may  be  charged  o£f,  be  included  in,  and  deducted  as  loss  incident  to  businees, 
provided  lull  and  complete  information  is  reported  to  satisfaction  of  Commissioner 
of  Internal  Revenue.    (T.  D.  2690;  art,  177.) 

Amounts  representing  losses  on  account  of  obsolescence  of  physical  property  may 
be  included  as  deduction  from  gross  income  as  a  loss,  provided  such  amounts  have 
been  recorded  in  books  following  condemnation  and  withdrawal  from  use  of  the 
obsolete  property;  amount  of  obsolescence  that  may  be  claimed  as  deduction  shall 
be  ascertained  by  deducting  from  cost  of  property  total  amount  previously  claimed 
and  deducted  on  account  of  depreciation,  plus  residual  value  at  time  of  obsoles- 
cence, or  plus  amount  received  for  sale  of  property;  obsolescence  deduction  must 
not  include  accumulated  depreciation  applicable  to  prior  years.    (T.  D .  2690 ;  art.  178.) 

Where  no  depreciation  has  been  charged  off  and  deducted  from  gross  income  of 
prior  years,  amount  allowable  as  deduction  for  year  in  which  property  becomes 
obsolete  shall  be  ascertained  by  deducting  from  property  its  residual  value  plus 
aiDOunt  equal  to  depreciation  actually  sustained  during  the  prior  period  and  which 
might  have  been  deducted  when  computed  at  rate  applicable  to  same  or  similar 
property;  amount  of  such  d^reciation  as  applicable  to  former  years  may  be  made 
basis  of  amended  returns  and  claim  for  refund  of  taxes  overpaid  by  reason  of  faici  that 
no  depreciation  deduction  was  claimed  in  those  yean.    (T.  D.  2690;  art.  179.) 
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OCCXTPATIONAL  TAXES. 

Act  published. 

Extract  from  act  of  September  8,  1916,  relating  to  taxes  on  occupations,  pub- 
lished for  information  of  internal-revenue  officers  and  others  concerned.  (T.  D. 
2364;  Sept.  11,  1916.) 

Bowling  alleys. 

Bowling  alleys  are  exempt  under  act  of  September  8. 1916.  if  tax  would  fall  upon 
State  treasury;  otherwise  tax  is  due  on  account  of  bowling  alleys  in  State  armories, 
fire  houses,  etc.,  and  also  in  clubs,  fraternity  houses,  lodge  haUs,  charitable  insti- 
tutions, Y.  M.  0.  A.  buildings,  hotels,  boarding  houses,  etc.  (T.  D.  2462;  Feb. 
16,1917.) 

Brokers. 

A  bank  which  does  not  hold  itself  out  to  the  public  as  engaged  in  negotiatins 
purchases  or  sales  of  stock,  bonds,  etc.,  but  merely  n^otiates  the  purchase  and 
sale  tiiereof  for  depositors  and  other  patrons,  without  remuneration  and  for  their 
accommodation  only,  does  not  thereby  incur  liability  to  special  tax  as  a  broker. 
(T.  D.  2782;  Dec.  24, 1918.) 

One  who  holds  himself  out  as  dealing  in  exchange,  and  in  regular  course  of  busi- 
ness accepts  orders  and  takes  them  to  a  bank  for  execution  by  the  latter,  receiving 
substantial  remuneration  for  his  services,  is  liable  to  tax  as  a  broker.  (T.  D.  2785; 
Jan.  23, 1919.) 

A  bank  which,  in  addition  to  its  banking  business,  acts  as  trustee,  receiver, 
executor,  or  administrator,  or  engages  in  underwriting  or  promoting  new  enter- 
ptises  or  refinancing  old  enterprises,  or  buys  and  sells  securities  on  its  own  account 
for  profit,  is  subject  to  tax  imposed  by  first  paragraph  of  section  3  of  the  act  of  October 
22, 1914,  upon  total  amoimt  of  its  capital,  including  surplus  and  undivided  profits, 
unless  it  be  shown  that  specific  portion  of  its  capital  is  used  in  such  other  business 
and  that  such  use  does  not  constitute  banking.  (T.  D.  2895;  July  21,  1919.  Gt. 
Dec.) 

Mere  showing  that  specific  portion  of  the  capital,  including  surplus  and  un- 
divided profits,  is  used  in  such  other  business  is  not  alone  sufficient  to  show  that 
such  capital  is  not  used  in  banking.    (Id.) 

Capital  stock  tax. 

See  "CJapital  Stock  Tax." 

Inoome  taxes— Deduction. 

Business  or  privilege  taxes  may  be  deducted  either  as  taxes  or  items  of  expensoi 
but  not  under  both  heads.    (T.  D.  2690;  art.  8.) 

Lscture  lyceums. 

Statement  of  matters  involved  in  case  of  Bedpath  Lyceum  Bureau  v.  Pickering, 
in  order  that  decision  holding  that  the  Bedpath  Co.  is  not  a  lecture  lyceum  withm 
eighth  subdivision  of  section  3  of  the  act  of  October  22,  1914,  may  be  properly 
understood.    (T.  D.  2448;  Feb.  14, 1917.    Ot.  Dec.) 

Exemption  of  lecture  lyceums  under  clause  7  of  section  3  of  the  act  of  October  22, 
1914,  does  not  apply  to  lecture  lyceum  bureau  which  is  proprietor  of  shows  or 
exhibitions.    (T.  D.  2684;  Mar.  28, 1918.    Ct.  Dec.) 

The  term  'lecture  lyceums,"  as  used  in  clause  8  of  section  3  of  the  act  of  October 
22,  1914,  defines  no  well-knvwn  method  of  public  entertainment  save  as  the  mean- 
ing may  be  gathered  from  the  aggr^ation  of  the  two  words;  there  is  no  system  of 
entertainments  known  as  lecture  lyceums;  it  does  not  include  mere  independent 
show  units  en«^sed  for  the  occasion,  whether  shown  alone  or  as  an  antidote  for 
somnolence.    (TT  D.  2684;  Mar.  28, 1918.    Gt.  Dec.) 

Pool  tables. 

Fool  tables  are  exempt  under  act  of  September  8, 1916,  if  tax  would  fall  upon  State 
treasury;  otherwise  tax  is  aue  on  account  of  pool  tables  in  State  armories^  fire  houses, 
etc.,  and  also  in  clubs,  fraternity  houses,  lodge  halls,  charitable  institutions, 
Y.  M.  0.  A.  buildin^i,  hotels,  boarding  houses,  etc.    (T.  D.  2462;  Feb.  16, 1917.) 
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Post  exchaxige»— Billiard  taUeB,  etc. 

Where  post  exchanges  are  under  complete  control  of  the  Secretary  of  tlie  Navy 
as  governmental  agencies  they  are  not  Gable  to  q^ecial  tax  on  accoant  of  billiard 
or  pool  tables  or  bowling  alleys  operated  by  them.    (T.  D.  2439;  Jan.  27, 1917.) 

"Private  home'' — ^Definition. 

The  words  "private  home,"  as  used  in  act  of  September  8^  1916,  were  intended  to 
be  taken  in  their  common  and  ordinary  meaning  as  describing  individual  or  family 
residences;  it  has  accordingly  been  held  that  occupation  tax  is  applicable  to  pcM>l 
or  billiard  tables  and  bowhng  alleys  in  clubs,  fraternity  houses,  lodge  halls,  cfiari- 
table  institutions,  Y.  M.  G.  A.  buildings,  hotels,  boarding  houses,  etc.  (T.  I>. 
2462;  Feb.  16,  1917.) 

Schedule. 

Revised  schedule  of  occupations  subject  to  tax  published  for  information  of  intor- 
nal  revenue  officers  and  others  concerned.    (T.  D.  2558;  Oct.  26,  1918.) 

Theaters. 

AMiere  theater  proprietor  makes  return  of  special  tax  within  time  required  by  law 
but  shows  seating  capacity  to  be  smaller  than  it  actually  is,  50  per  cent  penalty  does 
not  attach  to  later  payment  covering  same  period  at  proper  rate,  but  if  first  return  was 
fraudulent  liability  to  100  per  cent  penalty  will  be  regarded  as  incurred;  same  rule 
applies  where  liability  to  tax  at  rate  lower  than  that  to  which  taxpayer  is  actually 
luible  is  indicated  by  misstatement  of  population  of  place  in  which  the  theater  is 
located.     (T.  D.  2775;  Nov.  29,  1918.) 

Wlicre,  after  payment  of  special  tax,  seating  cajMtcity  of  theater  is  increased 
beyond  that  which  tax  previously  paid  is  sufficient  to  cover,  tax  at  higher  rate  must 
be  paid  covering  period  beginning  with  first  day  of  month  in  which  seating  capacity 
is  increased  and  ending  June  30  following;  if  return  disclosing  new  liability  is  not 
made  during  month  in  which  change  takes  place,  liability  to  penalt]^  of  50  per  cent  of 
new  tax  is  incured;  payment  of  tax  at  higher  rate  does  not  entitle  taxpayer  to 
refund  of  any  part  of  amount  first  paid.     (T.  D.  2775;  Nov.  29,  1918.) 

oHi. 

Definitioxi. 

The  word  "oil,"  as  used  in  subdivision  (d)  of  section  500  of  the  act  of  October  3, 
1917,  means  crude  petroleum  and  such  of  its  products  as  may  be  transported  by 
pipeline.    (T.  D.  2676;  Mar.  18,  1918.) 

Excise  taxes. 

Floor  oils  and  floor  wax  are  not  subject  to  tax  imposed  by  section  600  (g)  of  the  act 
of  October  3,  1917.     (T.  D.  2719;  Art.  XVIII.) 

Tax  imposed  by  section  600  (e)  of  the  act  of  October  3,  1917,  is  2  per  cent  of  price 
for  which  hair  oils  are  sold  by  me  manufacturer.     (T.  D.  2719;  Art.  XVIII.) 

Income  taxes— Depletion  and  depreciation. 

Section  14  of  the  act  of  September  8,  1916,  amending  section  3225,  Revised  Stat- 
utes, providing  that  it  shall  not  apply  to  statements  or  returns  made  or  to  be  made 
in  good  faith  regardini?  annual  depreciation  of  oil  or  gas  wells  and  mines,  does  not 
purport  to  be  retroactive  in  its  operation.    (T.  D.  2661;  Mar.  5, 1918.    Ct.  Dec.) 

In  case  of  lessee,  capitai  to  be  returned  is  amount  paid  in  cash  or  its  equivalent 
a«  bonus  or  otherwise  oy  lessee  for  lease,  plus  expenses  incurred  in  developing  prop- 
erty (exclusive  of  physical  property)  prior  to  receipt  of  income  therefrom  sumcient 
to  meet  all  deductebre  expenses,  after  which  time  as  to  both  owner  and  lessee,  such 
incidental  expenses  as  are  paid  for  wages,  fuel,  etc.,  in  connection  with  drilling  of 
wells  and  further  development  of  propertv  may  be,  at  option  of  operator,  deducted 
an  operating  expense  or  charged  to  capital  account.    (T.  D.  2690;  art.  170.) 

In  case  of  operating  fee  owner,  amount  returnable  through  depletion  deductions  is 
fair  market  value  of  property  ^exclusive  of  cost  of  physical  property)  as  of  March  1, 
1913,  if  acquired  prior  to  that  aate,  or  actual  cost  oi  property  if  acquired  subsequent 
to  that  date,  plus,  in  either  case,  cost  of  development  (other  than  cost  of  physical 
property  inciaent  to  such  development)  up  to  point  at  which  income  from  developed 
temtory  equals  or  exceeds  deductible  expenses.    (T.  D.  2690;  art.  170.) 

Essence  of  sections  5  and  12  of  the  act  of  September  8, 1916,  as  amended  by  the  act 
of  October  d,  1917,  is  that  owner  or  operator  of  gas  or  oil  properties  shall  secure 
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Income  tax6»— Depletion  and  depreciation— Oontinued. 

throue;h  an  aggregate  of  annual  depletion  deductions  the  return  of  amount  of  capital 
actually  invested,  or  amount  not  in  excess  of  fair  market  value  as  of  March  1, 1913,  of 
properties  owned  prior  to  that  date.    (T.  D.  2690;  art.  170.) 

As  to  both  fee  owner  and  lessee,  capital  invested  in  physical  property,  upon  which 
depreciation  deduction  is  computed,  should  be  segregated  in  booKS  of  account  from 
that  invested  in  oil  or  gas  territory  or  in  lease  or  leases,  with  respect  to  which  deduc- 
tion for  depletion  or  return  of  capital  is  claimed,  and  credits  for  depreciation  may  be 
made  in  same  manner  as  provided  for  depletion.    (T.  D.  2690;  art.  170.) 

Both  owners  and  lessees  operating  oil  or  gas  properties  will,  in  addition  to  and 
separate  from  deduction  allowable  for  depletion  or  return  of  capital,  be  permitted 
to  deduct  reasonable  allowance  for  depreciation  of  physical  property,  such  as  ma- 
chinery, tools,  equipment,  pipes,  etc.,  amount  deductible  on  this  account  to  be  such 
an  amount,  basea  upon  its  capitalized  value  (cost)  equitably  distributed  over  its  use- 
ful life,  as  will  bring  it  to  its  true  salvage  value  when  no  longer  useful  for  purpose 
for  which  property  was  acquired.    (T.  D.  2690;  art.  170.) 

Where  operator  is  owner  of  fee,  value  determined  and  set  up  as  of  March  1, 1913,  or 
cost  of  property  if  acquired  subsequent  to  that  date,  or,  if  operator  is  lessee,  actual 
amount  paid  for  lease,  plus,  in  case  of  both  owner  and  lessee,  cost  of  subsequent  de- 
velopment^ exclusive  of  physical  property,  if  such  cost  is  capitalized,  will  be  basis 
for  determining  depletion  deduction  or  deduction  for  return  of  capital  for  all  sub- 
sequent years  during  continuance  of  ownership  under  which  value  was  fixed  or  by 
which  investment  was  made;  during  such  ownership  there  can  be  no  revaluation  for 
purpose  of  deduction  if  it  should  be  found  that  quantity  of  oil  or  ^  was  imderesti* 
mated  at  the  time  value  Vas  fixed  or  property  was  acquired,  or  at  time  leaae  contract 
was  entered  into  or  purchased.    (T.  I).  2690;  art.  170.) 

If  quantity  of  oil  or  gas  can  not  be  determined  with  certainty,  depletion  deduction 
will  be  computed  in  accordance  with  rules  set  out  in  T.  D.  2447,  except  that  lessees 
may  compute  deductions  for  return  of  capital  (cost  of  lease  and  development)  in  same 
manner  as  owners  in  fee;  that  is,  they  mav  extinguish  such  capital  on  basis  of  re- 
duction in  flow  and  production  as  compared  with  preceding  year,  or,  in  case  of  lease- 
hold  properties  brought  in  or  developed  during  year,  depletion  deduction  may  be 
computed  on  basis  of  decline  in  settled  flow  and  production,  as  evidenced  by  testa 
and  gauges  made  at  end  of  year  as  compared  with  similar  tests  and  gauges  made  at 
time  settled  flow  was  determined ;  for  purpose  of  computing  depletion  territory  com- 
preliended  in  given  lease  will  be  considered  unit  with  respect  to  which  depletion 
deduction  may  be  claimed  and  allowed.    (T.  D.  2690;  art.  170.) 

Every  individual  or  corporation  entitled  to  deduction  on  account  of  depletion  or  for 
return  of  capital  invested  shall  keep  accurate  ledger  account,  in  which,  in  case  of  fee 
owner,  shall  be  charged  fair  market  value  as  of  March  1 ,  1913,  or  cost,  if  acquired  sub- 
sequent to  that  date,  of  oil  or  gas  property,  plus  cost  of  development,  or,  in  case  of 
lessee,  amount  actually  originally  invested  in  lease  and  its  development;  this 
amount  shall  be  credited  as  amount  claimed  each  year  as  deduction  on  account  of 
depletion  or  as  return  of  capital,  to  end  that  when  credits  to  account  equal  debits  no 
further  deductions  on  either  account,  with  respect  to  this  property  and  capital  in- 
vested therein^  will  be  allowed;  or,  in  lieu  of  direct  creoit  to  property  account, 
amounts  so  claimed  and  allowed  as  deduction  may  be  credited  to  depletion  reserve 
account.    (T.  D.  2690;  art,  170.) 

Estimate  subject  to  approval  of  Commissioner  of  Internal  Revenue,  required  to 
be  made  of  probable  quantity  of  oil  or  gas  contained  in  or  to  bo  recovered  from  terri- 
tory with  respect  to  wnich  investment  is  made;  invested  capital  will  be  divided  by 
number  of  units  of  oil  or  gas  so  estimated ,  and  quotient  will  be  per  unit  cost  or  amount 
of  csvpital  invested  in  each  unit  recoverable;  this  quotient,  when  multiplied  by 
number  of  units  removed  from  territory  in  one  year,  will  determine  amount  which 
will  be  allowably  deducted  from  gross  income  for  that  year  on  account  of  depletion 
or  as  return  of  invested  capital  imtil  total  of  such  deductions  shall  equal  capital  in- 
vested.   (T.  D.  2690;  art.  170.) 

If  individual  or  corporation  charges  expense  of  drilling;  wells  or  further  develop- 
ment to  capital  account,  the  same,  in  so  far  as  expense  is  represented  by  physical 
property,  may  be  taken  into  account  in  determining  reasonable  allowance  for  de- 
preciation during  each  year  until  property  accoimt  thus  augmented  has  been  ex- 
tinguished throu^  annual  depreciation  deductions,  after  which  no  further  deduction 
on  this  account  will  be  allowed;  in  case  of  a  going  or  producing  business,  coet  of 
drilling  nonproductive  wells  may  be  deducted  from  gross  income  as  operating  ex- 
pense.   (T.I).  2690;  art.  170.) 
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Income  tazefl—Contlnaed. 

BetuniB. 

Individual  or  corporatioii  ownizig  and  operating  oil  or  giw  properties  required  to 
attach  to  each  return  a  statement  showing  certain  specified  data;  if  operator  is 
lessee  that  fact  diould  be  stated,  and  to  return  made  by  raeh  leasee  there  should  be 
attached  a  statement  showing  certain  specified  matters.    (T.  D.  2690;  art.  170.) 

Transportation — Application  of  tax. 

Wliere  a  person,  corporation,  partnership,  or  association,  engaged  in  busineas,  for 
the  account  of  himself  or  itself,  transports  oil  by  pipe  line,  and,  at  times,  for  hire, 
funiishes  such  facility  for  the  account  of  any  otiier  person,  coii>oration,  partnecBhrpy 
or  association^  the  one  furnishing  such  facihty  is  a  carrier  within  the  meaning  of  the 
word  as  used  in  Title  V  of  the  act  of  October  3, 1917,  and  tax  imposed  by  section  501 
applies,  whether  for  his  or  its  accoimt  or  for  the  account  oi  others;  when  facility  is 
used  exclusively  for  transporting  property  of  proprietor,  and  not  for  hire,  proprietor 
is  not  a  carrier.    (T.  D.  2676;  Mar.  18,  1918.) 

Computation  of  tax. 

Where  proprietor  of  pipe  line,  at  times,  for  hire,  transports  oil  of  another,  basis  of 
computation  of  tax  shall  be  current  lawful  rates  of  carrier  and,  in  absence  thereof, 
current  lawful  rates  of  carriers  for  like  service;  if  basis  of  tax  can  not  be  readily  de- 
termined in  manner  stated,  facts  should  be  forthwith  reported  by  carrier  to  Commis- 
sioner of  Internal  Revenue  for  his  determination.    (T.  D.  2676;  Mar.  18, 1918.) 

OLEOMABGABZirB. 

Packages. 

Manufacturers  permitted  to  use  as  original  containers  for  pacMng  oleomaigarine 
pa])er  or  fiber  boxes,  provided  boxes  are  durable  and  of  substantial  character;  pro- 
visions of  existing  regulations  governing  marking  and  branding  and  affixing  and 
canceling  of  tax-paid  stamps  declared  applicable  to  original  packages  of  paper  or 
fiber,  except  that  such  stamps  may  be  affixed  by  paste  or  glue,  without  addition  of 
tacks,  staples,  or  brads,  and  without  using  shellac  or  other  waterproofing  material  to 
cover  the  stamps;  such  original  containers  to  be  of  such  texture  as  will  meet  re- 
quirements for  transportation  of  common  carriers  xmder  existing  classifications; 
manufacturers  and  wholesalers  permitted  to  sell  onl}r  in  original  packages,  and  re- 
tailers must  sell  only  from  original  stamped  package  in  q^uantities  not  exceeding  10 
poimds  and  shall  pack  oleomargarine  sold  by  them  in  suitable  wood  or  paper  retail 
packages  properly  marked  and  branded;  par.  1,  page  44,  Regulations  No.  9,  amended. 
(T.  D.  2764;  Oct.  21,  1918.    T.  D.  2774;  Nov.  19, 1918.) 

Paragraph  1,  page  42,  Regulations  No.  9,  relative  to  affixing  caution  notices, 
Form  219,  to  original  oleomargarine  containers,  modified  to  permit  of  such  notices 
being  printed  on  the  container,  instead  of  affixing  such  notices  by  means  of  a  label; 
mod&cation  is  not  mandatory,  and  manufacturers  may  adopt  eitiier  of  the  approved 
methods  of  affixing  said  labels  as  meets  their  convenience.  (T.  D.  2968;  Feb.  4, 
1920.    T.  D.  3025;  June  2, 1920.) 

Becords. 

All  transactions  involvinfi"  withdrawal  or  sale  of  oleomargarine  must  be  entered  by 
manufacturer  or  wholesale  dealer  on  Government  record  books  60  or  61,  as  case  may 
be  (or  Forms  216  or  217  if  substituted  for  record  60  or  61),  in  the  order  and  at  the  time 
&ey  occur,  sales  to  wholesalers  to  be  segre^ited  and  reported  on  separate  pages  in 
last  part  of  monthly  return;  effective  on  and  after  July  1, 1917.  (T.  D.  2502;  June 
22.  1917.) 

Withdrawal  for  use  of  TTnited  States — Application. 

Manufacturer  must  file  application  in  duplicate  on  Form  664  for  permit  to  make 
withdrawal  of  product  in  specific  lots  from  his  factory,  and  in  addition  to  giving 
number  of  factory,  district,  and  State,  the  number  of  ori^al  or  statutory  packages 
and  contents  of  each,  and  the  number  of  inner  packages,  if  any,  and  weight  of  eaoi. 
shall  be  set  forth  in  each  application  as  well  as  the  total  quantity  covered,  rate  of 
tax  applicable,  amount  of  tax  to  be  remitted,  and  the  iastitution  or  name  of  the 
person  or  officer  to  whom,  and  the  address  to  which,  shipment  or  delivery  is  to  be 
made;  these  applications  may  be  forwarded  direct  to  the  Conmiissioner  of  Internal 
Revenue,  in  which  case  the  duplicate  application  will  be  forwarded  by  the  Com- 
miasioner  to  the  collector,  or  filed  with  tne  collector  for  the  district,  in  which  case 
the  coUoctor  must  forward  the  original  application  immediately  to  the  CosmiiaBioner; 
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Withdrawal  for  oae  of  TTnited  Statea-— Application— Continued, 
application  should  be  filed  sufficient  time  in  advance  of  date  upon  which  with- 
drawal is  contemplated  to  be  made  to  allow  of  receipt  and  issuance  of  pennit  by 
the  Commissioner  and  receipt  thereof  by  the  manufacturer  prior  to  that  date.    (T.  D. 
2982;  Jan.  22,  1920.) 

BillB  of  lading. 

Where  product  withdrawn  is  transported  by  common  carrier,  the  manufacturer 
must  file  with  the  collector  of  the  district  in  which  the  factory  makine  withdrawal 
is  located  bills  of  lading  in  duplicate  covering  each  shipment  from  the  factory  to 
the  point  of  final  destination;  one  of  Uiese  bills  of  laduig,  which  must  be  filed 
promptly  after  withdrawal  is  made,  will  be  filed  with  the  copy  of  the  application 
and  pennit  which  it  covers  in  the  collector's  office,  and  the  collector  will  forward 
original  certificate  of  receipt,  with  the  other  copy  of  bill  of  lading,  to  the  Commis- 
sioner with  his  monthly  statement  of  account  as  a  voucher  for  credit  taken  therein. 
(T.  D.  2982;  Jan.  22,  1920.) 

Bond  for  transportation  and  delivery. 

The  manufacturer  is  required  to  fiunish  transportation  and  delivery  bond  in 
duplicate  on  Form  665  with  satisfactory  sureties  and  in  penal  sum  of  not  less  than 
the  tax  on  the  total  quantity  specifiea  in  the  requisition;  this  bond,  which  shall 
state  quantity  of  product  requisitioned,  number  of  factory,  and  its  location,  includ- 
ing the  district  and  8tate  from  which  withdrawal  is  to  be  made,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or  delivery 
is  to  be  made,  may  be  executed  by  corporate  surety  or  individual  sureties,  in  the 
latter  case  each  individual  surety  being  required  to  show  qualification  on  Form  33, 
executed  in  duplicate,  and  the  duplicate  form  to  be  attached  to  the  duplicate  bond; 
the  original  and  duplicate  bond  must  be  filed  with  the  collector  for  tne  district  in 
which  the  factory  is  located,  who  will,  if  the  bond  meets  his  approval,  enter  an 
indorsement  to  that  effect  on  both  the  original  and  duplicate,  and  forward  the 
duplicate  immediately  to  the  Commissioner  of  Internal  Revenue.  (T.  D .  2982 ;  Jan. 
22, 1920.) 

-*—  Certificate  of  receipt  by  Goyemment  ofl9.cer. 

The  Qovemment  receiving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  may  certify  as  to  the  quantity  received  and  the  date  of 
receipt,  his  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  promptly 
to  the  manufacturer,  who  must  file  both  copies  of  the  certificate  of  receipt  with  the 
collector  of  internal  revenue  for  the  district  within  30  days  of  date  of  withdrawal: 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  number  of 
statutory  packages,  the  number  of  inner  packages,  if  any,  and  the  total  ciuantity 
so  lost,  and  the  amount  reported  lost  or  any  difference  between  l^e  quantity  with- 
drawn imder  permit  and  that  certified  to  by  the  receiving  officer  will  remain  as 
charged  against  the  transportation  bond,  and  assessment  of  tax  thereon  will  be 
made  against  the  manufacturer  in  the  absence  of  evidence  showing  that  the  goods 
not  covered  by  the  receiving  officer's  certificate  were  actually  destroyed.  (T.  D. 
2982;  Jan.  22,  1920.) 

Collector's  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  i>roduct  requisitioned  will  be  credited 

X  by  the  collector  upon  receipt  by  him  of  certificate  on  Form  667,  and  the  collector 

will  forward  the  original  certificate  of  receipt  to  the  Commissioner  with  his  monthly 

statement  of  account  as  a  voucher  for  cre(Ut  Uken  therein.    (T.  D.  2982;  Jan.  22, 

1920.) 

—  Departmental  requisition. 

Whenever  oleomargarine  is  purchasea  lor  use  oi  tne  umted  States  and  it  is  i>ro- 
posed  to  make  withdrawals,  tax  free,  from  the  place  of  manufacture,  requisition 
m  duplicate  on  Form  663,  approved  by  head  of  department  or  head  of  bureau,  or 
other  organization,  if  independent  of  a  department,  must  be  filed  with  the  Com- 
missioner of  Internal  Revenue;  this  requisition  must  specify  the  total  quantity 
of  the  product  contracted  for  at  a  price  not  including  the  tax  thereon,  the  name  of 
the  manufacturer,  his  factory  nunuber,  district  and  State,  the  location  of  the  factory 
and  the  institution  and  name  of  the  person  or  officer  to  whom,  and  address  to  which, 
shipment  or  delivery  is  to  be  made;  one  copy  of  the  requisition  will  be  forwarded 
by  the  Commissioner  to  the  collector  of  internal  revenue  for  the  district  in  which  is 
located  the  factory  designated  to  furnish  the  product.    (T.  D.  2982;  Jan.  22, 1920.) 
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Withdrawal  for  use  of  TTxated  State*— Continued. 

Entries  in  manufacturer's  records  and  reports. 

Each  withdrawal  of  a  product  from  the  factory  shall  be  entered  by  the  manu-  I 

facturerin  his  revenue  book  on  the  day  withdrawal  ia  nuule  and  shall  be  included 
in  hifl  monthly  or  annual  report  under  an  appropriate  heading  and  carried  iji  the 
recapitulation  as  a  special  credit.    (T.  D.  2982;  Jan.  22, 1920.) 

Packing,  branding,  or  stendling. 

Oleomargarine,  put  up  in  cartons  or  other  packages  of  leas  than  10  pounds  each, 
must  be  inclosed  in  packages  of  not  less  than  10  pounds  each,  as  required  by  section 
6,  act  of  August  2, 1886,  and  each  such  statutory  package  diudl,  in  addition  to  brand- 
ing and  stenciling  required  by  other  regulations,  have  brandeid  or  stenciled  thereon 
''For  use  of  U.  S.  Government,*'  together  with  number  of  permit  and  date  thereof » 
the  letters  and  figures  therein  to  correspond  in  size  and  style  with  other  stenciliiig  i 

required  by  such  other  regulations.    (T.  D.  2982;  Jan.  22,  1920.) 

i Permit. 

Requisition  and  bond  having  been  filed,  permit  in  duplicate  on  Form  666  for  | 

each  withdrawal,  for  which  application  is  made  and  approved^  will  be  issued  by 
the  Conmussioner  and  forward^  to  the  collector,  and  the  origmal  permit  will  be 
delivered  by  the  collector  to  the  manufacturer  to  be  retained  as  authmty  for  making 
the  withdrawal;  no  more  than  the  Quantity  named  in  the  permit  may  be  withdrawn  ' 

thereunder  and  no  withdrawal  shall  be  made  in  advance  of  the  issue  of  a  permit; 
withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  peimit  or  else 
request  should  be  made  for  cancellation  of  such  permit;  all  products  withdrawn  in 
advance  of  issue  of  j>ermit  will  be  held  subject  to  tax  and  a  manufacturer  who 
violates  the  law  by  withdrawing  products  on  which  tax  has  not  been  paid,  without  i 

permit,  will  be  liable  also  to  statutory  penalties.    (T.  D.  2982;  Jan.  22,  1920.) 

OBCHESTBAIi  CONCERTS. 

Admissions — Cabarets. 

The  words  "cabaret  or  other  similar  entertainment, "  as  used  in  section  700  of  the 
act  of  October  3,  1917,  include  every  hotel,  or  room  therein,  restaurant,  hall,  or 
other  public  place,  at  or  in  which,  m  connection  with  service  or  sale  of  food  or  i 

other  refreshments  or  merchandise,  any  vaudeville  or  other  performance  or  diversion 
in  way  of  acting,  singing,  declamation,  or  dancing,  either  with  or  without  instru- 
mental or  other  music,  is  conducted;  every  form  of  entertainment  so  conducted  ia 
included,  except  that  furnished  by  orchestras  such  as  were  usual  in  hotels  and 
restaurants  before  advent  of  cabarets,  performing  instrumental  music  only,  unac-  , 

companied  by  any  other  form  of  entertainment.    (T.  D.  2681;  Mar.  26, 1918.)  I 

OBGANIZATION  EXPENSES. 
Definition. 

"Organization  expenses' '  constitute  a  capital  investment,  such  expenses  being 
offset  by  the  asset  vxilue  of  the  corporate  franchise,  an  intan^ble  asset  oi  a  somewhat  | 

permanent  character  and  in  many  instances  of  substantial  value.  (T.  D.  2499; 
June  11, 1917.) 

ORGANIZED  FOB  FBOFTT. 
Definition. 

A  corporation  is  organized  for  profit,  within  act  September  8,  1916,  if  its  stock- 
holders or  members  may  benefit  pecuniarily  from  its  operations.  (T.  D.  2750, 
art.  2;  Aug.  9, 1918.) 

OTHER  SnaULB  PULCES. 
Definition. 

"Other  similar  places, ''  as  used  in  section  313  (a)  of  the  act  of  October  3, 1917, 
includes  all  places  where  soft  drinks  are  sold.    (T.  v.  2719;  Art.  XXIX.) 

OUTDOOB  QBNBBAIi  AMUSEMENT  PABXS. 

Admissions  tax. 
See  ''AdmissionB.'! 
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BefixiitioiL 

The  term  "outdoor  general  amusement  |>arkB,  *'  as  used  in  section  700  of  the  act 
of  October  3, 1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclosures  or  on  vacant  lots;  outdoor  amusement  parks  include 
similar  enterprises  conducted  on  piers,  but  not  motion  picture  or  other  theaters 
known  as  ''airdromes— "    (T.  D.  2681;  Mar.  26, 1918.) 

OTTTSTANDINa  STOCK. 

Definition. 

Capital  stock  that  has  once  been  issued  by  a  corporation  is  regarded  as  being 
"outstanding, "  even  though  it  is  afterwards  acquir^  by  the  companv  for  value 
and  carried  on  the  books  as  treasury  stock.    (T.  D.  2417;  Dec.  16, 1916.) 

OWNEBSHIP. 

See  "Title." 

Certificates. 

See  *  *  Cwtificates  of  Ownership." 

PAID. 

Definitioxi. 

*Taid' '  or  "actually  paid, "  within  meaning  of  Title  I,  of  the  act  of  September  8, 
1916,  as  amended  by  the  act  of  October  3,  1917,  does  not  necessarily  contemplate 
that  there  shall  be  an  actual  disbursement  in  cash  or  its  eouivalent;  if  amount 
involved  represents  actual  expense  or  element  of  cost  in  proauction  of  income  of 
year,  it  will  be  properly  deductible  even  though  not  actually  disbulBed  in  cash, 
provided  it  is  so  entered  upon  books  of  company  as  to  constitute  a  liability  aeainst 
its  assets,  and  provided  nirther  that  income  is  returned  upon  an  accrued  basis. 
(T.  D.  2690;  art.  126.) 

PANAMA  CANAL. 
Conunission— Wine  tax. 

Wines  purchased  for  use  of  United  States  or  for  Panama  Canal  Commission  may 
be  delivered  free  of  tax;  applications  for  necessary  withdrawal  permitted  in  such 
cases,  should  be  made  under  section  3464,  Revised  Statutes.  (T.  D.  2387;  Oct. 
30, 1916.) 

Taxes  imposed  by  sections  319,  315,  and  600  of  the  act  of  October  3,  1917, 
apply  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory 
elsewhere  in  the  United  States  than  a  State  and  to  articles  goinc  from  United  States 
to  any  of  its  island  or  other  possessions,  includinfi;  the  Canal  Zone,  except  that 
under  acts  of  Congress  articles  goinfi|  from  United  States  int<^the  West  Indian 
Islands,  or  into  the  Philippine  Islanas  or  Porto  Rico,  are  exempt  to  same  extent 
as  articles  exported  from  a  State  to  a  foreign  country.    (T.  D.  2781;  Dec.  20,  1918. 

Exportation  of  wines. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  shipped  to  Porto 
Rico,  the  Philippine  Islands,  and  to  the  Panama  Canal  Zone,  free  of  tax;  like 
exemption,  however,  does  not  apply  to  shipments  to  the  island  of  Guam.  (T.  D.) 
2387;  Oct,  30,  1916.) 

Btamp  tax  on  drafts. 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October 
3, 1917,  attaches  to  Ume  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone, 
and,  althoufi:h  time  drafts  covering  shipments  to  the  Virgin  Islands,  the  Philippine 
Islands,  ana  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto 
Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Dec.  24, 1918.) 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3,  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not 
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Stamp  tax  on  drafts — Continued, 
otherwise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of 
the  United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territory  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.  (T.  D.  2795; 
Feb.  26, 1919.) 

Transportation  tax. 

Transportation  of  property  by  water  from  port  of  the  United  States  to  Porto  Rico, 
Philippine  Islands,  the  Viigin  Islands,  and  the  Canal  Zone  is  not  subject  to  trans- 
portation tax  imposed  by  section  500  of  act  of  October  3, 1917;  rail  transportation  of 
property  from  interior  point  in  United  States  for  transshipment  to  Philippine 
Islands,  Porto  Rico,  and  Virgin  Islands  is  transportation  of  property  ''consi^fned 
from  one  point  in  the  United  States  to  another,  *  *  but  is  exempt  from  internal-revenue 
taxes  by  reason  of  special  acts  of  Congress;  such  transportation  of  property  destined 
to  the  Canal  Zone  is  not  exempt.    (T.  D.  2795;  Feb.  26, 1919.) 

PABCBL  POST. 

Stamp  taxes. 

Parcel-post  packages  mailed  in  this  country  to  Porto  Rico  and  such  packages 
mailed  in  Porto  Rico  to  other  points  therein  are  not  subject  to  stamp  tax.  (T.  I>. 
2599;  Dec.  3, 1917.) 

PARENT  AND  CHILD. 
AdnuBsionB. 

Tax  imposed  by  section  700  of  the  act  of  October  3,  1917,  on « the  admission  of 
children  imder  12  years  of  ajge,  must  be  collected  in  all  cases  at  the  full  rate  of  1 
cent  for  each  10  cents  or  fraction  thereof,  except  where  distinctive  tickets  are  issued 
for  children  under  12  years,  or  tickets  for  their  use  are  indelibly  stamped  to  show 
that  they  ane  good  only  for  the  admission  of  children  imder  12- years,  or  where,  in 
absence  of  tickets,  tax  is  paid  at  time  of  admission  of  children  under  12  years; 
children  under  12  years  of  age  when  admitted  free  are  not  taxable.  (T.  D.  2681; 
Mar.  26,  1918.) 

Children  under  12  years  of  age  when  admitted  free  are  not  taxable  under  section 
700  of  the  act  of  October  3,  1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Income  taxes — ^Deduction  of  allowajices. 

As  a  rule,  allowances  which  father  gives  to  his  minor  children,  whether  said  to 
be  in  consideration  of  service  or  otherwise,  are  not  allowable  deductions  in  return 
of  income,  nor  are  they  income  to  the  children.    (T.  D.  2690;  art.  8.) 

Exemptions.  ' 

Exemption  of  $200  for  each  dependent  child  provided  by  section  7  of  act  of  Sep- 
tember 8, 1916,  as  amended,  is  given  in  respect  of  income  tax,  and  is,  therefore,  ap- 
plicable under  both  the  act  of  September  8,  1916,  as  amended,  and  the  act  of  Octo- 
ber 3,  1917,  under  same  conditions  of  fact.    (T.  D.  2690;  art.  14.) 

—  Betuma. 

Fiduciaries  acting  for  minors  or  other  incompetents  required  to  make  returns,  in 
cases  arising  imder  section  2  (b)  of  the  act  of  September  8, 1916,  as  amended,  when 
income  of  estate  or  trust,  as  an  entity,  is  $1,000  or  over,  return  to  be  made  on  Form 
1040  or  1040 A;  fiduciaries  must  make  returns  on  Form  1041  whenever  interests  of 
beneficiary  in  net  income  of  estate  or  trust  is  $1,000  or  over  for  an  unmarried  bene- 
ficiary, and  whenever  interest  of  married  beneficiary  is  $2,000  or  over.  (T.  D.  2690 ; 
art.  27.) 

Fiduciaries  actinfi;  for  minors  or  other  incompetents,  required  to  make  returns 
according  to  marital  status  of  beneficiary;  whenever  interest  of  beneficiary  in  net 
income  of  estate  or  trust  is  $1,000  or  over,  for  an  unmarried  beneficiary,  or  in  case 
of  married  beneficiary,  whenever  interest  is  $2,000  or  over,  fiduciaries  are  required 
to  make  return.    (T.  D.  2690;  art.  27.) 

Income  received  by  minor  child  from  sources  other  than  parent  should  be  included 
by  parent  in  his  return;  fact  that  such  income  is  not  appropriated  byx>arentifl 
inmiatenal;  where  income  is  from  separate  estate  and  parent  nas  been  appointed 
guardian,  and  conditions  are  such  that  income  so  received  is  to  be  held  tor  use  of 
child,  it  shall  not  be  included  in  parent's  return,  but  shall  be  accounted  lor  other-i 
wise  for  purposes  of  tax,  in  manner  and  form  as  called  for  by  facts  of  particular  case.! 
(T.  D.  2690;  art.  29.) 


Digitized  by  VjOOQ IC 


PABKS — ^PABTKBBSHIP.  487 

PABKS. 

Outdoor  general  amiisemeiit  parks. 

The  term  * 'outdoor  general  amuBement  parks/'  as  used  in  section  700  of  the  act 
of  October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  such  as  mechanicaEd  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclosures  or  on  vacant  lots;  outdoor  amusement  parks  in- 
clude similar  enteriinses  conducted  on  piers,  but  not  motion  picture  or  otner  thea- 
ters known  as  '^airdromes.*'    (T.  D.  2681;  Mar.  26,  1918.) 

A  dance  hall  located  within  an  outdoor  general  amusement  park  loses  its  char- 
acter as  an  '^ amusement  within  an  outdoor  general  amusement  park"  during 
those  seasons  when  the  various  other  amusement  ventures  connected  with  the  park 
are  not  operated,  and  admissions  to  such  a  dance  hall  are  taxable  if  the  charge  for 
admission  exceeds  5  cents.    (T.  D.  2782;  Dec.  24,  1918.) 

Exemption  of  charges  which  are  in  fact  for  privilege  of  using  equipment  in  amuse- 
ment parks  is  intended  to  apply  to  those  cases  where  use  by  tke  patron  is  direct, 
S^rsonal,  and  independent,  and  therefore  not  to  merry-go-rounds.  (T.  D.  2782; 
ec.  24, 1918.) 

Zoolog;ical  parks. 

Admission  to  public  zoological  parks  and  other  entertainment  enterprises  con- 
ducted by  or  under  direction  of  Government  or  State,  or  political  suboiviaion  of 
either,  are  not  taxable.    (T.  D.  2681;  Mar.  26,  1918.) 

PAKTIAI.  PAYKBNTS. 

Advance  payments  of  taxes. 

Instructions  with  reference  to  time  for  making  advance  payments  in  installments 
or  in  whole,  of  income  and  excess-profits  taxes  under  section  1009  of  act  of  October 
3,  1917;  interest  on  payments;  ascertainment  of  fourth  installment;  receipt  to 
taxpayer;  refund  of  excess  payment;  entries  to  be  made  on  specified  forms;  inter- 
est table.    (T.  D.  2622;  Dec.  26,  1917.    T.  D.  2674;  Mar.  18,  1918.) 

Income  taxes — Gross  income. 

Where  corporation  sells  property  on  installment  plan,  title  passing  at  time  of  sale, 
again  to  be  returned  as  income  for  year  in  which  sale  was  n^e,  will  be  excess  of 
contract  price  over  fair  market  price  or  value  as  of  March  1,  1913,  if  property  was 
acquired  prior  to  that  date,  or  of  contract  price  over  cost  if  acquired  subsequent  to 
that  date.    (T.  D.  2690 ;  art.  116.) 

Corp(»ration  selling  merchandise  on  installment  basis,  title  passing  to  vendee  at 
time  of  sale,  will  treat  such  contracts  as  accounts  receivable  and  as  sales  during  the 
year  at  their  face  value,  accounting  for  as  income  the  difference  between  the  cost 
and  sales  price.    (T.  D.  2690;  art.  120.) 

—  Net  income. 

Where  buyer  of  property  of  corporation  sold  on  installment  plan,  title  passing  at 
time  of  sale,  forfeits  Ms  contract  and  fails  to  meet  any  of  the  payments  contracted 
to  be  made,  selling  corporation  may  deduct  from  its  gross  income  as  a  loss  such 

Sroportion  of  defamted  payments  as  was  previously  returned  as  gross  income.    (T. 
K  2690;  art.  116.) 

PABTNEBSEIP. 
Capital  stock  tax. 

Pennsvlvania  partnerships  with  limited  liability  and  similar  so-called  limited 
partnerships  or  partnership  associations  having  perpetual  succession  and  capable  of 
taking  title  to  real  estate  and  suing  in  common  name,  are  subject  to  tax  imposed  by 
act  September  8,  1916,  although  they  may  not  issue  stock  certificates  to  evidence 
the  shares  of  the  members.    (T.  D.  2750,  art.  2,  Appendix  A;  Aug,  9,  1918.) 

Limited  partnerships  of  the  New  York  type,  having  practically  no  characteristics 
of  a  corporation  or  joint-stock  company  except  limited  liability  as  to  some  of  the 
partners,  are  not  within  scope  of  tax  imposed  by  act  September  8,  1916.  (T.  D. 
2750,  art.  2;  Aug.  9,  1918.) 

Common-law  partnership — ^Definition. 

Common-law  partnerships  are  not  associations  within  the  meaning  of  the  income- 
tax  law.    (T.  D.  2690;  art.  63.) 
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Excefls  profits  tax— Computation. 

Where  taxpayer  who  ie  engaged  in  a  trade  or  buainesB,  net  income  from  which  is 
subject  to  taxation  at  rate  of  8  per  cent,  imposed  by  section  209  of  the  act  of  October 
3,  1917,  makes  return  for  peri^  of  lees  than  12  months,  the  deduction  of  |3,000  or 
$6,000  allowed  under  that  section  will  be  reduced  to  an  amount  which  bears  the 
same  ratio  to  such  full  deduction  as  the  number  of  months  in  the  period  bears  to  12 
months;  this  ruling  applies  only  in  case  of  taxpayer  who  is  entitled  to  make  return 
for  period  of  less  than  a  full  year,  and  is  not  to  be  construed  as  authorizing  a  corpora- 
tion or  partnership  which  has  already  established  fiscal  year  ending  in  1917,  but 
part  of  which  falls  within  1916,  to  compute  the  tax  in  any  other  manner  than  as 
prescribed  in  article  19  of  Regulations  41.    (T.  D.  2689;  Apr.  1,  1918.) 

Where  taxpayer  who  is  engaged  in  trade  or  business,  net  income  from  which  is 
subject  to  taxation  at  rates  imposed  by  section  201  of  the  act  of  October  3,  1917, 
makes  return  for  period  of  less  than  12  months,  the  invested  capital  used,  in  apply- 
ing the  rates  of  tax,  will  be  an  amount  which  bears  the  same  ratio  to  such  full  average 
invested  capital  as  the  number  of  months  in  the  period  for  which  the  return  is  made 
bears  to  12  months;  this  ruling  applies  only  in  case  of  taxpayer  who  (bOcauae  of 
having  just  established  a  fiscal  year,  or  of  having  just  organized  or  engaged  in  busi- 
ness, or  for  other  like  reasons)  is  entitled  to  make  return  for  period  of  less  than  full 
year,  and  is  not  to  be  construed  as  authorizing  a  corporation  or  partn^ship  which 
has  already  established  a  fiscal  year,  ending  in  1917,  out  part  of  which  falls  within 
1916,  to  compute  its  tax  in  any  other  manner  than  as  prescribed  in  article  19  of 
Regulations  41.    (T.  D.  2689;  Apr.  1,  1918.) 

• Fiscal  year. 

Partner^p  whose  fiscal  year  ended  with  last  day  of  any  month  in  1917  other  than 
December,  may,  not  later  than  30  days  before  March  1,  1918,  give  to  collector  of 
district  in  which  its  principal  place  of  business  is  located,  notice  in  writing  of  date 
thus  fixed  as  closing  of  fiscal  year;  unless  suqh  notice  is  given,  income  tax  return  for 
purposes  of  excess-profits  tax  shall  be  filed  ui>on  basis  of  calendar  year  1917. 
(T.  D.  2632;  Jan.  21,  1918.) 

Where  partnership  keeps  its  books  upon  basis  of  fiscal  year  ending  on  last  day  of 
any  montn  other  than  December  31,  and  it  is  impracticable  to  make  satisfactory 
return  upon  basis  of  calendar  year  collector  may  accept  return  upon  basis  of  its 
fiscal  year,  even  though  notice  was  not  given  not  later  than  30  days  before  March  1, 
1918,  as  prescribed  bv  T.  D.  2632;  if  partnership  has  already  filed  return  upon  basis 
of  calendar  year,  collector  may  accept  amended  returTi  upon  basis  of  fiscal  year. 
(T.  D.  2677;  Mar.  23,  1918.) 

Invested  capital. 

In  determining  liability  under  section  209  of  the  act  of  October  3,  1917,  income 
derived  from  a  single  timber-land  deal  by  a  partnership,  whose  principal  business 
is  dealing  in  lumber,  can  not,  by  reason  of  section  201  of  the  act,  be  coiisidared  and 
treated  separate  and  apart  from  otiier  partnership  income  or  profits.  (T.  D.  3080; 
Oct.  19,  1920.    Ct.  Dec.) 

The  term  ''invested  capital,''  as  used  in  section  209  of  the  act  of  Octobar  3, 1917, 
includes  all  working  capital  consisting  of  money  or  property  employed  in  the  busi- 
ness or  for  its  benefit,  and  furnished  or  paid  in  by  one  or  more  of  the  partners.  (T.  D. 
3080;  Oct.  19,  1920.    Ct.  Dec.) 

Where,  during;  the  year  1917,  a  partnership  had  invested  capital,  as  above  defined, 
more  than  nonunal  in  amount,  excess  profits  taxes  upon  its  income  could  not  be 
assessed  at  the  lower  rate  provided  by  section  209  of  the  act  of  October  3,  1917. 
(T.  D.  3080;  Oct.  19,  1920.    Ct.  Dec.) 

A  partnmhip  which  had  invested  capital  more  than  nominal  in  amount  can  not 
complain  of  regulations  promulgated  or  of  the  method  employed  in  determining 
the  amount  of  such  capital,  where  the  arbitary  or  supposititious  invested  capital 
fixed  upon  was  larger  m  amount  than  the  invested  capital  actually  possessed  and 
employed,  and  the  taxes  imposed  were  correspondingly  diminished.  (T.  D.  3080; 
Oct.  19,  1920.    Ct.  Dec.) 

Members  of  a  partnership  who  are  paid  neither  a  salary  nor  commissions  for  their 
services,  but  who  buy  and  sell  lumber  and  undertake  and  assume  all  the  risks  and 
enjoy  all  the  benefits  of  a  merchandising  business,  employing  a  laiige  amount  of 
capital,  are  not  brokers.    (T.  D.  3080;  Oct.  19,  1920.    Ct.  Dec.) 

Property  of  member  of  partno^hip  deposited  with  bank  and  pledged  as  collateral 
seciu-ity  for  the  repayment  of  a  loan  by  or  for  the  benefit  of  the  partnership  in  pur- 
Burance  of  the  articles  of  partnership  is  part  of  the  invested  capital  of  such  partner- 
ship.   (T.  D.  3080;  Oct.  19, 1920.    Ct,  Dec) 
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Bxcefis  profits  tax— Continued. 
Net  income. 

Investments  in  obli^tions  of  United  States  by  partnenhip  from  capital,  saiplus, 
or  undivided  profits  will  be  included  in  invested  capital  for  purpose  of  computing 
deduction  ana  rate  of  taxation  under  excess-profits  tax  law;  out  undivided  profits 
earned  during  the  taxable  year  can  not  be  included  in  invested  capital.  (T.  D. 
2541;  Oct.  20,  1917.) 

In  any  case  in  which  deduction  provided  for  in  sections  203,  204,  205,  or  210,  of 
act  of  October  3, 1917,  is  greater  than  15  per  cent  of  the  invested  capital  and  there- 
fore can  not  be  fairly  allowed  under  the  first  rate  or  bracket  of  section  201,  any 
remaining  portion  of  the  deduction  will  be  allowed  under  the  second  bracket  and 
continued  if  necessary  into  succeeding  bracket  or  brackets  until  entire  amount  of 
deduction  is  allowed.    (T.  D.  2602;  Dec.  3,  1917.) 

In  computing  net  income,  partnership  allowed  to  deduct  as  an  expense  reason- 
able salaries  or  compensation  paid  partners  for  personal  services;  as  to  foreign  part- 
nerships deduction  limited  to  those  portions  of  salaries  or  compensation  wficn  are 
paid  for  services  rendered  with  respect  to  trade  or  business  carried  on  in  United 
States;  partner  in  individual  capacity  is  subject  to  excess-profits  tax,  if  any,  at  the 
8  per  cent  rate  under  section  209  of  act  of  October  3,  1917,  with  respect  to  salary  or 
compensation  from  partnership  for  personal  services  (including  any  amounts  id* 
lowed  to  partnership  as  deduction  for  payment  prior  to  Mar.  1,  1918.)  (T.  D. 
2611;  Dec.  20,  1917.    T.  D.  2612;  Dec.  20,  1917.) 

In  computing  net  income  partnership  will  be  allowed  to  deduct  amounts  paid 
during  year  to  individual  partner  as  interest  upon  any  bona  fide  loan,  but  no  deduc- 
tion for  so-called  interest  upon  capital  will  be  recognized.  (T.  D.  2613;  Dec.  20, 
1917.) 

Betums. 

A  partnership,  entitled  to  make  return  for  period  of  less  than  full  year,  will  be 
required  to  make  such  return  if  the  net  income  for  such  period  is  at  the  rate  of  $6,000 
^  per  year  or  more.    (T.  D.  2689;  Apr.  1,  1918.) 

Partnerships  having  a  net  income  of  $6,000  or  over  required  to  render  returns  for 
purpose  of  excefls-profits  tax.    (T.  D.  2690;  art.  30.) 

Taxability. 

A  partner  in  individual  capacity  not  considered  as  engaged  in  trade  or  business 
with  respect  to  his  share  in  profits  of  partnership,  and  consequently  not  subject  to 
excess-profits  tax  thereon.    (T.  D.  2612;  Dec.  20,  1917.) 

In  case  of  excessive  payments  by  individuals  or  partnerships  amounts  allowed 
should  ordinarily  be  treated  as  paitnership  shares  and  would  thus  be  free  from 
excess-profits  tax  to  recipient.    (T.  D.  2696;  Apr.  10,  1918.) 

Inconie  taxes — ^BaslB. 

Partnership  shall  have  privilege  of  fixing  and  making  return  on  basis  of  fiscal  year; 
if  fiscal  year  ^ther  than  calendar  year)  ends  in  a  calendar  year  for  whidi  there  is  a 
rate  of  tax  different  from  the  rate  for  preceding  calendar  year,  each  partner's  share 
of  partnership  profits  shall  be  divided  in  proportion  of  different  calendar  vears  com- 
posing said  fiscal  year,  and  rate  of  tax  for  respective  calendar  years  shall  apply  to 
that  part  of  such  profits  as  thus  falls  within  said  calendar  years;  partnership  may 
designate  last  day  of  any  month  as  close  of  fiscal  year,  and  in  each  case  where  fiscu 
year  differs  from  calendar  year  partnership  shall,  not  less  than  30  days  prior  to 
March  1,  give  notice  in  writing  to  collector  that  day  thus  designated  is  closing  day 
of  fiscal  year.    (T.  D.  2690;  art.  31.) 

The  income-tax  law  of  1913  is  so  framed  as  to  deal  with  gains  and  profits  of  a 
partner^p  as  if  they  were  the  gains  and  profits  of  the  individual  partners. 
(T.  D.    2868;  June  9, 1919.    Ct.  Dec.) 

• Exemptions. 

Character  of  partnership  profits  divisible  between  persons  has  no  reference  (except 
as  otherwise  specially  provided  for  in  section  8  (e)  of  the  act  of  September  8, 1916,  as 
amended)  to  any  character  which,  as  income  accruing  to  partnership,  it  may  have 
borne  prior  to  receipt  by  partnership,  and  hence,  with  exception  noted,  income  re- 
ceived by  partnorship  can  not  be  traced  to  source  beyond  partnership  for  purpose  of 
claiming  individual  exemption.    (T.  D.  2690;  art.  30.) 

When  income  of  partnership  is  taxable  to  individual  partners,  as  under  present 
income-tax  law,  each  partner  is  treated  as  owner  of  proportionate  part  of  liberty . 
loan  bonds  held  by  partnership  and  entitled  to  exemption  on  account  of  such 
ownei^p  as  if  such  piurtner  owned  such  proportionate  part  of  bonds  directly.    (T.  D. 
2762;  Oct.  18, 1918.) 
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Income  taxes — Continued. 
Exemptions — Continued. 

When  income  of  partnership  is  taxable  to  partnership  as  such,  as  under  present 
excess-profits  tax  law,  partnership  is  treated  as  owner  of  Liberty  loan  bonds  held 
by  it  and  entitled  to  exemption  from  taxes  asse^ed  upon  income  of  partnership  as 
such.    (T.  D.  2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  upon  individual  partner  on  share  of  partnership 
income  such  partner,  if  partner  at  time  of  original  subscription  by  partnership  for 
bonds  of  Fourth  Liberty  Loan,  is  treated  as  original  subscriber  for  proportionate 
part  of  such  bonds  and  is  entitled  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues,  as  if  he  had  subscribed  directly  for  such  proportionate  part.  (T.  D. 
2762;  Oct.  18,  1918.) 

With  reference  to  tax  assessed  to  partnership  upon  partnership  inopme  as  a  whole, 
such  partnership  is  original  subscriber  ana  entitled  to  collateral  exemption  of 
interest  on  Liberty  bonds  of  previous  issues  on  account  of  such  original  subscription 
for  bonds  of  Fourth  Liberty  Loan.    (T.  D.  2762;  Oct.  18,  1918.) 

—  Imposition  of  tax. 

Partnerships,  as  such,  are  exempt  from  income  tax  on  net  income;  partners  must 
include  respective  shares  of  partnership  income  (whether  distributed  or  not)  in  re- 
turns required  of  each  partner;  section  8  (e)  prescribes  method  of  computation  for 
both  partnerships  and  partners  for  purpose  of  income  tax.    (T.  D.  2690;  art.  3.) 

Salaries,  etc.,  and  rents  paid  by  domestic  corporations,  resident  individuals,  or 
partnerships,  to  nonresident  alien  emploj^ees  for  services  rendered  entirely  in  a 
foreign  country  and  for  property  located  in  a  foreign  country,  are  not  subject  to 
deduction  and  withholding  of  the  normal  tax,  and  such  payments  of  income  will 
not  be  subject  to  tax  in  hands  of  recipient  as  from  source  within  United  States. 
(T.  D.  2690;  art.  32.) 

-^—  Net  income. 

Premiums  paid  on  life  insurance  policies  covering  lives  of  offices,  employees,  or 
those  financially  interested  in  any  business  conducted  as  a  partnership,  or  by  an 
individual,  shall  not  be  deducted  in  computing  net  income  of  such  individual  or  in 
computing  profits  of  such  partnership  for  purpose  of  paragraph  (e)  of  section  8  of  the 
act  of  September  8, 1916,  as  amended.     (T.  D.  2690;  art.  30.) 

Where  result  of  partnership  operation  is  a  net  loss,  loss  will  be  divisible  between 
partners  in  same  proportion  as  net  income  would  have  been  divisible,  and  may  be 
used  by  individual  partners  in  their  returns  of  income.    (T.  D.  2690;  art.  30.) 

Amount  of  dividends  received  by  partners  shall  be  allowed  as  a  credit  for  purpose 
of  computing  normal  income  tax.    (T.  D.  2690;  art.  30.) 

Amounts  expended  by  partnerships  engaged  in  business,  in  paying  all  or  portions 
of  regular  compensation  of  oflicers  or  employees,  who  have  for  all  or  part  of  the  period 
of  the  war  joined  the  naval  or  military  forces  of  the  United  States,  or  have  under- 
taken services  for  the  Government  at  reduced  or  nominal  compensation,  constitute, 
during  the  continuance  of  the  war,  ordinary  and  necessary  expenses  of  doing  busi- 
ness and  are  allowable  as  deductions  in  computing  net  income.  (T.  D.  2660;  Mar. 
1, 1918.) 

Member  of  partnership  need  not  include  as  part  of  net  income  subject  to  normal 
tax,  income  tax  law  of  1913,  such  of  his  income  derived  from  or  through  a  partner- 
ship as  has  been  received  by  partnership  in  shape  of  dividends  on  stocks  owned  by 
it  in  corporations  taxable  upon  their  net  income.  (T.  D.  2868;  June  9,  1919. 
Ct.  Dec.) 

Member  of  firm  en^ged  in  business  of  manufacturing  is  not  entitled  under  Sec- 
tion II,  subdivision  B,  act  October  3,  1913,  to  deduct  from  his  gross  income  loss 
sustained  from  sale  of  shares  of  stock.     (T.  D.  3029;  June  19, 1920.     Ct.  Dec.) 

The  language  "losses  *  *  *  incurred  in  trade,**  as  used  in  Section  II,  sub- 
division B,  act  of  October  3,  1913,  means  losses  incurred  in  the  actual  business  of 
the  taxpayer  as  distinguished  from  isolated  transactions.  (T.  D.  3029;  June  19, 
1920.    Ct.  Dec.) 

Betums. 

Income  of  partnership  accrues  to  individual  partner  at  time  Mb  distributivs 
interest  is  determined;  returns  by  individuals  should  include  incomes  accruing  from 
business  of  partnerships  for  busmess  vears  of  partnerships  as  may  have  been  defi- 
nitely ascertained  by  means  of  book  balance,  whether  distributed  or  not;  |>artneri 
must  make  returns  of  income  as  individuals,  for  calendar  year,  and  should  includs 
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their  interest  in  profits  ascertained  at  end  of  buainess  year  falling  within  calendar 
year  for  which  individual  return  is  being  rendered.    (T.  D.  2690;  art,  4.) 

Individuals  entitled  to  share  in  partnership  net  income  required  to  include  in 
their  returns  their  respective  shares  of  such  net  income,  whether  distributed  or  not; 
partners  will  exclude  such  part  of  net  income  as  may  have  been  received  by  part- 
nership from  sources  exempt  fron  tax  under  section  4  of  the  act  of  September  8, 1916, 
afl  amended,  and  which  shall  have  been  included  by  partnership  in  it^  statement  of 
net  income  distributed  to  partners;  partners  shall  include  proportionate  share  of 
partnership  net  income  derived  from  dividends.    (T.  D.  2690;  art.  30.) 

When  it  shall  appear  from  disclosure  that  actual  owner  of  stock  of  domestic  cor- 
poration or  resident  gtlien  corporation  is  nonresident  alien  partnership,  all  certifi- 
cates making  disclosure  shall  be  transferred  to  the  commissioner  for  information  of 
collector,  but  no  return  will  be  made  by  such  partnership,  and  no  amount  will  be  re- 
tained by  the  representative  of  such  partnership  m  the  United  States,  unless  and  until 
such  representative  shall  be  so  instructed  by  the  commissioner.    (T.  D.  2690 ;  art.  32 . ) 

Time  for  filing  returns  extended  to  August  15,  1919,  as  to  partnerships  and  per 
sonal  service  corporations  having  fiscal  year  ended  January  31,  February  28,  March 
31,  or  April  30, 1919.    (T.  D.  2883;  July  9, 1919.) 

Return  of  partnership  shall  be  open  to  inspection  by  officers  and  employees  of 
Treasury  Department  whose  official  duties  require  such  inspection  and  by  the 
Solicitor  of  Internal  Revenue;  and  by  any  individual  (or  his  duly  constituted 
attorney  in  fact  or  l^al  representative)  who  was  member  of  such  oartnerahip  during 
any  part  of  time  coverecl  by  the  return,  upon  satisfactory  eviaence  of  such  fact 
being  furnished.    (T.  D.  2961;  Jan.  7,  1920.) 

Copy  of  income  return  may  be  furnished  by  the  Commissioner  to  person  who 
made  the  return  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to  his 
executor  or  administrator,  or,  if  entity  is  in  hands  ol  receiver,  trustee  in  bankruptcy, 
guardian,  or  similar  legal  custodian,  to  the  receiver  or  other  custodian  upon  written 
application  for  same,  accompanied  by  satisfactory  evidence  that  applicant  comes 
within  this  provision;  "person  who  made  the  return,"  as  herein  used,  refers  in  case 
of  an  individual  return  to  the  individual  whose  return  is  desired,  and  in  case  of 
return  of  corporation,  etc.,  or  fiduciary,  to  the  corporation,  etc.,  or  fiduciary,  a 
copy  of  whose  return  is  desired;  corporation  may  also  designate  officer  or  individual 
to  whom  copy  mac^e  by  corporation  may  be  furnished,  and  upon  sufficient  evidence 
of  such  action  and  of  identity  of  officer  or  individual,  copy  may  be  furnished  to 
such  person;  copy  of  partnersnip  return  will  be  furnished  to  partners  only  in  case 
all  the  partners  join  in  the  request  therefor,  and  if  partnership  has  been  dissolved 
the  members  surviving  may  be  furnished  a  copy  if  all  the  members  surviving  join 
in  the  request.    (T.  D.  2962;  Jan.  7, 1920.) 

WithLholding  normal  tax. 

Form  1001,  revised,  shall  be  used  when  personal  exemption  is  claimed  against 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  residents  of  Imited 
States,  and  when  presenting  coupons  from  bonds  not  containing  tax-free  covenant; 
by  domestic  partnerships,  corporations,  or  associations;  by  nonresident  alien  part- 
nerrfiips;  and  by  foreign  corporations  having  office  or  place  of  businees  in  United 
States,  whether  or  not  such  bonds  contain  tax-free  covenant.  In  case  citizens  or  resi- 
dent individual  receives  interest  on  bond  containing  tax-free  covenant  in  excess 
of  amount  of  personal  exemption  which  individual  may  claim,  any  such  excess  must 
be  reported  on  Form  1000,  revised.    (T.  C.  2690;  art.  43.) 

Limited  partnership — ^Definition. 

Limited  partnership  in  partnership  having  one  or  more  special  partners  who  may 
share  in  profits  of  firm  but  whose  liability  for  debts  of  company  is  limited  to  amount 
of  capital  invested  by  such  special  partner  or  partners.    (T.  D.  2690;  art.  62.) 

Limited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for  limit- 
ing liability  of  all  the  members,  provide  for  transferability  of  partnership  shares, 
and  capable  of  holding  real  estate  and  bringing  suit  in  common  name,  are  corpora- 
tions or  joint-stock  companies;  limited  partnerships  of  New  York  t>'pe,  which  can 
not  limit  liability  of  general  partners,  suthough  special  partners  enjoy  limited  lia- 
bility so  long  as  they  observe  statutory  conditions,  and  which  are  dissolved  by  death 
or  attempted  transfer  of  interest  of  general  partner,  and  which  can  not  take  real 
estate  or  sue  in  partner^ip  name,  are  partnerships;  in  doubtful  cases  limited  part- 
nerships will  be  treated  as  corporations  unless  tney  submit  satisfactory  proof  that 
they  are  not  in  effect  bo  oiganized.    (T.  D.  2711;  ^y  9, 1918.) 
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''Person"  includes,  when. 

The  word  "person  "  within  Regulations  No.  40,  Fart  1,  relating  to  stamp  taxes  on 
sales  and  transfers  of  shares  of  stock  and  like  securitieB,  includesme  plural  as  well  as 
the  singular,  and  shall  be  taken  to  refer  to  individuals,  partnerships,  associatione, 
and  corporations,  except  where  it  is  plain  from  the  context  that  different  meaning  is 
intended.    (T.  D.  2608;  Nov.  30,  1917.) 

Wine  makers. 

Wines  made  by  a  partnership  or  those  produced  by  a  winery  owned  and  operated 
by  several  heads  of  families  jointly  are  not  exempt  from  tax  under  section  402 
(b)  of  act  September  8, 1916,  as  being  for  family  use.    (T.  D.  2766;  Oct.  21, 1918.) 

PASSBNaEB  TBANSFOBTATZON. 

See  "Transportation  Tax.'« 

PASSBS. 


Places  of  entertaixunent. 
See  "AdminionB."' 


PATENTS. 


Excess  profits  tax — ^Invested  capital. 

Patents  paid  in  for  stock  or  shares  must  be  valued  at  either  actual  cash  value  at 
the  time  of  payment  or  the  par  value  of  the  stock  or  ehares  issued  tiierefor,  whichever 
is  lower.    (T.  D.  2694;  art.  56.) 

Rules  governing  cases  where  stock  or  ehares  (or  stock  or  shares  and  bonds  or  other 
obligations)  have,  prior  to  March  3,  1917,  been  issued  for  a  mixed  ag^egate  of  tan- 
gible property,  patents  and  copyrights,  and  good  will  or  other  intangible  property, 
stated.    (T.  D.  2694;  art.  59.) 

Subject  to  limitations  stated  invested  capital  of  individual  is  measured  by  total 
of  actual  cash  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents  and  copyrights,  and  good  will,  trade-marks,  tiade  brands,  franchises, 
and  other  tangible  property.    (T.  D.  2694;  art.  66.) 

Patents  and  copyrightET,  and  good  will,  trade-marks,  trade  brands,  franchises  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangible 
property  paid  therefor,  but  only  if  bona  fide  payment  was  made  therefor  specifi- 
cally as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

Income  taxes — Net  income. 

Corporation  disposing  of  patents  by  sale  should  determine  profit  or  loss  arising 
therefrom  by  computing  difference  between  selling  price  and  the  cost  or  value  as 
of  March  1,  1913,  if  acquired  before  that  date;  apparent  profit  or  loss  should  be  in- 
creased or  decreased,  as  case  may  be,  by  amounts  deducted  since  Ifarch  1, 1913,  as 
return  of  capital  invested  in  such  patents.    (T.  D.  2690;  art.  109.) 

Owner  of  patent  may  deduct  from  gross  income  each  year,  until  capital  invested 
therein  is  extinguished,  sum  ascertained  by  dividing  cost  of  patent  by  number  of 
years  constituting  its  life  or  by  number  representing  years  of  ito  life  remaining  after 
date  of  acquirement.    (T.  D.  2690;  art.  113.) 

Royalties  received  in  accordance  with  contract  by  which  corporation  has  assigned 
patent  rights  to  manufacture  machines,  etc.,  are  income  and  should  be  so  accounted 
for.     (T.  D.  2690;  art.  113.) 

Corporations  disposing  of  patents  by  sale  should  determine  profit  or  loss  by  com- 
puting difference  between  selling  price  and  value  as  of  March  1,  1913,  if  acquired 
prior  to  that  date,  or  between  selling  price  and  cost,  if  acquired  subsequent  to  such 
date;  profit  or  loss  thus  ascertained  snould  be  increased  or  decreased,  as  case  may 
be,  by  amount  deducted  on  account  of  da>reciation  of  such  patents  smce  March  1, 
1913,  or  since  date  of  purchase  if  acquired  after  that  date.    (T.  D.  2690;  art.  157.) 

Wliere  a  patent  becomes  obsolete  prior  to  its  expiration,  corporation  may  deduct 
from  gross  income  such  proportion  of  its  ori^al  cost  (less  anv  amount  previously 
charged  off)  as  number  of  years  of  its  remaimng  life  bears  to  wnole  number  of  years 
intervening  between  date  it  was  acquired  and  date  it  legally  expiree.  (T.  D. 
2690;  artri74.) 
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Income  taxes— Net  income— Continued. 

Deduction  for  any  given  year  for  return  of  capital  inveeted  in  patents  at  time  of 
issue  will  be  an  amount  eoual  to  one-seventeenth  of  actual  cost,  in  cash  or  its  equiv- 
alent, of  such  patents;  wnere  patent  has  been  secured  from  Uovemment,  its  cost 
will  be  represented  by  various  Government  fees,  cost  of  drawings,  models,  attor- 
ney's fees,  etc.,  actuallv  paid,  but  where  patent  has  been  purchased  for  cash  con- 
sideration, amount  paid  tneretor  would  represent  capital  invested  therein;  where 
payment  for  patent  was  made  in  stocks  or  other  securities,  actual  cash  value  of  such 
stock  or  securities  at  time  of  purchase  will  represent  cost  or  capital  invested;  if  pat- 
ent was  purchased  after  part  of  its  life  had  expired,  cost  for  purpose  of  deduction 
for  return  of  capital  will  be  ratably  spread  over  remai^iing  years  of  its  life;  in  deter- 
mining amount  deductible  on  account  of  expiring  life,  only  actual  cost  and  not 
estimated  value  as  of  March  1, 1913,  or  any  other  date,  will  be  considered.  (T.  D. 
2690;  art.  174.) 

PATENT  HBDICINES. 

See  "Proprietary  Medicines." 

PAYMENT. 
Paying  agents. 

Wherever  a  foreign  country  or  foreign  corporation  issuing  bonds  has  appointed  a 
paying  agent  in  tiiis  country,  charged  with  duty  of  paying  interest  upjon  such  bonds, 
such  agent  shall  be  source  of  information;  if  such  country  or  corporation  has  no  such 
a^ent  then  last  bank  or  collecting  agent  in  this  countrjr  shall  be  source  of  informa- 
tion; in  case  of  dividends  on  stock  of  foreign  corporation,  first  bank  or  collecting 
agent  accepting  such  item  for  collection  shall  be  source  of  information.  (T.  D. 
2759;  Oct.  2,  1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciary,  or  by 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  insurance 
companies,  or  partnerships,  ownersnip  certificate  1001 A  shall  be  executed  by 
actual  owner,  or  by^his  duly  authorized  i^ent,  when  presenting  item  for  collection, 
whether  item  is  dividend  or  interest  payment,  except  in  case  of  foreign  country  or 
foreijgn  corporation  having  paying  agent  in  this  country  and  issuine  bonds  con- 
taining "tax-free  "  covenant  clause;  in  such  cases  paying  agent  will  withhold  normal 
tax  upon  interest  on  such  bonds,  and  ownership  certificate.  Form  1000,  properly 
modified  to  show  that  debtor  has  paying  agent  in  this  country,  should  be  used,  unless 
owner  desires  to  claim  exemption,  when  Form  1001 A  should  be  used.  (T.  D.  2759; 
Oct.  2,  1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
accompany  coupon  to  paying  agent  in  this  country,  or  if  there  is  no  43uch  agent,  then 
to  last  Dank  or  collecting  agent  handling  item  in  this  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  -same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  prop- 
erly indorsed,  certificates  shall  be  attached  and  forwarded  to  Commissioner  of 
Internal  Revenue  (Sorting  Division),  Washington,  D.  C,  on  or  before  20th  day  of 
month  following  that  during  which  items  were  accepted,  accompanied  bjr  letter  of 
transmittal,  showing  number  of  certificates  and  aggr^;ate  amount  of  foreign  items 
disclosed  thereon.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information,  ownership  certificate  shall  accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certincate  to  Commissioner  of  Internal 
Revenue,  in  manner  provided  where  dutjr  is  placed  upon  licensee,  provided  that 
in  case  ownership  cermcate,  Fonn  1000,  is  used,  paying  agent  shall  make  return 
on  Form  1012.    (T.  D.  2759;  Oct.  2,  1918.) 

Taxes. 

See  specific  heads. 

PEDDLERS. 
Tobacco. 

Act  of  September  7, 1916.  amending  subsection  11  of  section  8244,  Revised  Stat- 
utes, defining  "peddler^'  of  tobacco,  published  for  information  of  internal-revenue 
officers  and  others  concerned.    (T.  D.  2376;  Oct.  3, 1916.) 


PEKALTIB8. 


Violation  of  laws  and  regulations. 
See  specific  heads. 
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PENNSYLVANIA  PABTNBB8HXPS. 

Capital  stock  tax. 

Pennsvlvania  partnerships  with  limited  liability  and  dmilar  io-called  limited 
partnerships  or  partnership  aasociationB,  having  perpetual  succession  and  capable 
of  taking  title  to  real  estate  and  suing  in  common  name,  are  subject  to  tax  imposed 
by  act  September  8, 1916,  althougb  they  may  not  issue  stock  certificates  to  eviaence 
the  shares  of  the  members.    (T.  D.  27^),  art.  2,  Appendix  A;  Aug.  9,  1918.) 

PENSIONS. 
Xncome  taxes. 

Pensions  paid  by  United  States,  private  institutions,  or  individuals  are  to  be 
accounted  for  in  all  cases  where  income  of  pensioner  is  liable  for  income  tax.  (T.  D. 
2690;  art.  4.) 

Amounts  paid  for  pensions  to  retired  employees  or  to  their  families  or  others 
dependent  on  them,  or  on  account  of  injuries  received  by  employees,  or  lump-sum 
amounts  paid  as  compensation  for  injuries,  are  proper  deductions  as  ordinary  and 
necessary  expenses;  such  deduction  shall  be  linuted^to  amoimt  not  compensated  for 
by  insurance  or  otherwise;  no  deduction  shall  be  made  for  contributions  to  pension 
fund  resources  of  which  are  held  by  corporation,  amount  deductible  in  such  case 
being  amount  actually  paid  to  employee.    (T.  D.  2690;  art.  136.) 

PBKFX7MBBY. 

See  ''Toilet  PreparationB." 

PBBISHABLE  PBOPBBTT. 

Sales  by  carriers. 

If  perishable  consignment  be  sold  under  emeigency  conditions  for  benefit  of 
whom  it  may  concern,  net  amount  realized  therefrom  shall  be  considered  transpor- 
tation charge,  and  3  per  cent  tax  shall  apply  to  such  amount  and  be  paid  by  the 
purchaser;  provided,  however,  that  if  such  amount  be  in  excess  of  actual  trans- 
portation chaiges  tax  shall  not  apply  to  such  excess.    (T.  D.  2676;  Mar.  18, 1918.) 

PEBSON. 

Defixution. 

The  word  "person"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  incluaes  the  plural  as 
well  as  the  singular,  and  shall  be  taken  to  refer  to  individuals,  partnerships,  asso- 
ciations, and  corporations,  except  where  It  is  plain  from  the  context  that  oifferent 
meaning  is  intended.    (T.  D.  2608;  Nov.  30, 1917.) 

The  word  '* person"  within  Regulations  No.  40,  Part  2,  relating  to  stamp  taxes 
upon  sales  of  products  or  merchandise  on  exchanges  for  future  delivery,  includes 
the  plural  as  well  as  the  singular,  and  refers  to  individuals,  partnerships,  assoclar 
tions,  and  corporations,  except  where  it  is  plain  from  the  context  that  different 
meaning  is  intended.    (T.  D.  2608;  Nov.  30.  1917.) 

Term  "person,"  when  used  in  Regulations  No.  38,  includes  such  partnerships, 
corporations,  or  associations  as  are  engaged  in  manufacture  in  the  United  States 
and  in  the  sale  or  disposition  of  articles  enumerated  in  section  301  of  Title  III 
of  the  act  of  September  8,  1916,  or  parts  thereof.    (T.  D.  2381;  art.  1.) 

PBBSONAX  mjUBIBS. 

Xncome  taxes— Damages. 

Amount  received  as  result  of  suit  or  compromise  for  personal  injury,  beingsimllar 
to  proceeds  of  accident  insurance,  must  be  accounted  for  as  income.  (T.  D.  2690; 
art.  4.) 

Amount  received  by  individual  as  result  of  suit  or  compromise  for  personal  in- 
juries sustained  by  him  through  accident  is  not  income  taxable  under  Title  1  of  act 
September  8,  1916,  as  amended  by  Title  XII  of  act  October  3,  1917,  and  of  Title 
I  of  act  October  3, 1917.    (T.  D.  2747;  July  12, 1918.) 
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Income  taxes— Contmued. 

Xnearance  policy  proceeds. 

ProoeedB  of  accident  insurance  policy  received  by  individual  on  account  of  per- 
Bonal  injuriefl  sustained  through  accident  are  not  income  taxable  under  Title  1  of 
act  September  8, 1916,  as  amended  by  Title  XII  of  act  October  3, 1917,  and  of  Title 
I  of  act  October  3, 1917.    (T.  D.  2747;  July  12, 1918.) 

Pencdoiie. 

Amounts  paid  for  pensions  to  retired  employees  or  to  their  families  or  others 
dependent  on  them,  or  on  account  of  injuries  received  by  employees,  or  lump-sum 
amounts  paid  as  compensation  for  injuries,  are  proper  deductions  as  ordinary  and 
necessary  expenses;  such  deduction  shall  be  limited  to  amount  not  compensated 
for  by  insurance  or  otherwise;  no  deduction  shall  be  made  for  contributions  to 
pension  fund  resources  of  which  are  held  bv  corporation,  amount  deductible  in 
■ttch  case  being  amount  actually  paid  to  employee.    (T.  D.  2690;  art.  136.) 

PETBOIAXm. 

See**Oil." 

Definition. 

The  word  **oil, "  as  used  in  subdivision  (d)  of  section  500  of  the  act  of  October  8, 
1917,  means  crude  petroleum  and  such  of  its  products  as  may  be  transported  by 
pipe  line.    (T.  D.  2676;  Mar.  18, 1918.) 

Jelly— Exdae  tax. 

Tax  imposed  by  section  600  (g)  of  the  act  of  October  3, 1917,  is  2  per  cent  of  price 
for  which  petroleum  jellies  are  sold  by  manufacturer.    (T.  D.  2719;  Art.  XVIIi.) 

Tranaportation— Application  of  tax. 

Where  a  psrson.  corporation,  partnership,  or  association,  ennged  in  business 
for  the  account  of  nimself  or  itself,  transports  oil  by  pipe  line  ana  at  times  for  hire 
furnishes  such  fadUty  for  the  account  of  any  other  person^  corporation,  partner- 
ship, or  association,  the  one  furnishing  such  facility  is  a  earner  within  the  meaning 
of  the  word  as  used  in  Title  V  of  the  act  of  October  3,  1917,  and  tax  imposed  by 
section  501  applies,  whether  for  his  or  its  account  or  for  the  account  of  others;  when 
facility  is  usea  exclusively  for  transporting  propertv  of  proprietor  and  not  for  hire 
proprietor  is  not  a  carrier.    (T.  D.  2676;  Mar.  18, 19i8.) 

-—  Gompatation  of  tax. 

Where  proprietor  of  pipe  line  at  times,  for  hire,  transports  oil  of  another,  basis  of 
computation  of  tax  shall  be  current  lawiul  rates  of  carrier  and  in  absence  thereof, 
current  lawftil  rates  of  carriers  for  like  service;  if  basis  of  tax  can  not  be  r^tdily 
determined  in  manner  stated  facts  ^ould  be  forthwith  reported  by  carrier  to  Com- 
missioner of  Internal  Ke venue  for  his  determination.    (T.  D.  2676;  Mar.  18, 1918.) 

PHAKHACISTS. 
AlcohoL 

Preparations  such  as  aromatic  elixirs,  tincture  of  aromatica  and  similar  prepara- 
tions used  by  physicians  and  pharmacists  principally  as  vehicles,  even  though 
I>otable,  may  be  sold  in  good  faith  for  le^timate  uses  without  payment  of  special 
tax,  provided  they  are  made  in  conformity  with  U.  S.  P.  or  N.  F.  (T.  D.  2760; 
Oct.  9, 1918.    T.  D.  2788;  Feb.  6,  1919.) 

Use  of  alcohol  by  manufacturing  chemists  or  flavorii^g  extract  manufacturers  re- 
covered from  dregs  or  marc  of  percolation  or  extraction  in  any  other  manner  tlum 
that  prescribed  by  section  3246,  Revised  Statutes,  as  amended  by  act  March  3, 
1915,  without  payment  of  special  tax,  will  not  be  permitted.  (T.  D.  2760;  Oct. 
9,  1918.) 

Apothecaries  will  not  be  charged  with  liability  to  special  tax  on  account  of  sale 
in  quantities  not  exceeding  one  pint  of  alcohol  for  bathing  or  antiseptic  purposes, 
provided  it  is  compoimded  prior  to  sale,  but  not  in  bulk  or  in  advance  of  orders,  in 
such  manner  as  to  make  it  unfit  for  use  as  beverage;  approved  formulas  for  purpose 
of  rendering  alcohol  unfit  for  beverage  stated;  containers  of  alcohol  treated  m  such 
manner  must  bear  "poison"  labels.    (T.  D.  2760;  Oct.  9, 1918.) 

Where  nonbeverage  alcohol  is  used  in  manufacture  of  U.  S.  P.  or  N.  F.  prepara- 
tioDS,  such  as  aromatic  elizin,  tincture  of  aramatica,  etc.,  container  must  bear  label 
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Alcohol — Gontiiiued. 
upon  which  shall  appear  prescribed  statement.    (T.  D.  2760;  Oct.  9,  1918.    T.   D. 
2788,  Feb.  6,  1919.) 

Apothecaries  who  make  sales  of  alcoholic  liquors  not  compounded  in  such  man- 
ner as  to  render  them  unfit  for  beverage  purposes,  even  though  under  physicians' 
prescriptions  and  for  purel3r  medicinal  purposes,  will  be  held  liable  to  special  tax; 
such  persons  should,  for  their  own  protection,  see  that  prescriptions  requiring  use  of 
alcoholic  liquors  also  show  other  ingredients  added  and  rendering  compounds  unfit 
for  beverage  use.    (T.  D.  2760;  Oct.  9,  1918.) 

A  pharmacist  is  in  no  sense  a  denaturer  of  alcohol.    (T.  D.  2576;  Nov.  10,  1917.) 

Pharmacists  who  hold  permit  and  have  given  bond  permitted  to  sell  nonbeverage 
alcohol  without  physician 's  prescription  to  persons  who  do  not  hold  permits  and 
who  have  not  ^ven  bonds,  in  quantities  not  exceeding  1  pint,  but  not  in  advance 
of  orders,  provided  they  first  medicate  same  in  accordance  with  any  one  of  certain 
formulas;  container  of  such  alcohol  to  bear  'Toison' '  label.  (T.  D.  2576;  Nov.  10, 
1917;  T.  D.  2788,  Feb.  6,  1919.) 

So-called  nonbeverage  alcohol  taxable  at  rate  of  $2.20  per  proof  gallon  must  not 
be  dispensed  under  physician's  prescription,  unless  in  compounding  thereof  same 
is  so  medicated  as  to  render  it  absolutelv  unfit  for  use  as  a  beverage;  m  case  of  pre- 
scription compounding  druggist  will  be  held  responsible  as  to  suflficiency  of  medica* 
tion.    (T.  D.  2593;  Nov.  27,  1917.) 

Every  physician  or  other  person  desiring  to  purchase  or  use  homeopathic  attenua- 
tions, potencies,  or  dilutions,  or  nonbeverage  alcohol  for  making  same,  must  qualify 
by  filmg  bond  and  obtaining  permit  except  that  homeopathic  physician  or  any 
other  person  may  obtain  from  pharmacist  not  exceeding  2  drachms  of  any  attenua- 
tion, etc.,  at  one  time  without  filing  bond  and  obtaining  permit j  physician  may 
dispense  such  attenuations,  etc.,  in  quantities  ordinarUv  prescribed  to  patients 
ana  such  patients  need  not  file  bonds  or  hold  permits.  (T.  v.  2699;  Apr.  16,  1918. 
T.  D.  2788;  Feb.  6,  1919.) 

Homeopathic  pharmacists,  in  order  to  obtain  and  use  nonbeverage  alcohol  in 
manufacture  of  potencies,  attenuations,  or  dilutions^  or  sell  the  same,  required  to 
make  application  and  obtain  permit  and  give  bond  in  same  manner  as  any  other 
user  or  dealer  in  nonbeverage  alcohol  (see  T.  D.  2559  and  T.  D.  2576);  such  pharma- 
cists in  order  to  obtain  and  use  nonbeverage  alcohol  must  under  all  circumstances 
(]iialif>'  by  filing  bond  and  obtaining  permit  r^ardless  of  manufacture  and  sale  of  the 
dilutions.    (T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Special  tax  must  be  paid  as  retail  or  wholesale  liauor  dealer  by  homeopathic 
pharmacist  covering  sale  of  nonbeverage  alcohol  and  dilutions.  (T.  D.  2699;  Apr. 
16,  1918.) 

Homeopathic  pharmacists  who  are  unwilling  to  take  out  permits  and  give  bonds 
required  may  purchase  and  use  beverage  alcohol  produced  from  materials 
fermented  prior  to  11  o'clock  p.  m.,  September  8,  1917,  and  taxable  at  the  bever- 
age rate.     (T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Such  United  States  Pharmacopoeia  or  National  Formulary  preparations  as  aro- 
matic elixirs,  tincture  of  aromatic,  and  similar  preparations,  which  are  used  by  phy- 
sicians and  pharmacists  principally  as  vehicles,  and  which  are  potable,  may  be  made 
with  nonbeverage  alcohol  ana  sold  in  good  faith  for  legitimate  uses:  container  to 
bear  stated  label.    (T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6.  1919.) 

Distilled  spirits. 

Permits  to  use  or  sell  distilled  spirits  for  other  than  beverage  purposes  will  not 
be  issued  to  retail  liquor  dealers,  except  pharmacists  and  such  other  retail  dealers 
as  do  not  sell  beverage  spirits.    (T.  D.  2576;  Nov.  10,  1917.) 

AH  distilled  spirits  in  possession  of  manuftk^turing  chemists,  pharmacists,  or  any 
other  person  held  for  sale,  although  not  for  sale  as  distilled  spirits  on  October  4, 1917, 
are  subject  to  additional  floor  tax  at  $1.10  or  $2.10  per  prool  gallon,  as  case  may  be; 
distilled  spirits  in  possession  of  manufacturers  on  October  4,  1917,  which  in  legiti- 
mate processes  of  manufacture  had  been  rendered  unfit  for  use  as  beverages  are  not 
subject  to  additional  floor  tax.  (T.  D.  2566;  Oct.  27,  1917.  Ovemiled/T.  D.  2643; 
Jan.  28,  1918.) 

Apothecaries  are  allowed  to  carry  distilled  spirits  and  wine  in  stock  and  use 
them  in  preparation  of  tinctures  and  other  U.  S.  P.  preparations  and  in  compounding 
of  bona  fide  prescriptions  without  paying  special  tax.     "  '^      ^  ' 

Any  licensed  pharmacist  or  drujggist  may 
his  name  appears  on  the  prescription  in  the 
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IMstiUed  apirits— Continued, 
be  has  made  application  and  received  petmit,  Form  737,  in  accordance  with  pro- 
visions of  T.  D.  2788,  and  (3^  if  he  has  qualified  as  retail  Honor  dealer  by  payment  of 
speciiil  tax;  no  such  prescription  may  be  refilled.    (T.  V,  2881;  July  3,  1919.) 

Druggist  filling  physicians'  prescriptions  shall  preserve  in  separate,  carefully 
guardM  file  one  copy  of  every  prescription  filled  and  once  a  month  ahall  transmit 
to  collector  a  list  showing  names  of  physicians,  names  of  patients,  and  total  quantity 
dispensed  to  each  patient  during  the  month;  whenever  physician  is  prescribing 
more  than  normal  quantities,  or  any  patient  is  prociuing  more  than  normal  quan- 
tity, collector  shall  report  facts  to  Commissioner  and  the  United  States  attorney. 
(T.  D.  2881;  July  3,  1919.) 

Pharmacists  should  refuse  to  fill  prescriptions  if  they  have  reason  to  believe 
that  physicians  are  dispensing  for  other  than  strictly  legitimate  medicinal  uses, 
or  that  p:itient  is  securipg  quantities  in  excess  of  amount  required  for  Intimate 
uses.    (T.  D.  2881;  July  3,  1919.) 

Wliolesale  or  retail  liquor  dealers  having  stocks  of  wines  or  liquors  on  band  may  sell 
to  pharmacists  holding  permit  upon  receipt  of  order  on  Form  739  and  in  conformity 
with  1*.  D.  27S8  until  supplies  are  exhausted;  wholesale  or  retail  dealers  who  are 
not  licensed  druggists  or  pharmacists  will  not  be  permitted  to  qualify,  after  their 
present  stocks  are  exhausted,  to  deal  in  either  beverage  or  nonbeveraee  spirits. 
(T.  D.  2881;  July  3,  1919.)  Revoked  in  so  far  as  applicable  to  wholesale  dealers 
who  are  not  licensed  pharmacists  or  drufigists.    (T.  v.  2959;  Jan.  5,  1920.) 

Nonbeverage  distilled  spirits  or  alcohol  tax  paid  at  rate  of  $2.20  per  gallon  may 
be  used  in  filling  physicians'  prescriptions  in  acoordsmce  herewith  whether  spirits 
or  alcohol  is  medicated  or  denatured  so  as  to  render  it  unfit  for  beverage  use  or 
whether  it  is  not  so  medicated  or  denatured;  regulations  or  instnictiors  incon- 
sistent herewith  revoked.    (T.  D.  2934;  Oct.  10,  1919.) 

Wholesale  pharmacists  may  continue  tj  qualify  for  sale  of  liquors  or  wines  for 
nonbeverage  purposes  in  conformity  with  T.  D.  2788,    (T.  D.  2881;  July  3,  1919.) 

Excise  taxes. 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Pharma- 
copoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when  not  held 
out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  articles  or 
preparations,  or  as  remeoies  or  specifics,  are  not  subject  to  tax;  but  if  so  held  out  or 
recommended  they  are  taxable  although  not  identmed  by  any  name,  trade-mark, 
or  otiierwise.    (T.  D.  2719;  Art.  XX.) 

Medicinal  preparation  held  out  or  recommended  as  proprietary  or  as  a  remedy 
or  specific  for  disease  is  taxable  (a)  even  if  sold,  in  first  instance,  only  to  physicians 
ana  dniggists,  (b)  even  if  a  "bacterin,"  and  (c)  even  if  an  uncompounded  natural 
substance  merely  dried  or  reined.    (T.  D.  2785;  Jan.  23,  1919.) 

Narcotics. 

See  **Narcotics." 
Wines. 

All  wines  used  by  manu&cturing  chemists  or  apothecaries  in  preparations  made 
by  them  and  all  compounds  and  preparations  sold  by  them  as  wines,  however 
specially  designated,  are  subject  to  tax  as  wine.    (T.  D.  2387;  Oct.  30, 1916.) 

Apothecaries  are  allowed  to  cairy  distilled  smrits  and  wine  in  stock  and  use 
them  in  prepamtion  of  tinctures  and  other  U.  S.  P.  preparations  and  in  compound- 
ing of  bona  nde  prescriptions  without  paying  special  tax.    (T.  D .  2760 ;  Oct.  9, 1918. ) 

Wholesale  pharmacists  may  continue  to  qualify  for  sale  of  liquors  or  wines  for  non- 
beverage purposes  in  conformity  with  T.  D.  278S,    (T.  D.  2881;  July  3,  1919.) 

PHENACBTIN. 
Denatured  alcohol. 
See  "Alcohol." 

PHILIPPINE  ISLANDS. 
Estate  tax. 

Section  200  of  the  act  of  September  8, 1916,  defines  the  United  States  as  including 
continental  United  States,  Alaska,  and  Hawaii;  under  this  definition,  property  in 
the  United  States  of  deceased  residents  of  Porto  Rico  or  the  Philippine  Islands 
is  taxable  as  the  property  of  nonresidents,  though  the  tax  is  not  imposed  in  Porto 
Rico  or  the  Philippine  Islands.    (T.  D.  2878;  Art.  II.) 
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Bxdse  taxes. 

Taxes  imposed  by  sections  313,  315,  and  600  o!  act  of  October  8,  1917,  9,pply  to 
articles  sola  in  foreign  commerce  by  manuJEacturer  located  in  a  Territory  or  else- 
where in  the  United  States  than  in  a  State,  and  to  articles  sold  in  commerce  be- 
tween United  States  and  any  of  its  islands  or  other  possessions  except  the  West 
Indian  Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Affidavit  containing  itemized  list  of  articles  sold  in  foreign  conmierce  upon  wliich 
tax  has  been  paid,  giving  names  of  consignees,  destination,  amount  of  tax,  montii 
in  which  paid,  and  statement  that  goods  were  actually  delivered  to  consignee  named 
in  a  foreign  country  or  the  Philippine  Islands  or  Porto  Rico,  pursuant  to  sale  by 
claimant  by  one  of  the  methods  recognized  in  T.  D.  2781,  and  that  affiant  has  re- 
ceived advice  to  the  e£fect,  may  be  accepted  as  satisfactory  evidence  in  support 
of  claim  for  recovery  back  of  excise  taxes  paid  under  Title  Vl  of  the  act  of  October 
3,  1917,  in  cases  where  because  of  number  of  shipments  and  small  amount  of  tax 
involved  in  each  it  is  impracticable  to  furnish  copies  of  invoices  covering  goods 
sold,  ship's  receipts,  or  copies  of  through  bills  of  lading.  (T.  D.  2785;  Jan.  23, 
1919.) 

Taxes  imposed  by  sections,  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory 
elsewhere  in  the  United  States  than  a  State  and  to  articled  going  from  the  United 
States  to  any  of  its  island  or  other  possessions,  including  the  Canal  Zone,  except 
that  under  acts  of  Congress  articles  going  from  United  States  into  the  West  Indian 
Islands,  or  into  the  Philippine  Islands  or  Porto  Rico,  are  exempt  to  same  extent  as 
articles  exported  from  a  State  to  a  foreign  country.    (T.  D.  2781;  Dec.  20,  1918.) 

Stamp  taxes. 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  set  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and, 
although  time  drafts  covering  shipments  to  the  Vir^  Islands,  the  Philippine 
Islands,  and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto 
Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified. 
(T.  D.  2782;  Dec.  24, 1918.)  ; 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3,  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,,  and  not 
otherwise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of  the 
United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territory  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  coveting  shipments  or  not.  (T.  D.  2795; 
Feb.  26,  1919.) 

Transportation  tax. 

Transportation  of  property  by  water  from  port  of  the  United  States  to  Porto  Rico, 
Philippine  Islands,  the  Virgin  Islands,  and  the  Canal  Zone  is  not  subject  to  trans- 
portation tax  imposed  by  section  500  of  act  of  October  3,  1917;  rail  transportation 
of  property  from  interior  point  in  United  States  for  transshipment  to  Philippine 
Islands,  Porto  Rico,  and  Virgin  Islands  is  transportation  of  property  **  consigned 
from  one  point  in  the  United  States  to  another,''  but  is  exempt  nom  internal 
revenue  taxes  by  reason  of  special  acts  of  Congress;  such  transportation  of  property 
destined  to  the  Canal  Zone  is  not  exempt.    (T.  D.  2795;  Feb.  26, 1919.) 

Wine  exportationa. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  shipped  to  Porto 
Rico,  the  Philippine  Islands,  and  to  the  ranama  Canal  Zone,  free  of  tax;  like 
exemption,  however,  does  not  apply  to  shipments  to  the  island  of  Guam.  (T.  D. 
2387;  Oct.  30,  1916.)  For  r^ations,  see  T.  D.  2416,  Dec.  12,  1916;  T.  D.  2505, 
June  26, 1917. 

PHYdlCZANS. 

Excise  tax  on  boats  used  by. 

Boat  used  by  physician  in  visitin£[  patients  is  not  used  for  trade,  but  for  other 
serious  purpose,  and  is  subject  to  tax  imposed  by  section  603  of  act  October  3, 1917. 
(T.D.  2753;  Aug.  23, 1918.) 
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Income  tax — ^Information  at  source. 

Fees  paid  to  doctors  aggregating  less  than  $800  for  the  year  need  not  be  reported. 
(T.  D.  2670;  Mar.  11,  1918.) 

Net  income. 

In  case  of  professional  man  who  rents  property  for  residential  purposes  but  re- 
ceives there  patients  or  callers  in  connection  with  his  professional  work  (place  of 
business  being  elsewhere),  no  part  of  rent  is  deductible  as  business  expense.  (T.  D . 
2690;  art.  8.) 

NarcoticB. 

Physician  who  furnished  narcotics  to  an  addict  in  decreasing  quantities  and 
claims  to  be  attempting  cure  of  addiction  is  acting  contrary  to  the  act  of  December 
17, 1914,  when  it  is  shown  that  the  physician  has  not  personally  attended  the  addict, 
or  has  given  such  addict  some  personal  attention,  but  not  sumcient  to  show  that  he 
acted  in  good  faith.    (T.  D.  2887;  July  12,  1919.    Ct.  Dec.) 

Fact  that  physician  when  *'in  the  course  of  his  professional  practice  only"  is 
excepted  from  requirement  that  narcotics  shall  be  dispensed  upon  official  order 
form  does  not  provide  authority  for  physician  to  sell  narcotics,  if  he  does  not  do  so 
in  good  faith,  for  purj)ose  of  securing  cure  of  one  suffering  from  illness  or  to  cure  him 
of  the  morphine  habit;  the  exception  referred  to  must  be  construed  strictly,  and 
those  who  set  up  any  such  exception  must  establish  it  as  being  within  the  words,  as 
well  as  within  the  reason,  thereof.    (T.  D.  2887;  July  12,  1919.    Ct.  Dec.) 

Physician  who  sells,  dispenses,  or  distributes  600  one-sixth  grain  tablets  of  heroin 
not  in  the  course  of  his  regular  professional  practice  and  Aot  for  treatment  of  any 
disease  to  person  popularly  known  as  a  "dope  fiend"  for  piirpose  of  gratifyinj?  his 
appetite  for  the  drug  aa  habitual  user  thereol,  commits  indictable  offense.  (T.  D. 
2809;  Mar.  20,  1919.    Ct.  Dec.) 

Illegal  dispensing  of  narcotics  may  be  made  se^Muate  count  in  indictment  as  to 
each  addict  involved,  and  evidence  may  be  admitted  tending  to  prove  sales  by 
physician  to  persons  other  than  those  mentioned  in  the  indictment.  (T.  D.  2887; 
July  12,  1919.    Ct.  Dec.) 

It  is  proper  to  permit  physicians  to  testify  as  experts  as  to  well-recognized  methods 
among  medical  iratermty  of  treating  persons  addicted  to  narcotics  for  purpose  of 
curing  them  of  the  habit,  with  view  to  showing  that  physician  did  not  dispense 
narcotics  in  le^timate  manner;  evidence  from  physicians  to  effect  that  unless 
confined  an  addict  is  never  cured  of  the  habit  properly  admitted.  (T.  D.  2887; 
July  12,  1919.    Ct.  Dec.) 

Physician  who  sells,  gives  away,  or  distributes  500  one-sixth  grain  tablets  of  heroin 
not  in  pursuance  of  written  order  on  form  issued  on  blank  furnished  by  Commissioner 
of  Internal  Revenue  commits  indictable  offense.  (T.  D.  2809;  Mar.  20,  1919. 
Ct.  Dec.) 

Nonbeverage  alcohol. 

Every  physician  or  other  person  desiring  to  purchase  or  use  homeopathic  atten- 
uations, potencies,  or  dilutions,  or  nonbeverage  alcohol  for  making  same,  must 
qualify  by  filing  bond  and  obtaining  permit  except  that  homeopathic  physician 
or  any  other  person  may  obtain  from  pharmacist  not  exceeding  two  drachms  of  any 
attenuation,  etc.,  at  one  time  without  filing  bond  and  obtaining  permit;  physician 
may  dispense  such  attenuations,  etc.,  in  quantities  ordinarily  prescribed  to  pa- 
tients, and  such  patients  need  not  file  bonds  of  hold  permits.  (T.  D.  2699;  Apr. 
16, 1918.) 

Homeopathic  physicians  who  are  unwilling  to  take  out  permits  and*give  bonds 
required  may  purchase  and  use  beverage  alcohol  produced  from  materials  fermented 
prior  to  11  o'clock  p.  m.,  September  8,  1917,  and  taxable  at  the  rate  of  $3.20  per 
proof  gallon.    (T.  D.  2699;  Apr.  16,  1918.) 

Such  United  States  Pharmacopoeia  or  Natonal  Formulary  preparations  as  aro- 
matic elixirs,  tincture  of  aromatica,  and  similar  preparations,  wmch  are  used  by 
physicians  and  pharmacists  principallv  as  vehicles,  and  which  are  potable,  may 
be  made  with  nonbeverage  alcohol  ana  sold  in  good  faith  for  legitimate  uses;  con- 
tainer to  bear  stated  labS.    (T.  D.  2699;  Apr.  16, 1918.    T.  D.  2788;  Feb.  6, 1919.) 

Prescriptfons—Alcohol. 

SoK^alled  nonbeverage  alcohol  taxable  at  rate  of  $2.20  per  proof  gallon  must  not 
be  dispensed  under  physician's  preecription.  unless  in  compounding  thereof  same 
is  80  medicated  as  to  reader  it  absolutely  unfit  for  use  as  a  beverage;  ii 
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FreocriptioxiB — Alcohol— Continued . 
scription  coxnpounding  druggist  will  be  held  reepoDBible  M  to  auffidency  of  medi- 
cation.    (T.  D.  2593rNov.  27,  1917.) 

Apothecaries  who  make  sales  of  alcoholic  liquors  not  compounded  in  such  manner 
as  to  render  them  unfit  for  beverage  purposes,  even  though  under  physicians'  pre- 
scriptions and  for  purely  medicinal  purposes,  will  be  held  liable  to  special  tax; 
such  persons  should,  for' their  own  protection,  see  that  prescriptions  requiring  use 
of  alcoholic  liquors  also  show  other  ingredients  added  and  rendering  compounds 
unfit  for  beverage  use.    (T.  D.  2760;  Oct.  9,  1918.) 

Preparations  such  as  aromatic  elixirs,  tincture  of  aromatica,  and  similar  prepara- 
tions used  by  physicians  and  i>harmacist8  principally  as  vehicles,  even  though 
potable,  may  be  sold  in  good  fs^th  for  le^itmate  uses  without  payment  of  special 
tax,  provided  they  are  made  in  conformity  with  U.  S.  P.  or  N.  F.  (T.  D.  2760; 
Oct.  9,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

Distilled  spirits. 

Pharmacists  who  are  not  qualified  as  retail  liquor  dealers  may  procure  nonbev- 
erage  spirits  on  same  terms  as  pharmacists  who  are  holders  of  special  tax  stamps  as 
dealers,  but  must  dispense  same  only  on  prescription  of  physician  or  veterinarian 
duly  authorized  to  practice  under  Federal  or  State  laws,  ana  only  when  denatured 
in  conformity  with  T.  D.  2496;  compoimding  must  not  be  in  advance  of  receipt 
by  pharmacists  of  prescription;  this  requirement  does  not  extend  to  spirits  to  be 
usea  in  compoimding  regular  prescriptions  for  internal  use,  where  spirits  are  other- 
wise so  medicated  as  to  render  them  unfit  for  use  as  beverages.  (T.  D.  2559;  Oct. 
26,  1917.    See  T.  D.  2676;  Nov.  10,  1917.) 

Pharmacists  who  hold  permit  and  have  given  bond  permitted  to  sell  nonbeverage 
alcohol,  without  physician's  prescription,  to  persons  who  do  not  hold  permits  and 
who  have  not  given  bond,  in  quantities  not  exceeding  one  pint,  but  not  in  advance 
of  orders,  provided  they  first  medicate  same  in  accordance  with  any  one  oi  specified 
formulas.    (T.  D.  2576;  Nov.  10,  1917.) 

Apothecaries  are  allowed  to  carry  distilled  spirits  and  wine  in  stock  and  use  them 
in  preparation  of  tinctures  and  other  U.  S.  P.  preparations  and  in  compoimding  of 
bona  fide  prescriptions  without  paying  special  tax.    (T.  D.  2760;  Oct.  9, 1918.) 

Physicians  may  prescribe  wines  and  liquors  for  internal  use,  or  liquor  for  external 
uses,  but  in  every  such  case  each  prescription  shall  be  in  duphcate,  and  both 
copies  be  signed  in  physician's  handwriting;  quantity  prescribed  for  siugle  patient 
at  given  time  shall  not  exceed  one  quart,  ana  in  no  case  shall  physician  prescribe 
alcoholic  liquors  unless  patient  is  under  his  constant  personal  supervision;  all 
prescriptions  shall  indicate  clearly  name  and  address  of  patient,  condition  or  iUneBS 
for  which  prescribed,  and  name  of  pharmacist  to  whom  prescription  is  to  be  pre- 
sented for  filling.    (T.  D.  2881;  July  3,  1919.) 

Pharmacists  should  refuse  to  fill  prescriptions  if  they  have  reason  to  believe  that 
physicians  are  dispensing  for  other  than  strictly  legitimate  medicinal  uses,  or 
that  patient  is  securing  quantities  in  excess  of  amount  required  for  legitimate 
uses.     (T.  D.  2881;  July  3,  1919.) 

Physician  shall  keep  record  in  which  separate  i»ge  or  pages  shall  be  allotted 
eacli  patient  for  whom  alcoholic  liauors  are  prescribed,  and  shall  enter  therein, 
under  patient's  name  and  address,  date  of  each  prescription,  amount  and  kind  oi 
liquors  dispensed  by  each  prescription,  and  name  ol  pharmacist  filling  same, 
(f.  D.  2881;  July  3,  1919.) 

Druggist  filling  physicians'  prescriptions  shall  preserve  in  separate,  carefully 
guard ^  file  one  copy  of  every  prescription  filled,  and  once  a  month  shall  transmit 
to  collector  a  list  showing  names  of  physicians,  names  of  patients,  and  total  quantity 
dispensed  to  each  patient  during  the  month;  whenever  physician  is  prescribing 
more  than  normal  quantities,  or  any  patient  is  procuring  more  than  normal  quan- 
tity, collector  shall  report  facts  to  Commissioner  and  the  United  States  attorney. 
(T.D.  2881;  July  3,  1919.) 


visions  of  T.  D.  2788,  and  (3)  if  he  has  qualified  as  retail  liquor  dealer  bv  payment 
of  special  tax;  no  such  prescription  may  be  refilled.    (T.  D.  2881;  July  S,  1919.) 

Wholesale  or  retail  liquor  dealers  having  stocks  of  wines  or  liquors  on  hand  may 
sell  to  pharmacists  holding  permit,  upon  receipt  of  order  on  Form  739  and  in  con- 
formity with  T.  D.  2788,  until  supplies  are  exhausted;  wholesale  or  retail  dealers 
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PreflcilptioiiB — Continued. 

Distilled  spiritB— -Continued. 

who  are  not  licensed  druggists  or  pharmacists  will  not  be  permitted  to  qualify, 
after  their  present  stocks  are  exhausted,  to  deal  in  either  beverage  or  nonbevera^ 
spirits.  (T.  D.  2881;  July  3,  1919.)  Revoked  in  so  far  as  applicable  to  wholesale 
liquor  dealers  who  are  not  Ucensed  pharmacists  or  druggisto.  (T.  D.  2959;  Jan.  5, 
1920.) 

Nonbeverage  distilled  spirits  or  alcohol  tax  paid  at  rate  of  12.20  per  gallon  may  be 
used  in  filling  physicians  prescriptions  in  accordance  herewith,  whether  spirits  or 
alcohol  is  m^catod  or  denatured  so  as  to  render  it  unfit  for  beverage  use  or  whether 
it  is  not  so  medicated  or  denatured;  regulations  or  instructions  inconsistent  here- 
with revoked.    (T.  D.  2934;  Oct.  10, 1919.) 

Karcotics. 

See  "  Narcotics." 

Article  11  of  Regulations  No.  35,  prohibiting  refilling  of  narcotic  prescriptions, 
modified,  so  that  prescriptions  calling  for  morpnine,  codeine,  or  herom,  which  are 
written  by  registered  practitioners  for  patients  suffering  from  Spanish  influenza 
and  any  pulmonary  or  bronchial  affections,  may  be  refilled,  provided  that  at  time 
of  issuance  by  physicians  instructions  are  noted  in  body  of  such  prescriptions, 
'  *  Repeat  if  necessary, '  *  and  druggist  filling  and  refilling  same  shall  note  thereon  each 
and  every  date  upon  which  sucnprescription  is  refillecT.    (T.  D.  2766;  Oct.  22, 1918.) 

Order  issued  by  practicing  and  registered  physician  for  morphine  to  habitual 
user  thereof,  the  order  not  bein^  issued  in  course  of  professional  treatment  in  at- 
tempted cure  of  habit,  but  being  issued  for  purpose  of  providmg  user  with  morphine 
sufficient  to  keep  him  comfortable  b}^  maintaining  nis  customary  use,  is  not  a 
physician's  prescription  within  exception  (b)  of  section  2  of  the  act  of  December 
17,  1914.    (T .  D.  2809;  Mar.  20,  1919.    Ct.  Dec.) 

The  first  sentence  of  section  2  of  the  act  of  December  17,  1914,  prohibits  retail 
sales  of  morphine  by  druffiists  to  persons  who  have  no  physician  s  preecription, 
who  have  no  order  blank  therefor,  and  who  can  not  obtain  an  order  blank  because 
not  of  the  class  to  which  such  blanks  are  allowed  to  be  issued,  and  such  prohibition 
is  constitutional.    (T.  D.  2809;  Mar.  20,  1919.    Ct.  Dec.) 

Ruling  contained  in  T.  D.  2200^  of  May  11,  1915,  permitting  practitioner  to  dis- 
pense or  perscribe  narcotic  drugs  m  a  quantity  more  than  is  necessary  to  meet  the 
immediate  needs  of  a  patient,  revoked,  and  such  revocation  declared  applicable 
to  all  cases  whether  decreasing  dosage  is  indicated  or  not.    (T.  D.  2879 ;  July  2, 1919.) 

Theaters — ^Admiasiozi  tax. 

Doctors  for  theaters  are  exempt  from  tax  imposed  by  section  700  of  act  of  October 
3, 1917;  when  entering  theater  in  course  of  their  employment,  but  must  pay  it  when 
attending  as  mere  spectators  and  occupying  seats  in  the  audience.  (T.  D.  2681; 
Mar.  26,  1918.) 

PIPB  LINES. 

Fermented  malt  liquors. 

Temporarv  regulation  providing  that  until  further  notice  brewers  having  estab- 
lished pipe  line  for  tranmer  of  fermented  liquors  may  set  aside  and  utilize  one  or 
more  cisterns  pertaining  thereto  for  containing  liquors  containing  not  to  exceed  one- 
half  of  1  per  cent  of  alcchol  by  volume  for  transfer  through  the  pipe  line  for  sole  pur- 
pose of  bottling,  under  certain  conditions  and  restrictions;  duties  of  deputy  collector 
m  attendance.    (T.  D.  2359;  Sept.  9,  1916.) 

Fermented  malt  liquor  may  be  conveyed  by  pipe  Une  without  tax  payment  from 
brewery  premises  where  produced  to  continguous  industrial  distillery  of  either  class 
established  under  act  of  October  3,  1913,  there  to  be  used  as  distiUing  material, 
where  the  brewery  premises  and  the  industrial  distillery  premises  are  separate  and 
distinct,  and  for  which  requisite  notices  and  bonds  shall  have  been  given;  must  be 
complete  separation  by  suostantial  unbroken  partitions  between  brewery  and  dis- 
tillery from  cellar  to  roof  where  they  are  in  same  building  or  separate  buildings 
immediately  adjoining.    (T.  D.  2564;  Oct.  26,  1917.) 

Residue  from  industrial  distilleries  containing  less  than  one-half  of  1  per  cent  of 
alcohol  by  volume  may  be  transferred  to  other  premises  for  bottling  or  otnerwise  by 
way  of  separate  pipe  line,  which  may  be  connected  on  bottling  premises  with  tank 
or  with  the  filling  machine  commonly  used  for  bottUng  fermented  liquors  received 
from  brewery  premises;  such  pipes  must  be  open  to  inspection  throughout  their 
entire  lengtiis.    (T.  D.  2564;  Oct.  26,  1917.) 
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Oil  traxisportatlon— Application  of  act. 

Where  a  person,  corporatioa,  partnership,  or  association,  eneaged  in  busineas, 
for  the  account  of  himself  or  itself, ^transports  oil  by  pipe  line,  and,  at  times,  for  hire, 
furnishes  such  facility  for  the  account  of  any  other  person,  coloration,  partnership, 
or  association,  the  one  furnishing  such  facility  is  a  carrier  within  the  meaning  of 
the  word  as  used  in  Title  V  of  the  act  of  October  3,  1917,  and  tax  imposed  by  section 
501  applies,  whether  for  his  or  its  account  or  for  the  account  of  others;  when  facility 
is  used  exclusively  for  transporting  property  of  proprietor,  and  not  for  hire, 'pro- 
prietor is  not  a  carrier.    (T.  D.  2676;  Mar.  18,  1918.) 

—  Computation  of  tax. 

Where  proprietor  of  pipe  line,  at  times,  for  hire,  transports  oil  of  another,  basis 
of  computation  of  tax  shall  be  current  lawful  rates  of  carrier  and,  in  absence  thereof, 
current  lawful  rates  of  carriers  for  Uke  service;  if  basis  of  tax  can  not  be  readily  deter- 
mined in  manner  stated,  facts  should  be  forthwith  reported  by  carrier  to  Commis- 
sioner of  Internal  Revenue  for  his  determination.    (T.  D.  2676;  Mar.  18, 1918.) 

PLACB. 

Befixiition. 

The  word  *'place^"  as  used  in  section  700  of  the  act  of  October  3.  1917,  is  not 
defined  in  the  section,  but  the  context  indicates  that  in  general  only  admissions 
to  places  of  amusement  and  entertainment  were  intended  to  be  taxable.  (T.  D. 
2681;  Mar.  26,  1918.) 

PI^NTATIOKS. 
Ixicomo  taxes— Keturns. 
Soo**  Farmers." 

PITYING  CABDS. 

Bzcise  taxes. 

The  tax  imposed  by  section  609  (f )  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  the  porting  goods  and  games  enumerated,  except  playing  cards, 
are  sold  by  the  manufacturer;  the  game  of  cribbage  is  taxable  as  a  whole,  although 
it  consists  partly  of  playing  cards  on  which  a  tax  has  been  paid;  card  eames  to  be 
played  by  adults  as  well  as  children,  other  than  ordinary  playing  caras,  are  sub- 
feet  to  the  tax.    (T.  D.  2719;  Art.  XVII.) 

Inventories  and  returns. 

Manufacturers  and  importers  of  pla3ring  cards  required  to  render  sworn  inventory, 
in  duplicate,  on  or  before  October  81,  1917,  showing  number  of  packs  of  caids  and 
number  of  stamps;  on  October  31,  1917,  or  ten  days  thereafter,  return  covering 
period  October  4  to  31  required,  which  return  must  be  rendered  for  each  subsequent 
month  on  last  day  thereof,  or  on  or  before  10th  day  of  succeeding  month,  until  sup- 
ply of  stamps  at  old  rate  is  exhausted;  verification  of  inventories  and  returns. 
(T.  D.  2538;  Oct.  10,  1917.) 

Stamp  taxes. 

Additional  tax  imposed  by  Title  VIII,  Schedule  A,  act  of  October  3,  1917,  does 
not  apply  to  cards  manufactured  and  removed  tax  paid  prior  to  October  4,  in  hands 
of  jobbers  and  retail  dealers^  unless  packs  to  which  stamps  are  affixed  have  been 
broken  and  cards  repacked  m  new  cases,  in  which  event  dealers  so  packing  same 
would  be  liable  to  tax  as  in  case  of  original  manufacturer  under  provisions  of  T.  D. 
1100.     (T.  D.  2538;  Oct.  10, 1917.    T.  D.  2543;  Oct.  19,  1917.) 

Additional  tax  upon  playing  cards^  imposed  under  subdivision  13  of  Schedule  A, 
act  of  October  3, 1917,  became  effective  on  and  after  October  4,  1917,  but  this  addi- 
tional tax  attaches  only  to  playing  cards  manu&tctured  or  imported  and  sold  or 
removed  for  sale  on  and  after  that  date,  and  is  to  be  paid  by  the  manufacturers  or 
importers;  such  tax  does  not  apply  to  tax-paid  stocks  in  hanos  of  wholesale  or  retail 
dealers,  who  may  sell  all  cards  tax  paid  at  2  cents  under  act  of  August  28^  1894. 
which  they  had  on  hand  on  October  4, 1917,  without  incurring  liability  to  additional 
tax.    (T.  D.  2543;  Oct.  19,  1917.) 

PI^BASTTBB  CLtTBS. 

See ''Social  Clubs.'! 


Digitized  by  VjOOQIC 


PLEDGES — ^POBTO  RICO.  503 

FLBDGBS. 

See  "Collateral  Security/* 

POUTIOAIi  SUBDIVISIONS. 

Deflnitlozi. 

Term  *'^litical  subdivision/'  as  used  in  article  83  of  Reeuladons  No.  33,  relatiiiff 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  division  of 
the  State  made  by  proper  authorities  uiereof  acting  within  their  constitutional 
powers  for  purpose  of  carrying  out  portions  of  those  functions  of  State  which  by  long 
usage  and  mherent  necessities  of  government  have  always  been  regarded  as  public; 
the  term  includes  special  assessment  districts  so  created,  such  as  road,  water,  sewer, 
gas,  light,  reclamation,  drainage^  irrigation,  levee,  school,  harbor,  port  improve- 
ment, and  similar  districts  and  divisions  of  State.    (T.  D.  2715;  May  20, 1918.) 

POOL  TABLES  AND  BALLS. 

Admiasioiui,  tax  on. 

Where  an  admission  chaige  in  form  is  made,  but  in  fact  is  merely  payment  for 
privilege  of  usin^  certain  equipment,  such  as  pool  tables,  admission  is  incidental 
to  privOege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of  Octo- 
ber 3, 1917,  does  not  apply.    (T.  D.  2681;  Mar.  26, 1918.) 

Excise  taxes. 

The  tax  imposed  by  section  600  (f )  of  the  act  of  October  3, 1917,  is  3  per  cent  of  the 
price  for  which  pool  balls  and  tables  are  sold  by  the  manufacturer.  (T.  D.  2719; 
Art.  XVII.) 

Occupational  taxes. 

Fool  tables  are  exempt  under  act  of  September  8,  1916,  if  tax  would  fall  upon 
State  treasury;  othen^dse  tax  is  due  on  account  of  pool  tables  in  State  armories, 
fire  houses,  etc.,  and  also  in  clubs,  fraternity  houses,  lodge  halls,  charitable  institu- 
tions, Y.  M.  G.  A.  buildings,  hotels,  boarding  houses,  etc.  (T.  D.  2462;  Feb.  16, 
1917.) 

Special  taxes— Post  exchanges. 

Where  post  exchanges  are  under  complete  control  of  the  Secretary  of  the  Navy 
as  governmental  agencies  they  are  not  liable  to  special  tax  on  account  of  billiard 
or  pool  tables  or  bowling  alleys  operated  by  thom.    (T.  D.  2439;  Jan.  27, 1917.) 

POBTO  BICO. 

OoUections  of  internal  revenue — Accounting. 

Instructions  relative  to  accounting  for  coUectionB  from  sales  of  stamps  to  be 
affixed  to  articles  subject  to  internal-revenue  tax  received  from  Porto  Rico,  as  per 
notice  on  internal-revenue  Form  471.    (T.  D.  2482;  Apr.  12, 1917.) 

Denatured  alcohol— Imports. 

Where  alcohol  of  not  less  than  180^  proof  is  brought  from  Forto  Bico  for  denature 
ation,  same  may  be  transferred  to  an^  central  denaturing  bonded  warehouse  free  ot 
tax  upon  filing  stated  bond,  which  is  to  be  given  in  duplicate  by  warehouse  pro- 
prietor, with  sureties  satisfactory  to  collector  and  in  penal  sum  of  not  less  tnaji 
tnple  the  amount  of  tax  and  in  no  case  less  than  $5,000,  one  copy  of  bond  to  be 
retained  by  collector  and  one  copy,  with  his  approval  indorsed  tnereon,  to  be  for- 
warded to  ConmiisBioner  of  Internal  Revenue;  instructions  as  to  application  for 
transfer  of  alcohol;  alcohol  transferred  will,  upon  arrival,  be  carefully  inspected 
and  reported  on  monthly  statement  (Form  575);  such  alcohol  will  be  denatured 
and  accounted  for  in  same  manner  as  other  alcohol  received  for  like  j;>un)ose.  (T.  D. 
2575;  Nov.  5,  1917.)  This  decision  applies  to  alcohol  produced  in  Porto  Rico  on 
or  after  October  4,  1917,  only;  decision  further  modified  so  as  to  permit  giving  of 
bond  in  penal  sum  of  not  lees  than  actual  amount  of  tax  at  rate  of  $2.20  per  proof 
gallon,  and  in  no  case  less  than  $5,000,  except  that  in  case  of  alcohol  withorawn  by 
scientific  or  educational  institution  under  section  S297,  Revised  Statutes,  bond 
abaH  be  for  penal  sum  of  not  less  than  double  amount  of  tax  at  rate  of  $2.20  per  gal- 
km.    (T.  D.  2641;  Jan.  28, 1918.) 
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Estate  tax. 

Section  200  of  the  act  of  September  8,  1916,  defines  the  United  States  as  includ- 
ing continental  United  States,  Alaska,  and  Hawaii;  under  this  definition,  property 
in  the  United  States  of  deceased  residents  of  Porto  Rico  or  the  Philippine  Islands 
is  taxable  as  the  property  of  nonresidents,  though  the  tax  is  not  imposed  in  Porto 
Rico  or  the  Philippine  Islands.    (T.  D.  2378;  Art.  II.) 

Bxdae  taxes. 

Taxes  imposed  by  sections  313,  315,  and  600  of  act  of  October  3,  1917,  apply  to 
articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  else- 
where in  the  United  States  than  in  a  State,  and  to  articles  sold  in  comm?rce  between 
United  States  and  auy  of  its  islands  or  other  possessions  except  the  West  Indian 
Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Affidavit  containing  itemized  list  of  articles  sold  in  foreign  commerce  upon  which 
tax  has  been  paid,  giving  names  of  consi^ees,  destination,  aiaount  of  tax,  month 
in  which  paid,  and  statement  that  goods  were  actually  delivered  to  consignee 
named  in  a  foreign  country  or  the  Philippine  Islands  or  Porto  Rico,  punniant  to 
sale  by  claimant  by  one  of  the  methods  recognized  in  T.  D.  2781,  and  that  affiant 
has  received  advice  to  the  effect,  may  be  accepted  as  satisfactory  evidence  in  sup- 
port of  claim  for  recovery  back  of  excise  taxes  paid  imder  Title  VI  of  the  act  of 
October  3,  1917,  in  cases  where  because  of  number  of  shipments  and  small  amount 
of  tax  involved  in  each  it  is  impracticable  to  furnish  copies  of  invoices  covering 
goods  sold,  ship's  receipts,  or  copies  of  through  bills  of  lading.  (T.  D.  2785;  Jan. 
23,  1919.) 

Taxes  imposed  by  sections  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  territory 
elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from  United  States 
to  any  of  its  island  or  other  possessions,  including  the  Canal  Zone,  except  that 
under  acts  of  Congress  articles  going  from  United  States  into  the  West  Indian  ' 
Islands,  or  into  the  Philippine  Islands  or  Porto  Rico,  are  exempt  to  same  extent  as 
articles  exported  from  a  State  to  a  foreign  country.    (T.  D.  2781;  Dec.  20,  1918.) 

Stamp  taxes. 

Parcel-post  packages  mailed  in  this  country  to  Porto  Rico  and  such  packages 
mailed  in  Porto  Rico  to  other  points  therein  are  not  eubject  to  stamp  tax.  (T.  D. 
2599;  Dec.  3,  1917.) 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and, 
although  time  drafts  covering  shipments  to  the  Yii^^n  Islands,  the  Philippine 
Islands  and  Porto  Rico  are  not  suDJect  to  the  tax,  time  droits  covering  articles 
shipped  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islimds  or 
Porto  Rico  must  be  stamped  upon  coming  into  the  United  States;  T.D.  2739  modified. 
(T.  D.  2782;  Dec.  24,  1918.) 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October  3, 
1917,  when  delivered  within  territorial  jurisdiction  of  United  States^  and  not  other- 
wise, is  applicable  to  time  drafts  used  between  the  territorial  junsdiction  of  the 
United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territory  of  Alaska)  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not.  (T.  D.  2795: 
•    Feb.  26,  1919.) 

Tranaportation  tax. 

Transportation  of  property  by  water  from  port  of  the  United  States  to  Porto  Rico, 
Philippme  Islands,  the  Virgin  Islands,  and  the  Canal  Zone  is  not  subject  to  trans- 
portation tax  imposed  by  section  500  of  act  of  October  3,  1917;  rail  traxufportatian  of 
property  from  interior  point  in  United  States  for  transhipment  to  Philippine 
Islands,  Porto  Rico,  and  Virgin  Islands  is  transportation  of  property  ''consigned 
from  one  point  in  the  United  States  to  another,"  but  is  exempt  from  internal  revenue 
taxes  by  reason  of  special  acts  of  Congress;  such  transportation  of  property  destined 
to  the  Canal  Zone  is  not  exempt.    (T.  D.  2795;  Feb.  26, 1919.) 

Wines— Exports. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  shipped  to  Porto 
Rico,  the  Philippine  Islands,  and  to  the  Panama  Canal  Zone,  free  of  tax;  like 
exemption,  however,  does  not  apply  to  shipments  to  the  island  of  Guam.    (T.  D. 
2387;  Oct.  30,  1916.)    For  regulations,  see  T.  D.  2416,  Dec.  12,  1916:  T.  D.  2505,  . 
June  25,  1917.  e  ,  .  ,         , 
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POST  EXCHANOB8. 

Billiaxd  tables,  etc. — Special  tax. 

Where  post  exchanges  are  under  complete  control  of  the  Secretary  of  the  Navy 
as  governmental  agencies  they  are  not  liable  to  special  tax  on  account  of  billiard  or 
pool  tables  or  bowling  alleys  operated  by  them.    (T.  D.  2439;  Jan.  27, 1917.) 

Cigars,  tobacco,  etc.— Floor  taxes. 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  business  Octobsr 
3,  1917,  at  post  exchanges  at  Army  camps  are  not  subject  to  floornatock  taxes  im- 
posed by  section  403  of  act  of  October  3,  1917.    (T.  D.  2584;  Nov.  20,  1917.) 

POST  OFFICE. 

Estate  tax — ^UaiHng  notice  of  excessive  payment. 

''Time  of  notification,"  within  section  207  of  the  estate-tax  law,  Title  II,  act  of 
September  8^  1916,  is  the  date  on  which  notice  of  the  amount  of  such  ''excess  part 
of  the  tax''  is  received  by  the  executor,  whether  such  notice  is  given  by  mau  or 
otherwise.    (T.  D.  2770;  Nov.  6, 1918.) 

Income  taxes— Mailing  returns. 

If  return  is  made  and  placed  in  the  United  States  mail,  properly  addressed,  and 
postage  paid  in  ample  time,  in  due  course  of  mail,  to  reach  office  of  collector  or 
deputy  collector,  on  or  before  last  due  date,  no  penalty  will  attach  should  return 
not  be  actually  received  by  such  officer  until  subsequent  to  that  date.  (T.  D.  2690; 
art.  52.) 

'When  last  due  date  for  filing  return  falls  on  Sunday  or  a  le^  holiday,  the  last 
due  date  will  be  held  to  be  day  following  such  Sunday  or  legalholiday ,  and  return 
diould  be  made  not  later  than  such  following  day,  or,  if  nlaced  in  the  mailsj  it  should 
be  nested  in  ample  time  to  reach  collector's  office  unaer  ordinary  handhng  of  the 
maus,  on  or  before  date  on  which  return  is  required  to  be  filed.-  (T.  D.  2690;  art. 
219.) 

Where  return  is  made  and  placed  in  United  States  mails  in  due  course,  properly 
addresBed,  and  postage  paid,  in  ample  time  to  reach  office  of  collector  or  deputy  col- 
lector on  or  before  such  due  date,  no  penalty  attaches  should  return  not  be  actually 
received  until  subsequent  to  that  date;  where  question  is  raised  as  to  whether  or 
not  return  was  postea  in  ample  time,  envelope  in  which  return  was  transmitted 
diould  be  preserved  by  collector  and  forwarded  to  CommiBsioner  of  Internal  Reve- 
nue with  the  return.    (T.  D.  2690;  art.  220.) 

Parcel  post— Stamp  taxes. 

Parcel-post  packages  mailed  in  this  country  to  Porto  Rico  and  such  pacl 
mailed  in  Porto  Rico  to  other  points  therein  are  not  subject  to  stamp  tax.    (T. 
2699;  Dec.  3, 1917.) 

POULTBY  FABMa 

Income-tax  returns. 
See  "Farmers." 

POWER  OF  APPOINTMENT. 
Estate  tax. 

Where  decedent  exercises  general  power  of  appointment  as  donee  under  will  of 
prior  decedent,  property  so  passing  is  portion  of  gross  estate  of  decedent  appointor; 
when  property  is  transferred  by  special  or  limited  power  of  appointment,  question 
of  taxability  will  depend  upon  terms  of  instrument  by  which  donee  of  power  acts, 
and  facts  in  any  such  case  should  be  reported  fully  to  Commissioner.  (T.  D.  2477; 
Apr.  7,  1917.) 

Property  passing  under  general  power  of  appiointment,  where  the  construction 
and  effect  of  the  power  and  the  rights  of  the  parties  thereunder  are  governed  by  the 
laws  of  Pennsylvania,  should  not  be  included  in  the  gross  estate  of  the  decedent 
exercising  the  power  in  a  case  arising  under  Title  II  of  the  revenue  act  of  1916. 
(T.  D.  3088;  Oct.  30, 1920.    Ct.  Dec.) 
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POWER  OF  ATTOBNBY. 

Inoome  taxes — Beturmi. 

Fiduciary  relationship  for  purposes  of  income  tax  can  not  be  created  by  po-wer  of 
attorney;  agent  with  authority  to  effect  leases  with  tenants  entirely  on  ms  o^vm  re- 
sponsibility, paying  all  chaiges  in  connection  with  property  out  of  rent  funds,  merely 
turning  over  net  profits  to  principal  by  virtue  of  authority  conferred  by  power  <k 
attorney,  is  not  a  fiduciary  within  the  income  tax  law;  in  all  cases  where  no  le^al 
trust  has  been  created  in  the  estate  controlled  by  the  agent  and  attorney  liability 
under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.  29.) 

Copies  of  returns  on  file  in  Commissioner's  ofiice  may  not  be  sent  to  any  person, 
except  corporation  itself  or  to  its  duly  authorized  attorney;  duly  authorizea  attorney 
for  this  purpose  is  one  possessing  properly  executed  power  of  attorney  in  writing  by 
corporation,  which  designation  snail  be  signed  by  two  officers  of  corpoiatioii  an<i 
bear  impress  of  the  seal.    (T.  D.  2690;  art.  226.) 

Stamp  tax. 

No  stamp  tax  is  imposed  upon  power  of  attorney  in  transfer  by  assignment,  abso- 
lute or  as  collateral  security,  of  interest  in  contract  of  insurance,  if  power  of  attorney 
grants  authority  to  do  or  perform  only  such  acts  for  or  in  behalf  of  assignor  as  are  other- 
wise vested  In  assignee.    (T.  D.  2599;  Dec.  3, 1917.) 

FBECIOUS   METALS  AND   STONES. 
Exdae  taxee. 

Jewelry  includes  ornaments  made  of  gold,  silver,  or  platinum,  or  any  imitation 
thereof,  and  precious  or  semi-precious  stones,  or  imitations  thereof,  used  lor  personal 
adornment;  rulings  as  to  vanity  boxes,  cigarette  cases,  loi^ettes,  buckles,  and  other 
articles  as  constituting  jewelry  when  intended  to  be  carried  on  the  person  and  made 
wholly  or  in  part  from  gold,  silver,  or  platinum,  or  having  appearance  thereof. 
(T.  D.  2719;  Arts.  XIII,  XIV.) 

Watches  not  used  solely  for  utility  purposes  are  taxable  under  section  600  (e)  of 
the  act  of  October  3, 1917;  a  watch,  irrespective  of  how  it  is  to  be  worn,  is  taxable  as 
jewelry  if  its  case  or  any  attachment  sold  with  it  is  ornamented  with  precious  or 
semi-precious  stones  or  with  any  ornamentation  other  than  engraving  or  engine 
turning;  a  watch,  whether  or  not  otherwisedtaxable,  is  subject  to  tax  if  sold  with  a 
metal  bracelet;  a  wrist  watch  is  not  subject  to  tax  when  sold  with  a  leather  band, 
webbing,  or  silk  ribbon,  if  neither  the  watch  nor  such  attachment  is  ornamented 
wiUi  precious  or  semi-precious  stone  or  otherwise  than  by  engraving  or  engine  turn- 
ing.   (T.  D.  2719;  Art.  XV.) 

Parts  of  jewelry,  including  mountings,  unsetstones,  and  pearls  temporarily  strung, 
are  not  taxed  when  sold  for  further  manufacturine  and  ressue,  but  are  when  sold  to  a 
customer  for  personal  use;  where  manufacturer  mounts  diamonds  belonging  to  a 
jeweler,  latter  is  liable  to  tax  on  entire  article  as  producer,  but  where  jeweler  pro- 
vides mounting  for  private  customer's  stone,  he  should  pay  tax  on  price  of  mountmg. 
(T.D.  2719;  Art.  XVI.) 

PBEMIUMS. 
InBurance. 

See  "Insurance." 

PBEPABED   SntXJP. 

Definition. 

A  "prepared  sirup  "  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 
1917,  is  a  simple  sirup  with  flavoring  amd  perhaps  other  materials.  (T.  D.  2719;  Art. 
XXIX.) 

PBESCBIPTIONS. 

See  "Physicians." 

PBESIDENT  OF  UNITED   STATES. 
Xncome  taxes. 

Compensation  of  President  of  United  States  for  term  for  which  he  is  elected,  be- 
ginning March  4, 1917,  shall  not  be  included  as  income  for  purposes  of  income  tax 
under  act  of  October  3, 1917  (such  compensation  being  subject  to  tax  under  the  act 
of  September  8, 1916).    (T.  D.  2690;  art.  5;  see  T.  D.  3037.) 
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PBSWAB  PERIOD. 
Definition. 

The  term  "prewar  period/'  as  used  in  war  excess  profits  tax  regulations,  means  the 
calendar  years  1911,  1912,  and  1913,  or  if  a  corporation  or  partnership  was  not  in 
existence  or  an  individual  was  not  engaged  in  the  trade  or  business  during  the  whole 
of  such  three  years,  then  as  many  of  such  years  during;  the  whole  of  which  the  cor- 
poration or  partnership  was  in  existence  or  the  individual  was  engaged  in  the  trade 


or  business,  and  unless  otherwise  indicated  by  the  context,  term  will  be  deemed  to 


I  by  me 
be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  6.) 

PRINCIPAL  AND   AOENT.      . 

See  "Brokers";  "Exchanges." 
AdmiaaionB  tax — Collection. 

Corporation  conducting  dance  hall  is  agent  of  Government  to  collect  tax  on 
admissions,  and  when  T.  D.  2590  was  complied  with  it  is  not  liable  for  failure  to 
collect  the  tax  until  such  time  as  it  had  actual  or  constructive  notice  of  the  modifi- 
cation of  T.  D.  2590  by  issuance  of  Regulations  No.  43.    (T.  D.  2782;  Dec.  24, 1918.) 

Capital  stock  tax — ^BetumB. 

Returns  must  be  signed  by  agent  or  attorney  or  other  principal  officer  in  charge 
of  United  States  branch  of  foreign  corporation.  (T.  D.  2750,  Appendix  B;  Aug.  9, 
19i8.) 

Returns  must  be  si^ed  and  verified  by  agent  or  attorney  or  other  principal 
officer  in  charge  of  United  States  branch  of  foreim  corporation  and  must  be  sworn 
to  before  an  officer  authorized  to  administer  oaths,  and  seal  of  attesting  officer,  if 
he  is  required  to  have  a  seal,  must  be  impressed  on  return  in  space  provided  for 
that  piurpose.    (T.  D.  2750,  Appendix  B;  Aug.  9,  1918.) 

Carriers'  agents. 

All  taxes  imposed  by  section  500  of  the  act  of  October  3, 1917,  shall,  as  and  when 
the  charges  are  collected,  be  paid  to  and  collected  by  the  officers,  agents,  or  other 
employees  of  the  carrier  who  collect  such  charges.    (T.  D.  2676;  Mar.  18, 1918.) 

Whenever  one  carrier  collects  charges  for  freieht  transportation  performed  in  part 
by  or  on  behalf  of  another  carrier  or  carriers,  such  carrier  shall  collect  tax  applicable 
to  such  taxable  charge  or  charges  and  return  and  remit  to  proper  collector  of  internal 
revenue  the  total  tax  collectea;  whenever  a  chaise,  in  connection  with  a  terminal 
or  water  service,  is  paid  by  one  carrier,  acting  for  the  consignor  or  consignee,  to 
another  carrier,  tax  appUcable  shall  be  paid  by  former  carrier  to  latter  earner,  who 
shall  return  and  remit  the  same.    (T.  D.  2676;  Mar.  18,  19T8.) 

Officers,  agents,  and  other  employees  of  carriers,  shall  cause  to  be  assembled  for 
each  calendar  month,  at  general  offices  of  carriers,  summaries  showing  aggr^te 
taxes  collected  as  well  as  summaries  of  all  tax  adjustments;  such  summaries  shall 
show  aggregate  taxes  of  each  class  collected,  as  called  for  by  Form  727,  and  total 
amount  deducted  for  adjustments  on  account  of  overcharges  as  called  for  by  such 
*  Form,  and  difference  between  the  two  items  shall  be  amount  to  be  reported  to  col- 
lector.    (T.  D.  2676;  Mar.  18,  1918.) 

Agents  of  carriers  authorized,  in  adjusting  overcharges  and  undercharges,  to  adjust 
taxes  accordingly;  adjustment  of  tax  where,  after  collection  of  charge  and  tax,  it 
is  claimed  that  chaise  is  entitled  to  exemption,  not  authorized;  all  adjustments 
must  be  recorded  and  reported  and  must  be  supported  by  such  evidences  as  will 
substantiate  correctness  Inereof,  which  evidences  must  be  kept  in  respective  offices 
through  which  adjustments  are  made.     (T.  D.  2676;  Mar.  18,  1918.) 

Bstate  tax — Duties  of  coxporation  transfer  agents. 

Transfer  agents  of  corporate  stock  or  bonds,  receiving  into  possession  for  transfer 
purposes  mica  personality  of  nonresident  decedent,  may  not  release  to  foreign  admin- 
istrator or  executor  or  foreign  beneficiary  any  property  within  this  country  at  time 
of  decedent's  death  until  after  tax  due  has  been  paid  or  ancillary  letters  have  been 
taken  out  or  otherwise  provision  has  been  made  by  estate  for  satisfaction  of  tax  lien. 
(T.  D.2454;  Feb.  28, 1917.) 

Where  tnnsfer  of  stock  or  bonds  or  payment  of  dividends  or  interest  theretofore 
legal  property  of  decedent,  whether  resident  or  nonresident,  is  made  to  or  upon  order 
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Estate  tax— Duties  of  corporation  transfer  agents — Continued. 

of  an  executor  or  administrator,  acting  under  letters  granted  in  the  United  SlAtes, 
Hawaii,  or  Alaska,  the  corporate  agent  or.  officer  will  not  be  required  to  file  the 
30-(lay  notice,  make  return,  or  pay  tax.    (T.  D.  2490;  May  14, 1917.) 

The  30-day  notice  must  bo  filed  when  the  corporation,  its  transfer  agent,  register, 
or  paying  agent  is  called  upon  to  make  transfer  of  stock  or  bonds,  or  to  pay  interest 
or  dividends  to  anv  person  succeeding  in  right  thereto  a  stockholder  or  Dondholder 
who,  since  September  8, 1916,  has  died  domiciled  outside  the  United  States,  Hawaii, 
Alaska,  unless  such  successor  in  interest  is  an  executor  or  administrator  of  the  de- 
cedent, acting  under  letters  granted  within  the  United  States,  Hawaii,  or  Alaska. 
(T.  D.  2490rMay  14,  1917.) 

The  30-day  notice  will  show  the  name  and  address  at  time  of  the  nonresident  de- 

.    cedent,  and  description  and  valuation  of  the  property  to  be  transferred  or  paid,  and 

the  name,  designation,  and  address  of  the  person  to  whom  transfer  or  payment  is 

made,  and  will  be  signed  by  the  proper  officer  or  agent  of  the  corporation.    (T.  D. 

2490;  May  14,  1917.) 

The  30-day  notice  must  be  filed  for  dividends  declared  prior  to  the  day  of  death 
and  for  interest  payable  after  death  to  the  extent  of  the  portion  accrued  to  the  day 
of  death,  and  if  notice  be  filed  either  within  30  days  from  death  or  immediately 
upon  receipt  of  order  for  transfer  or  payment,  transfer  or  payment  need  not  be 
postponed]  if  tax  is  not  paid  within  l^al  period  proceedings  wiU  be  instituted 
under  section  208  of  the  act  of  September  8, 1916,  for  the  sale  of  the  property  and  the 
payment  of  the  tax.    (T.  D.  2490;  May  14, 1917.) 

Transfer  agents  who  have  orders  for  transfer  of  stock,  standing  in  name  of  non- 
resident decedent  may,  instead  of  following  procedure  prescribed  in  T.  D.  2490, 
forward  Form  706  to  its  foreign  office  or  to  its  representative  in  foreign  countries, 
with  instructions  that  foreign  executor,  administrator,  or  beneficiary  <»  estate  ehall 
execute  complete  return  on  such  Form  706  of  all  property  belonging  to  decedent, 
situate  in  United  States,  including  shares  of  stock  in  domestic  corporation;  such 
return  to  be  subscribed  and  sworn  to;  personal  representative  must  forward  inventory 
filed  in  foreign  countrYi  and  transfer  agent  will  check  return  against  inventory  and 
send  return  to  Commissioner  of  Internal  Bevenue  with  certificate  that  property 
disclosed  by  inventory  to  be  situated  in  United  States  has  been  included  in  return: 
two  copies  of  return  will  be  forwarded  to  collector  who  will  make  assessment,  ana 
upon  payment  will  send  certified  and  receipted  copy  of  return  to  transfer  i^i^t; 
notice  on  Form  704  and  Form  714  must  be  filed  with  collector  as  heretoftne.  (T.  D. 
2708;  Apr.  26,  1918.) 

Belease  of  property  by  local  agent. 

lx)cal  agent,  representative,  etc.,  may  not  release  to  foreign  administrator  or 
executor  or  foreign  beneficiary,  property  within  this  country  at  time  of  decedent's 
death  until  either  tax  due  has  been  paid  or  ancillary  letters  nave  been  taken  out  or 
otherwise  provision  has  been  made  for  satis&Ktion  of  tax  lien;  foreign  administrator 
or  executor  will  not  be  recognized  as  relieving  others  in  charge  of  aecedent's  prop- 
erty from  responsibility  for  satisfying  requirements  of  act  unless  and  until  he  has 
made  return  and  tendered  payment  of  tax  due;  application  of  ruling  to  other  custo- 
dians of  property  in  this  country.    (T.  D.  2454;  Feb.  28,  1917.) 

Excess  profits  tax. 

Agents  and  brokers  requiring  and  using  no  capital  or  merely  a  nominal  capital  in 
their  business  are  taxable  under  article  15  of  lobulations  No.  41,  but  commisfflon 
houses  regularly  employing  substantial  amoimt  oi  capital,  whether  to  lend  to  prin- 
cipals or  to  carry  goods  on  tneir  own  account,  are  not  deemed  to  be  agents  or  brokers 
and  are  taxable  under  provisions  of  article  16.    (T.  D.  2694;  art.  73.) 

Excise  taxes — Commissions. 

Commissions  to  agents  and  other  expenses  of  sale  are  not  deductible  from  price 
in  computing  same  for  purpose  of  tax  imposed  by  section  600  of  the  act  of  October 
3,  1917.    (T.  D.  2719;  Art.  III.) 

-^>-  Manufacturing  agent. 

A  person  who  is  employed  to  make  an  article  and  receives  for  it  the  cost  of  mate- 
rials and  labor  plus  specified  profit  shall  be  considered  a  manu^turing  aeent,  and 
the  person  who  nrocures  the  preparation  of  the  article  will  be  considerea  tue  manu- 
facturer.   (T.  D.  2719;  Art.  XXI.) 
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Excise  taxes— Continued. 
Sales  by  agents. 

Where  affent  of  manuiactuTer  makes  a  sale,  it  is  to  be  treated  as  a  sale  of  the  manu* 
facturer;  if  the  manufacturer  nominally  sells  an  article  to  a  sales  agent  or  sales 
agency,  but  retains  interest  in  profits  from  resale,  taxable  sale  is  that  made  by 
sales  agent  or  agency,  rather  than  nominal  sale  by  manufacturer  to  agent  or  agency. 
(T.  D.  2909;  Aug.  11, 1919.    Art.  V  of  Regulations  44  amended.) 

Where  so-called  sales  agent  or  distributor  is  separate  corporatian,  and  sale  to  it  is 
absolute,  and  at  prices  such  as  ordinarily  obtain  between  persons  dealing  at  arm's 
length,  with  no  furliier  payment  or  benefit  accruing  to  inanufacturer  upon  re^le 
or  otherwise  except  receipt  of  dividends  on  stock  lioldines,  taxable  sale  is  that 
made  by  manufacturer  to  such  sales  corporation,  even  thougn  all  or  substantially  ail 
of  the  stock  of  such  sales  corporation  is  held  by  or  for  benefit  of  manufacturer.    (Id . ) 

Where,  however,  there  exist  fiicts  and  circumstances  which  tend  to  establish 
rolationsnip  of  principal  and  agent  between  manufacturer  and  sales  corporation, 
taxable  sale  is  that  made  by  sales  corporation.    (Id.) 

Mere  ownership  of  majority  or  all  of  stock  of  sales  corporation  by  manufacturer, 
without  more,  is  not  sufficient  to  establish  relationship  ofprincipal  and  iwent;  same 
rule  applies  in  case  of  selling  corporation  which  owns  substantially  all  of  the  stock 
of  the  manufacturing  corporation.    (Id.) 

Fiduciaries  distinguished  from  agent. 

There  may  be  a  fiduciary  relationship  between  an  agent  and  a  principal,  but  the 
word  ' 'agent' '  does  not  denote  a  ''fiduciary' '  within  the  meaning  of  the  income-tax 
law.    (T.  D.  2690;  art.  29.) 

Inconie  taxes — Claims. 

Claims  for  refund  of  assessed  tax  and  penalties  must  be  made  out  upon  Form  46  and 
all  fiicts  relied  upon  in  support  of  claim  should  be  clearly  set  forth  under  oath,  claim 
to  be  supported  by  affidavit  of  deputy  collector  of  proper  division  and  by  certificate 
of  collector  showing  certain  specified  matters;  affidavit  may  be  made  by  agent 
of  party  assessed ,  but  in  such  case  power  of  attorney  must  accompany  claim.  (T.  D. 
2690;  arts.  265,  266.) 

Commissions  of  insurance  agents. 

Commissions  on  renewal  premium  for  insurance  received  by  agents  on  account 
of  business  written  is  income  to  be  accounted  for  aa  such  and  for  calendar  year  of 
its  receipt.    (T.  D.  2690;  art.  4.) 

< Exemptions. 

Farmers',  Iniit  growers',  or  like  association,  organized  and  operated  as  a  sales 
agent  to  market  products  of  its  members,  in  order  to  come  within  the  exemption 
provided  in  paragraph  eleventh  of  section  11  of  the  act  of  September  8,  1916,  as 
amended,  must  establish  to  satisfaction  of  collector  or  Commissioner  of  Int^iial 
Kevenue  &ct  that  for  their  own  account  they  have  no  net  income  and  that  entire 
proceeds  of  marketing  products  of  their  members  less  necessary  expenses  are  turned 
back  or  paid  to  members  on  basis  of  quantity  of  produce  fumidied  dv  them,  quality 
and  grade  being  considered,  as  purchase  price  of  such  produce.    (T.  D.  2690 ;  art.  75.) 

If  in  course  of  their  business  formers ',  fniit  growers ',  or  like  association,  organized 
and  operated  as  sales  ag;ent  to  market  products  of  its  members,  purchase  mr  cash 
at  a  stipulated  price  articles  of  produce  with  view  to  selling  them  for  (jain,  they  will 
be  required  to  make  returns  of  annual  net  income  and  include  theiem  for  purpose 
of  tax  all  income  derived  from  such  transaction.    (T.  D.  2690;  art  76.) 

• Information  at  source. 

Wherever  a  foreign  country  or  foreign  corporation  iosuing  bonds  has  appointed  a 
paying  agent  in  this  country,  charged  with  duty  of  paying  interest  ui>on  such  bonds, 
such  agent  shall  be  source  of  information;  if  such  country  or  corporation  has  no  such 
a^nt,  then  last  bank  or  collecting  agent  in  this  countr^r  shall  he  source  of  informa- 
tion; in  case  of  dividends  on  stock  of  foreign  corporatioii,  first  bank  or  collecting 
agent  accepting  such  item  for  collection  shaUbe  source  of  informatbn.  (T.  D.  2769: 
S;t.2,1918.) 
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licenses. 

All  persons,  corporations,  etc.,  undertaking,  as  matter  of  business  or  for  profit, 
collection  of  foreign  payments  of  interest  on  dividends  b;^  means  of  coupons,  cnecka, 
or  bills  of  exchange,  snail  obtain  license  from  Commissioner  of  Internal  Revalue, 
as  prescribed  by  section  9  (b)  of  the  act  of  September  8,  1916,  as  amended;  each 
licensee  shall  write  or  stamp  on  the  face  of  the  item:  ''Information  obtained  and 
furnished  by  (name  of  collecting  agent).'*    (T.  D.  2690;  art.  48.) 

Banks  or  agents  collecting  foreign  items  required  to  obtain  license  from  Commis- 
sioner of  Internal  Revenue  to  engage  in  such  business  and  are  subject  to  such  reg:ula- 
tionsfor  furnishing  of  information  as  the  Commissioner,  with  approval  of  Secretary  of 
the  Treasury,  shaD  prescribe,  and  to  penalties  prescribed  by  failure  to  obtain  such 
license.    (T.  D.  2759;  Oct.  2,  1918.) 

Net  income. 

Car-trust  certificates  secured  by  equipment  are  obligations  of  railroad  company, 
similar  to  corporate  bonds,  etc.,  and  trustees  in  whose  names  legal  title  to  equip- 
ment stands  are  not  an  association  within  meaning  of  Title  I  of  the  act  of  September 
8,  1916,  as  amended  by  the  act  of  October  3,  1917,  and  are  therefore  not  taxable, 
but  the^  are,  "for  purposes  of  such  title,  a  fiscal  agent  paying  off  the  obligations, 
both  principal  and  interest,  of  railroad  companies  with  funds  appropriated  by  such 
companies;  companies  may  mortgage  such  certificates  in  amount  of  bonded  or 
other  indebtedness  reported  under  item  2  of  return,  Form  1031,  and  interest  paid 
thereon  with  interest  on  other  obligations  will  be  deductible;  if  certificates  contain 
provision  by  which  obligor  agrees  to  pay  portion  of  tax  imposed  upon  obligee,  op 
reimburse  obligee  for  any  portion  of  tax,  or  pay  interest  without  deduction  for  any 
tax,  trustees,  in  making  mterest  payments  wiU,  in  absence  of  claims  for  exemption, 
where  interest  payments  are  made  to  individuals,  withhold  normal  income  tax  on 
such  payments  regardless  of  amount  thereof.    (T.  D.  2690;  art.  188.) 

Losses  of  insurance  companies  other  than  mutual,  but  including  mutual  life  and 
mutual  marine,  for  agency  balances,  or  other  amounts  charged  of!  as  worthless, 
and  losses  by  defalcation^  premium  notes  voided  by  lapse,  provided  such  notes 
have  at  some  time  been  included  in  gross  income  for  income-tax  purposes,  may 
be  deducted.    (T.  D.  2690;  art.  240.) 

Premiums  paid  insurance  agents. 

Premiums  paid  to  agents  of  insurance  company  but  not  remitted  to  company 
during  year  are  received  by  the  company  and  snould  be  returned  as  part  of  its  gross 
income  for  year  in  which  paid  to  its  agents.    (T.  D.  3013;  May  3,  1920.    Ct.  Dec.) 

—  Returns. 

Return  may  be  made  by  an  a^nt  when,  by  reason  of  illness,  absence,  or  noniesi- 
dence,  person  liable  for  return  is  unable  to  make  same,  agent  assunong  responsi- 
bility of  making  return  and  incurring  penalties  provided  for  intentional  false  or 
fraudulent  return.    (T.  D.  2690;  art.  22.) 

Fiduciary  relationship  for  purposes  of  income  tax  can  not  be  created  by  power 
of  attorney;  agent  with  authority  to  effect  leases  with  tenants  entirely  on  his  own 
responsibility,  paying  all  charges  in  connection  with  property  out  of  rent  funds, 
merely  tujmng  over  net  profits  to  principal  by  virtue  of^autnority  conferred  by 
power  of  attorney,  is  not  a  fiduciary  within  the  income  tax  law;  in  all  cases  where 
no  1^1  trust  has  been  created  in  the  estate  controlled  by  the  agent  and  attorney 
liability  under  the  law  rests  with  the  principal.    (T.  D.  2690;  art.  29.) 

Agent  of  nonresident  alien  is  responBible  for  correct  retium  of  all  income  accruing 
to  his  principal  within  purview  of  the  agency,  and  agent  will  be  responsible  for 
complete  return;  agency  appointment  will  determine  how  completely  the  agent 
is  substituted  for  the  principal  for  income-tax  purposes.    (T.  D.  2690;  art.  32.) 

Subsidiary  companies. 

Where  corporation  is  owner  of  all  stock  in  subsidiary  company  and  the  lesses  of 
all  its  property,  regularly  maintaining  possession,  control  and  management  of  all 
the  subsidiary's  money  and  other  property,  so  that  the  subsidiary  is  a  mere  agent 
of  the  other  corporation  and  is  practi<^y  merged  therewith,  dividendtf  of  the  sub- 
sidiary declared  out  of  a  surplus  which  accrued  prior  to  March  1,  1913,  are  not 
taxable  income  of  the  parent  coiporation.    (T.  D.  2730;  June  11, 1918.    Ct.  Dec.) 
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loeomo  taxes— Continued. 
Withholding. 

Where  dehtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  or  foreign  corporations,  hav- 
ing no  office  or  place  of  business  in  the  United  States,  or  has  withheld  no  tax  from 
citizens  or  resiaents  of  United  States,  whether  or  not  bonds  upon  which  such 
interest  accrued  contain  tax-free  covenant  clause,  exemption  certificates  filed  in 
connection  with  such  interest  payments  shall  be  transmitted  direct  to  Commis- 
sioner of  Internal  Revenue  (Sortmg  Division^  Washinston,  D.  C,  accompanied  by 
return  on  Fonn  1096,  whicn  form  shall  be  nled  monthly,  and  need  not  be  sworn 
to;  if  a  corporation  or  withholding  agent  has  withheld  tax  and  is  therefore  re- 
quired to  render  return  on  Form  1012,  revised,  all  certificates  received  shall  be 
accounted  for  on  such  monthly  return,  as  directed  by  instructions  thereon.  (T.  D. 
2687;  Apr.  1,  1918.) 

Collecting  agents^  responsible  banks  and  bankers  receiving  coupons  for  collec- 
tion with  ownership  certificates  attached  may  present  coiipons  with  original 
certificates  to  debtor  corporation  or  withholding  agent  for  collection,  or  original 
certificates  may  be  detached  and  forwarded  direct  to  Commissioner  of  Internal 
Revenue,  providing  such  agent  shall  substitute  for  such  certificate  its  own  certifi- 
cate and  snail  keep  complete  record  of  each  transaction  showing  specified  data; 
identification  of  substitute  certificate;  substitute  certificates  discontinued  with 
respect  to  ownership  certificates  presented  with  coupons  for  collection  by  nonresi- 
dent alien  individuals,  corporations,  etc.    (T.  D.  2690;  art.  43.) 

Any  income  withheld  from  citizen  or  resident  alien  in  1917  prior  to  October  3, 
1917,  except  in  case  covered  by  section  9  (c)  of  the  act  of  September  8,  1916,  as 
amended,  shall  be  released  by  withholding  agent  and  paid  over  to  individual  from 
whom  it  was  withheld  or  his  proper  legal  representative;  income  upon  which 
such  tax  was  so  deducted  and  released  requirea  to  be  included  in  return,  if  any, 
of  such  indi\ddual  for  the  purpose  of  assessment  and  collection  of  income  tax. 
(T.  D.  2690;  art.  47.) 

When  stock  in  domestic  or  resident  alien-corporation  whose  net  income  is  subject 
to  normal  income  tax  is  issued  in  name  of  another  than  nonresident  alien  corpora- 
tion^  dividends  on  such  stock  will  not  be  subject  to  withholding  of  normal  tax  under 
section  13  (f)  of  the  act  of  September  8,  1916,  as  amended,  except  when  debtor 
corporation  or  its  withholding  agent  has  knowledf;e  that  actual  owner  of  stock  is 
nonresident  alien  corporation  subject  to  withholding.    (T.  D.  2690;  art.  201.) 

Where  bonds  of  forei^  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciary,  or  by  domes- 
tic or  resident  corporations,  joint-stock  companies,  associations,  insurance  com- 
panies,* or  i)artner8nips,  ownership  certificate  lOOlA  shall  be  executed  by  actual 
owner,  or  by  his  duly  authorized  agent,  when  presenting  item  for  collection,  whether 
item  is  dividend  or  interest  payment^  except  in  case  of  foreign  country  or  foreign 
corporation  having  paying  agent  in  this  coimtry  and  issuing  bonds  containing '  'tax- 
free''  covenant  clause;  in  such  cases  paying  agent  will  withhold  normal  tax  upon 
interest  on  such  bonds,  and  ownership  certificate  Form  1000.  properly  modified  to 
show  that  debtor  has  paying  agent  in  this  country,  should  be  used,  unless  owner 
desires  to  claim  exemption,  when  Form  lOOlA  should  be  used.  (T.  D.  2769;  Oct.  2, 
1918.) 

Forei^  items  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  mdorsed  as  prescribed,  or  accompanied  by  proper  ownership  certificate, 
ffiving  all  information  called  for  by  such  certificate;  where  first  licensed  bank  or  col- 
lecting agent  is  source  of  information,  licensee  shall  attach  ownership  certificate  and 
indorse  on  item  the  words  '  'Certificate  attached  and  information  furnished,  **  adding 
*  his  name  and  address;  when  forek^  items  have  been  properly  indorsed,  certificates 
■hall  be  attached  and  forwarded  to  Commissioner  of  Intemal  Revenue  (Sorting 
Division),  Washington,  D.  C,  on  or  bg^ore  20th  day  of  month  following  that  during 
which  items  were  accepted,  accompamed  by  letter  of  transmittal  showing  number 
of  certificates  and  aggregate  amoimt  of  foreign  items  disclosed  thereon.  (T.  D. 
2769;  Oct.  2, 1918.) 

Where  interest  coupon  is  received  for  collection,  ownership  certificate  shall 
accompany  coupon  to  paying  agent  in  this  country,  or  if  there  is  no  such  agent,  then 
to  last  Dank  or  collecting  i^nt  handling  it<^n  in  ttds  country;  when  more  than  on« 
coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  prop- 
erly indorsed,  certificates  shall  be  attached  and  forward^  to  Commissioner  of  In- 
ternal Revenue  (Sorting  Division),  Washington,  D.  C»,  on  or  before  20th  day  of 
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month  following  that  during  which  itenus  were  accepted,  accompanied  b^r  letter  of 
transmittal  showing  number  of  certificates  and  aggregate  amount  of  foreign  items 
disclosed  thereon.    (T.  D.  2759;  Oct.  2.  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information!  ownership  certificate  shall  accompany  coupon  to  such  agent  or  source 
of  information,  who  shall  forward  ownership  certificate  to  Conmussioner  of  Internal 
Revenue,  in  manner  provided  where  duty  is  placed  upon  licensee,  provided  thatin 
case  ownership  certificate  Form  1000  is  used  paying  agent  shall  make  return  on 
Form  1012.    (t.  D.  2759;  Oct.  2,  1918.) 

Revenue  agents — Leave  of  abeence. 

Applications  for  leave  of  absence  required  to  be  in  writing,  or  by  telegraph  or  tele- 
phone if  emeigency  requires,  and  to  be  reported  by  revenue  agent  under  whom 
agent  or  inspector  is  assigned  to  duty;  leave  of  absence  is  subject  to  approval  of 
Commissioner  of  Internal  Revenuej  telegraph  or  telephone  cnarges  incident  to 

f>rocuring  leave  are  at  expense  of  officer  desiring  such  leave;  manner  of  reckoning 
eave  of  absence  and  extent  thereof.    (T.  D.  2369;  Sept.  12,  1916.) 

Reports. 

Use  by  revenue  agents  of  Form  629  discontinued;  Form  132  should  contain  state- 
ment of  duties  performed.    (T.  D.  2398;  Nov.  18,  1916.) 

Special  disbursing  agents  will  discontinue  reporting  on  Form  7300  the  expenaea 
incurred  in  each  State  for  miscellaneous  items  and  services  of  special  employees, 
guides,  posse  men,  and  informers.    (T.  D.  2398;  Nov.  18,  1916.} 

ShippeTB — Claim  for  refund  of  transportation  tax. 

Where  shipper,  claiming  refimd  of  transportation  tax  collected  on  property  ia 
process  of  exportation,  is  member  of  association  of  similar  shippers,  such  associa- 
tion may,  as  agent  for  first  shippers,  make  blanket  claim  on  Form  46  in  behalf  of 
individual  members;  formal  demand  of  each  shipper  must  be  attached  to  and 
forwarded  with  Fonn  46  for  refund  of  amount  to  snipper,  such  demand  showing 
total  amount  of  charges  and  total  amount  of  tax  paia  oy  each  shipper,  and  such 
demands  must  be  aggre^ted  by  association  and  securely  attached  to  claim  before 
same  is  filed  with  commissioner.    (T.  D.  2727;  June  5,  1918.) 

PRINCIPAL  AND  SURETY. 

Indemnity  or  surety  bonds. 
See  "Bonds." 

PRIVATE  HOME. 
Definition. 

The  words '  'p^rivate  home,' '  as  used  in  act  of  September  8^  1916,  were  intended  to 
be  taken  in  their  common  and  ordinary  meaning  as  describing  individual  or  family 
residences;  it  has  accordin^y  been  held  that  occupation  tax  is  applicable  to  pool 
or  billiard  tables  and  bowling  alleys  in  clubs,  fraternity  houses,  lodge  halls,  cnar- 
itabie  institutions,  Y.  M.  C.  A.  buildings,  hotels,  boarding  houses,  etc.  (T.  D. 
2462;  Feb.  16, 1917.) 

PRIVATE  RAILROADS. 

Excess  profits  tax--Consolidated  returns. 

Where  a  railroad  is  owned  by  an  industrial  corporation,  and  is  operated  as  a  plant 
facility,  or  as  an  int^ral  part  of  a  ^oup  organization  of  affilated  corporations,  and 
such  affiliated  corporations  are  required  to  file  consolidated  return,  the  return  of  such 
raih-oad  shall  be  included  therein.    (T.  D.  2662;  Mar.  6,  1918.) 

Transporting  for  hire. 

\Vhere  a  person^  corporation,  partnership,  or  association  is  engaged  in  Ipg^fin^. 
manufacturing,  mining,  or  any  other  business,  and,  for  account  of  nimself  or  itsefi 
furnishes  any  of  the  services  or  facilities  described  or  referred  to  in  subdivisions 
^a),  (b),  (c),  or  (d)  of  section  500  of  the  act  of  October  3, 1917,  and,  at  times,  for  hire, 
lurmshes  any  of  such  facilities  for  the  account  of  anv  other  person,  coix>oration, 
partnership,  or  association,  the  one  furnishing  such  facility  is  a  carrier,  and  tax 
appUes  as  respects  all  commodities  so  transported,  whether  for  his  or  its  accoiint  or 
lor  the  account  of  others.    (T.  D.  2676;  Mar.  18, 1918.) 
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PBOBABLB  CAUSE. 

Income  taxes — Claims. 

In  view  of  provisions  of  section  989,  Revised  Statutes,  protecting  collector  from 

Eerson  liability  in  case  court  certifies  that  there  was  prooable  cause  for  act  done 
y  him,  it  is  for  interest  of  collector  to  see  that  in  all  cases  wherein  judgment  is  ren- 
dered against  him,  court  shall  be  asked  to  give  certificate  of  probable  cause;  if  judg- 
ment debtor  shall  have  already  paid  amount  recovered  against  him,  claim  should 
be  made  in  his  name  and  affidavit  should  state  exact  amount  paid  by  him;  there 
should  also  be  certificate  of  clerk  of  court  in  which  judgment  was  recovered  (or 
other  satisfactory  evidence)  showing  that  judgment  has  been  satisfied  and  specity- 
ing  exact  sum  paid  in  as  satisfaction,  with  detail  of  all  items  of  cost  paid,  or  for 
which  judgment  debtor  is  liable.    (T.  D.  2690;  art.  275.) 

PBOCEEDS. 

Definition. 

The  word  "proceeds,"  as  used  in  section  700  of  act  of  October  3, 1917,  means  gross 
,  receipts  less  payments  of  proper  expenses,  or,  in  other  words,  net  proceeds.    (T.  D. 
2647;  Oct.  22,  1917.) 

The  term  "all  the  proceeds,"  as  used  in  section  700  of  the  act  of  October  3, 1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.  (T.  D.  2681; 
Mar.  26,  1918.) 

PBODtrCE  EXCHANGES. 

Definition. 

The  word  "exchange"  within  Regulations  No.  40,  Part  2,  relating  to  stamp  taxes 
upon  sales  of  products  or  merchandise  on  exchanges  for  future  delivery,  includes 
each  and  every  agent  or  agency,  auction  place,  or  other  meeting  place,  at  which 
produce  or  other  merchandise  for  future  delivery  is  publicly  bought,  sold,  bid  for, 
offered  or  exchanged,  or  contracts  for  such  future  delivery  are  made,  and  includes  all 
associations  or  individuals,  partnerships,  and  corporations  engaged  in  bivineai 


of  publicly  selling,  buying,  or  exchanging  products  of  merchandise  for  future  de- 
livery.    (T.  D.  2608;  Nov.  30,  1917.) 

Documentary  stamps. 

Instnictions  as  to  use  of  regular  documentary  stamps  pending  preparation  and 
distribution  of  special  supply  of  overprinted  stamps,  provided  to  temporarily 
take  place  of  distinctive  colored  stamps ;  requisition ;  issuance  and  exchange.  (T.  D. 
2594;  Nov.  28,  1917.) 

Sales  for  future  deliirery— Affixing  and  canceling  stamps. 

StampMB  in  value  equal  to  amount  of  tax  on  sales  must  be  afiSxed  to  memorandum  or 
other  evidence  of  sale  or  agreement  to  sell;  clearing  house,  acting  as  agent,  required 
to  make  returns  showing  stamps  afiSxed  and  canceled ;  manner  of  canceling  stamps 
stated.    (T.  D.  2608;  Nov.  30,  1917.) 

Cotton. 

Contract  of  sale  of  cotton  for  future  delivery  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  for  each 
pound  of  cotton  involved  (to  be  paid  by  stamp):  tax  not  to  be  levied  on  contracts 
compl>'ing  ^ath  conditions  prescribed.    (T.  D.  2558;  Oct.  26,  1917.) 

Exempt  transactions. 

No  tax  is  imposed  on  cash  sales  of  produce  or  merchandise  for  immediate  or  prompt 
delivery,  which,  in  good  faith,  are  actuall)r  intended  to  be  delivered;  sellers  of 
produce,  etc.,  may  transfer  contracts  to  clearing-house  association  and  such  transfer 
shall  not  be  deemed  to  be  a  sale  or  agreement  of  sale,  provided  it  does  not  vest 
beneficial  interest  in  such  association  and  is  made  only  to  enable  such  association 
to  adjust  accounts  of  its  members;  no  bv-law  or  custom  of  any  exchange  or  similar 
institution,  inconsistent  with  the  act  of  October  3^  1917,  or  any  r^^lations  there- 
under, nor  any  collateral  agreement  inconsistent  with  such  act  or  r^ulations  there- 
under shall  exempt  any  person  from  payment  of  tax.    (T.  D.  2608;  Nov.  30,  1917.) 
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Sales  for  future  delivery — Continued. 

—  Memoranda  of  sales. 

Every  sale  or  as:reement  not  evidenced  by  memorandum  or  contract  expresnly 
requiring  immediate  or  prompt  delivery  shall  be  deemed  to  be  for  future  delivery; 
every  person  making  sale  of  any  product,  etc.,  at,  on  or  in  any  exchange  for  future 
delivery  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  other  evidence  of  such 
Bale,  showing  certain  specified  data  and  items  of  information;  no  single  sale  or  con- 
tract made  upon  an  exchange  by  one  member  for  another  need  be  evidenced  by 
more  than  one  memorandum;  written  return  or  sheet  to  clearing  house,  acting  suf 
ai^ent,  considered  to  be  memorandum;  return  by  clearing  house.  (T.  D.  2608; 
Nov.  30,  1917.) 

Becords. 

All  persons  who  make  sales  or  contracts  of  sale^,  including  "transferred  or  scratched 
sales,  "pass  outs,"  "pair-offs,"  or  "matched  trades,"  and  all  other  forms  of  sale 
of  any  product  or  merchandise  on  exchanges  for  future  delivery  required  to  keep 
record  showing  specified  items  of  information;  form  of  record  required;  clearing 
houses  to  keep  record  showing  certain  data.    (T,  D.  2606;  Nov.  30,  1917.) 

Begistratian. 

R^^ulation  No.  40,  Part  2,  requires  a  statement  of  registration  by  persons  making 
contract  of  sale  of  produce  or  merchandise  on  exchanges  for  future  delivery ;  reconl 
of  registration  to  be  kept  by  collector,  and  certificate  of  registration  to  be  issue<]  and 
posted;  forms;  statement  of  registmtion  by  exchanges  and  clearing  houses.  (T.  D. 
2608;  Nov.  30,  1917.) 

Betums. 

Clearing  houses  and  persons  making  contracts  of  sole  at,  on,  or  in  any  exchange, 
etc.,  for  future  delivery,  required  to  make  return  showing  specified  data  and  infor- 
mation; substitute  returns;  clearing  houses,  acting  as  agents,  requiied  to  return 
statement  of  amounts  of  stamps  affixed  to  memoranda  of  sales.  (T.  D.  2606;  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  required  to  be  affixed  to  contracts  of  sale  of  any  product  or  merchandise 
before  a  delivery  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treas 
urer,  or  other  designated  United  States  depositary;  requisitions  for  stamps;  records; 
kind  and  color  of  stamps.     (T.  D.  2608;  Nov.  30,  1917.) 

FBODXTOBB. 

Defbdtion. 

The  term  "producer,"  as  used  in  Regulations  No.  44,  relating  to  war  excise  taxes, 
is  a  broader  term  than  '^ manufacturer,"  which  is  defined  as  a  person  who  prepares 
an  article  in  final  marketable  form  and  sells  or  markets  it;  a  retailer  may  be  also  a 
producer.     (T.  D.  2719;  Art.  U.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 1917,  aiianufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it,  and 
who  identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by- 
other  means,  or  holds  out  or  recommends  the  article  as  a  proprietary  medicine  or  a 
medicinal  nroprietarv  article  or  preparation  or  as  a  remedy  or  specific.  (T.  I). 
27T9;  Art.  XXT.)       " 

PBOFESSIONS. 

Excess  profits  tax. 

Section  209  of  the  act  of  October  3,  1917,  applies  primarily  to  occupations,  pni- 
fcc'sions,  trades,  and  businesses  engaged  principally  in  rendering  personal  servic^o 
in  which  employment  of  capital  is  not  necessary,  and  earnings  of  which  are  t  >  lo 
ascribed  pnmanly  to  activities  of  owners;  in  determining  whether  trade  or  bu*rine{*s 
is  taxable  under  article  15  of  B^gfulations  No.  41  no  weight  will  be  given  t.>  fart 
that  it  is  carried  on  by  means  of  personal  service  unless  principal  owners  are  re:rii- 
larly  engaged  in  activeconduct  of  tlie  trade  or  business.    (T.  D.  2694 ;  art.  71 .) 

ruj.sinesB  concerns  which  render  professional  personal  ser\dce  and  are  of  the  cla*^ 
normally  taxable  under  article  15  of  Regulations  No.  41,  shall  not  be  taken  out  of 
that  class  m-erely  because  of  size  of  capital  if  employment  of  :such  capital  is  necessi- 
tated by  delay  and  irregularity  in  receipt  of  fees,  etc.,  or  if  such  capital  is  wholly  or 
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Excess  profits  t&x — Continued. 

mainly  used  as  fund  from  which  to  advance  salaries,  wages,  etc.,  or  to  provide  office 
furniture,  accommodations,  and  equipment,  nor  beacme  of  form  of  organization, 
whether  corporation  or  partnership,  nor  in  case  of  partnership,  because  of  number  uf 
partners.     (T.  D.  2694;  art.  72.) 

Income  taxes. 

In  case  of  prof easioim!  man  who  rents  property  for  residential  purposes  but  recei  vos 
there  clients,  patients,  or  callers  in  connection  with  his  professional  work  (place 
of  business  being  elsewhere),  no  part  of  rent  i^ deductible  as  business  expense.  (T. 
D.  2690;  art.  8.) 

PROMISSORY  NOTES. 

Excess  profits  tax— "Tangible  property." 

Stocks,  bonds,  bills  and  accounts  receivable,  notes  and  other  evidences  of  indebt- 
edness, and  leaseholds,  when  paid  in  for  stock  or  shares  in  corporation  or  partnership, 
will  be  regarded  as  tangible  property  so  paid  in,  but  when  corpocatiou  jpays  for  in- 
tangible property  by  the  issuance  of  its  own  stock  or  bonds,  this  will  not  be  regarded 
as  being  a  pajTnent  bona  fide  made  in  ca^  or  tangilbo  property  within  meaning  of 
section  207.     (T.  D.  2694;  art.  47.) 

Jsioome  tnces. 

Gross  income  from  sources  witiiin  Uuitod  States,  as  applied  to  foreign  co^nUions, 
includes  interest  received  on  bonds,  notes,  or  other  interest-beaiing  obligations  of 
residents,  corporate  or  otherwise.     (T.  D.  2690;  art.  59.) 

Ix)88es  of  insurance  companies  other  than  mutuals,  but  including  mutual  life  and 
mutual  marine,  for  agency  balances  or  other  amounts  charged  off  as  worthless,  and 
losses  by  dslalcatien,  pareminm  notes  voided  by  lapse,  provided  such  notes  have  at 
same  time  been  iacluded  in  gioss income  for  income-tax  purposes,  may  be  deducted. 
(T,  D.  2690;  art.  240.) 

Stamp  taxes. 

Promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  any  bonds  or  obligations  of  United  States,  issued  after  April  24, 1917,  and 
all  promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  promissory  note  which  itself  is  secured  by  pledge  of  United  States  bonds 
or  obligations  issued  after  April  24,  1917,  are  exempt  from  stamp  tax  imposed  by 
section  301  of  the  act  of  April  5,  1918;  bonds  herein  mentionea  include  Liberty 
bonds;  exemption  applies  only  where  par  value  of  bonds  <a  obligHlioiis  pledged 
shall  equal  amount  of  promissory  note.    (T.  D.  2701;  Apr.  16, 1918.) 

Short-term  instrument,  although  issued  by  corporation  under  trust  indenture, 
may  be  regarded  as  a  note  if  every  instrument  of  such  issue  both  (a)  is  payable  to 
bearer  and  incapable  of  registration,  and  (6)  lacks  interest  coupons  and  so  requires 
presentation  upon  each  payment  of  interest.     (T.  D.  2713;  May  14,  1918.) 

Instnnnent  not  under  seal  containing  simple  promise  to  pay  sum  of  money  at 
aped&od  time,  socfa  as  is  common  in  every-day  commercial  use,  is  promis»orv  iioto 
^yithin  meaning  of  Schedule  A  of  Title  VlII  of  the  act  of  October  3,  1917.  (T.  D. 
2713;  May  14,  1918.) 

Failure  to  stamp  promissory  notes,  which  are  subject  to  stamp  tax  under  sub- 
division 6  of  Schedule  A,  Title  VIII,  act  of  October  3,  1917,  renders  maker  and 
acceptor  of  such  notes  separately  liable  under  section  802  (a)  of  the  act.  (T.  I). 
2795;  Feb.  26,  1919.) 

Policy  loan  and  prenuum  extension  agreements. 

Policy  loan  and  ]^emiuBti  extension  agreements  are  not  promiaaory  notes  as  con- 
templated by  law  so  as  to  be  liable  lor  stamp  tax.    (T.  D.  2dW;  Dec.  3,  1917.) 

PBCXPAOANDA. 

Income  taxes— Deduction  of  expenses. 

Sums  of  money  expended  for  lobbying  purposes,  promotion  or  defeat  of  legislation, 
and  exploitation  of  propaganda,  are  not  an  ordinary  and  necessary  expense  in  opem- 
tion  and  maintenance  of  misiness,  and  are  therefore  not  deductible.  (T.  D.  2090; 
art.  143.) 
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PROPBIETABY  MEDICINES. 

Ree  "Medicinal  Preparations.'' 

Alcohol— Floor  tax. 

Alcohol  held  on  October  3,  1917,  by  manufacturers  of  proprietary  noedicines  for 
use  in  manufacture  of  medicines  is  subject  to  floor  tax»  unless  on  day  act  of  October 
3, 1917,  took  effect  it  was  in  process  of  manufacture  and  had  been  rendered  unfit  for 
beverage  purposes.  (T.  D.  2547;  Oct.  22, 1917.  Overruled,  T.  D.  2643;  Jan.  28, 
1918.) 

Distilled  spirits. 

Cauffman's  ginger  brandy  held  to  be  alcoholic  compound  beverage  for  which 
special  tax  is  required  for  manufacturing  and  selling:  not  taxed  as  a  proprietary 
medicine  though  label  shows  medicinal  claims.    (T.  D.  2536;  Oct.  13,  1917.) 

Application  for  permit  to  use  distilled  spirits  in  the  manufacture  of  proprietary 
medicines  must  be  accompanied  bv  copy  of  manufacturer's  formula  and  a  sample  of 
his  product,  which  must  be  forwarded  to  office  of  Commissioner  of  Internal  Revenue 
for  approval,  unless  formula  and  sample  have  been  passed  upon  favorably  by  the 
Commissioner.    (T.  D.  2559;  Oct.  26,  1917.) 

Use  of  distilled  spirits  for  nonbeverage  purposes  includes  prrpiietary  medicines  for 
which  special  tax  is  not  required  as  rectifier  from  th^  producer,  or  spedal  tax  as 
wholesale  or  retail  liquor  dealer  from  the  vendor;  manufacturers  of  so-called  pro- 
prietary medicines  listed  in  T.  D.  2222,  or  subsequent  decisions  of  similar  import 
(see  T.D.  2554),  will  not  be  entitled  to  use  nonbeverage  alcohol.  (T.  D.  2559;  Oct. 
26,  1917.    T.  D.  2788,  Feb.  6,  1919.) 

Excise  taxes — Articles  included. 

The  word  "medicinal "  is  applicable  to  any  substance  adapted  to  cure  or  alleviate 
disease  or  pain;  accordingly,  a  medicinal  preparation  is  a  preparation  of  any  sub- 
stance whatever  intended  to  be  applied  for  the  cure  or  miti^tion  of  pain  or  disease; 
many  articles  or  substances  which  are  not  usually  considerea  as  belor^ng  to  materia 
medica  may  become  taxable  medicinal  preparations  by  being  held  out  or  adver- 
tised as  remedies  for  diseases  affecting  the  numan  or  animal  Dody.  (T.  D.  2719; 
Art.  XXII.) 

Boric  add. 

Boric  acid  when  sold  under  a  trade-mark  as  a 'medicinal  preparation  is  tftxable 
under  section  600  (h)  of  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

Food  preparations. 

Food  preparations  as  distinguished  from  medicinal  preparations  are  not  taxable 
under  section  600  (h)  of  the  act  of  October  3, 1917.     (T.  D.  2719;  Art.  XXil.) 

''Held  out  or  recommended." 

"Held  out  or  recommended,"  as  used  in  sections  600  (h)  of  the  act  of  October  3, 
1917.  includes  representation  by  any  means,  personal  canvass  and  statements  on  the 
labels,  in  pamphlets,  or  advertisements,  or  otherwise;  a  holding  out  or  recommenda- 
tion for  physicians  only  is  a  holding  out  to  the  public.    (T.  D.  2719;  Art.  XXI.) 

licorice. 

licorice  put  up  in  sticks,  lozenges,  or  in  other  forms  suitable  for  medicinal  pur- 
poses and  sold  under  a  trade-mark  is  subject  to  the  tax  imposed  by  section  600  (h)  of 
the  act  of  October  3,  1917.    (T.  D.  2719;  Art.  XXII.) 

• Manner  in  which  prepared. 

Tax  applies  to  medicinal  preparation  held  out  by  producer  to  the  public  as  a  p.t)- 
prietary  medicine  or  as  a  remedy  for  disease,  although  it  is  prepared  by  a  process 
which  merely  refines  a  natural  substance.    (T.  D.  2719;  Art.  XXII.) 

Taxability  of  medicinal  p-eparation  under  section  600  (h)  of  the  act  of  October  3, 
1917,  is  determined  by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it  is 
put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
lacturer,  or  any  name  in  pDSsessive  case  is  used  on  label  or  on  literature  describing 
medicinal  preparation,  or  name  of  manufacturer  is  made  part  of  name  or  title,  or  anv 
intimation  is  otherwise  given  that  article  is  of  distinctive  origin,  tax  is  imposed: 
where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intended 
to  be  a  trade-mark  appropriated  to  the  article,  the  tax  attaches.  (T.  D.  2719:  Art 
XXII.) 
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BxMe  tazefl — Continued . 
ICanufacturer. 

If  article  or  its  container  has  on  it  both  a  trade-mark  or  trade  name  of  one  manu- 
facturer and  the  individual  or  business  name  of  another,  the  owner  of  the  trade- 
mark or  trade  name  will  be  deemed  the  manufacturer;  if  the  article  or  its  container 
has  on  it  both  the  commercial  name  of  the  article  and  an  individual  or  business 
name,  the  latter  will  be  deemed  to  designate  the  manufacturer.  (T.  D.  2719;  Art. 
XXI.) 

A  person  who  is  employed  to  make  an  article  and  receives  for  it  the  cost  of  mate- 
rials and  labor  plus  specified  profit  shall  be  considered  a  manufacturing  agent,  and 
the  person  who  procures  the  preparation  of  the  article  will  be  considWed  the 
manufacturer.    (T.  D.  2719;  Art.  XXI.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 1917,  a  manufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it,  and 
who  identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by 
other  means,  or  holds  out  or  recommends  the  article  as  a  proprietary  medicine  or  a 
medicinal  proprietary  article  or  preparation  or  as  a  remedy  or  specific.  (T.  D. 
2719;  Art.  XXI.) 

A  person  who  bottles  or  otherwise  prepares  an  article,  and  merely  for  advertising 

Surposes  places  on  such  article  the  name  of  any  dealer  who  may  handle  it,  diall  be 
eemed  .manufacturer  if  names  of  both  persons  appear,  but  if  only  the  dealer's 
•    name  appears  he  shall  be  deemed  the  manufacturer.    (T.  D.  2719;  Art.  XXI.) 
Where  the  owner  of  a  formula  contracts  with  a  manufacturer  to  prepare  an  article 
according  to  such  formula  and  to  deliver  it  to  him  in  complete,  salable  form,  the 
labels  bearing  the  formula  owner's  name,«he  is  considered  the  manufacturer. 
(T.  D.  2719;  Art.  XXI.) 

Printing  on  labels,  etc. 

Printing  on  labels  the  directions  and  imiications  for  use,  dosage,  and  other  similar 
matter  will  not  alone  render  preparations  made  under  a  standard  formula  taxable, 
provided  preparation  is  not  held  out  or  recommended  as  a  proprietary  preparation 
or  as  a  remedy  or  specific;  where  medicinal  preparations  are  sold  under  labels 
which  do  not  indicate  that  the  formula  is  published,  they  will  be  considered  to  be 
prepared  under  private  formulas,  unless  proof  is  submitted  that  the  formula  is  not 
secret.     (T.  D.  2719;  Art.  XXII.) 

*  Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  amounts 
to  a  holding  out  of  that  preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  amounts  to  a  holding  out  of  that 
preparation  as  proprietary.    (T.  D.  2785;  Jan.  23,  1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across 
middle  of  label  does  not  amount  to  a  holding  out  of  that  pieparation  as  proprietary. 
(T.  D.  2785;  Jan.  23,  1919.) 

Rate  of  tax. 

Tax  imposed  by  section  600  (h)  of  the  act  of  October  3, 1§17,  is  2  per  cent  of  price 
for  which  all  medicinal  preparations,  compounds,  or  compositions  whatsoever  are 
sold  by  the  manufactucer;  provided  that  (1)  the  manufacturer  claims  to  have  any 
private  formula,  secret  or  occult  art  for  making  or  preparing  them ;  or  (2)  the  manufieic- 
turer  has  or  claims  to  have  any  exclusive  rig^t  or  title  to  making  or  preparing  them 
or  (3)  they  are  prepared,  uttered,  vended,  or  exposed  for  sale  under  any  letters 
patent  or  trade-manc;  or  (4)  they  are  held  out  or  recommended  to  the  public  by 
the  makers,  venders,  or  proprietors  thereof,  either  (a)  as  proprietary  medicines 
or  medicinal  proprietary  articles  or  preparations,  or  (6)  as  remedies  or  specifics  for 
any  disease  or  affection  whatever  affecting  the  human  or  animal  body.  (T.  D. 
2719;  Art.  XIX.) 

Scope  of  tax. 

Every  medicinal  preparation,  compound,  or  composition  embraced  within  one 
or  more  of  the  subdivisions  in  Article  XIX  of  Regulations  No.  44  is  subject  to  tax; 
if  article  is  made  or  prepared  by  manufacturer  claiming  to  have  private  formula, 
secret  or  occult  art  for  it,  it  is  taxable  even  though  it  is  not  prepared,  uttered, 
vended,  or  exposed  for  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not  held 
out  or  recommended  to  public  as  proprietary  medicine  or  meaicinal  proprietary 
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Excise  tax — Continued. 

Scope  of  tax — Continued. 

article  or  preparation  or  as  a  remedy  or  ftpeci£c  for  any  disease  or  affection  of  the 
human  or  animal  body.    (T.  D.  2719;  Art.  XXL) 

Prepamtions  mado  in  accordance  with  formuJaB  contained  in  United  States  Phar- 
macopoeia and  National  Formulary  by  phanaaceutical  manufacturers,  when  n^t 
held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  article 
or  preparations,  or  as  remedies  or  specilBcs,  are  not  subject  to  tax;  but  if  so  held  out 
or  recommended  they  are  taxable  althouo^h  not  identified  by  any  name,  trade- 
mark, or  otherwise.     (T.  D.  2719;  Art.  XX.) 

Medicinal  preparation  held  out  or  recommended  as  proprietary  or  as  a  remedy 
or  specific  for  disease  is  taxable,  (a)  even  if  sold,  in  iii»t  instance,  only  to  physiciana 
and  druggists,  (b)  even  if  a  "bacteria,"  and  (c)  even  if  an  uncompounded  natural 
Buhetance  merely  dried  or  refined.     (T.  D.  2785;  Jan.  23,  1919.) 

Trade-nxark  or  name. 

Taxability  of  medicinal  preparation  under  section  600  (h)  of  the  act  of  October 
3, 1917,  is  determined  bjr  the  manner  in  which  it  is  prepared  or  the  way  in  which  it 
is  put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
facturer, or  any  name  in  possessive  case  is  used  on  labd  or  on  literature  describing 
mecUcinal  preparation,  or  name  of  maniifacturer  is  made  part  of  name  or  title,  or  any 
intimation  is  otherwiee  given  that  article  is  of  di^Jtinctlvo  origin,  tax  is  imposed; 
where  medicinal  preparations  are  sold  under  what  af^ean  to  be  or  what  is  intended 
to  be  a  trade-mark  apprc^riated  to  the  article,  the  tax  attaches.  <T.  D.  2719;  Art. 
XXII.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  pai^  of  the  name  otf  the  preparation,  is  not  of 
itself  a  trade-mark  under  section  600  (h)  of  the  act  of  October  3,  1917.  (T.  D. 
2785;  Jan.  23,  1919.) 

Coined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  is  a  "trade-mark"  under  section 
600  (h)  of  the  act  of  October  3,  1917.     (T.  D.  2785;  Jan.  23,  1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  across  middle 
of  Isbefis  not  a  "trade-mark"  under  section  600  (h)  of  the  act  of  October  3,  1917. 
(T.  I>.  2785;  Jan.  23,  1919.) 

WatecB. 

Artificial  mineral  waters,  not  caitKmated,  sold  by  manufacturer,  producer,  or 
importer,  in  bottles  or  other  closed  containers,  caihonated  waters  manufactured  and 
sold  by  the  manufacturer,  producer,  or  importer  of  the  carbooic^acid  gas  used  in 
carbonating  the  same,  and  natural  mineral  waters  and  table  waters  aold  by  the 
producer,  bottler,  or  importer,  in  bottles  or  other  closed  conlainers,  at  over  10 
cents  per  gallon,  all  of  which  are  taxed  under  section  313  of  the  act  of  October  3, 
1917,  are  not  subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  bev- 
erages.   (T.  D.  2719;  Art.  XXIII.) 

PBOTECTIVB  ASSOCIATIONS. 
CaiiitAl  stock  tax.     * 

Mutual  protective  association  oi^^;aiuzed  under  a  statute,  whose  osily  source  of 
n^venue  is  the  assessments  paid  by  its  membera  and  whose  Bet  income  lor  each  year 
is  paid  into  a  reserve  fund,  cosostitutin^  sole  resouice  of  oompany,  aside  from  cur- 
rent aaspflsments,  for  payment  of  losses,  is  an  insursoce  eoaspany  within  meaning  of 
act  Sef>tember  8,  1916.    (T.  D.  2760,  art.  3:  Aug.  9,  1918.) 

PUBLIC  OFFICSItS. 
Admiasiona  tax. 

Municipal  officers  on  official  business  when  admitted  free  are  not  taxable  under 
section  700  of  the  act  of  October  3.  1917;  municipal  officers  include  policemen  and 
firemen  when  in  attendance  in  tne  course  of  tneir  duty.  (T.  D.  2681;  Mar.  26, 
1918.) 

Bonds — War  tax. 

Bonds  given  by  officials  of  a  State,  township,  county,  or  village  for  faithful  per- 
formance of  duties,  are  free  from  Federal  taxation  on  broad  ground  that  sovereign 
States  and  subdivisions  thereof  are  constitutionally  free  from  taxation  by  Federal 
Oovemmcnt.    (T.  D.  2624;  Dec.  14,  1917.) 
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Transportation  char^^as— ExemptionB. 

£x«3af>tioA  laay  be  claimed  ooly  where  perBon  tnmsportocl  is  incurring  charge 
in  pearfonaance  o£  official  duties  ae  office  or  employee  of  United  States;  thus, 
charges  paid  by  soldiers  traveling  on  furloughs  at  their  own  expense  are  not  ex- 
empt; fact  that  amount  of  mileage  or  other  allowance  paid  or  made  for  transporta- 
tion in  performance  of  official  duties  may  bo  more  tiiaxt  saficient  to  reunbuTse  offi- 
cers or  employee  for  transportation  payment  does  not  prevent  application  of  exemp- 
tion provision  of  section  502  of  act  of  October  3,  1917.  to  such  payment;  exemption 
applies  to  amounts  paid  as  fares  and  to  amounts  paid  for  accommodations  in  parlor 
or  sleeping  cars  or  on  ve3sel9.    (T.  D.  2676;  Mar.  18,  1918.) 

PUBLIC  TJTHiITIES. 

Excess  profits  tax — Consolidated  retoms  of  afiOliated  corporations. 

Railroads,  gas,  electric,  water,  or  other  public-service  corporations  when  operated 
independently  and  not  physically  connected  or  merged — ^particularly  when  situ- 
ated in  different  jurisdictions  ana  subject  to  regulation  by  public-service  commis- 
sions— will  not  be  required  or  permitted,  without  special  permission,  obtained  in 
advance,  to  make  a  consolidatea  return;  when  public  utility  is  owned  by  industrial 
cor^ration,  and  is  operated  as  a  plant  facility  or  as  aji  integral  part  of* a  group  or- 
ganization of  affiliated  corporations  and  such  corporations  are  required  to  file  con- 
solidated return,  return  of  suc4l  public  utility  sJiall  be  in<?luded  therein.  (T.  D. 
2662;  Mar.  6,  1918.) 

Sxcise  taxes. 

Money  received  for  service  connections  and  pipe  extensions  are  not  permitted  to 
be  deducted  from  gross  amount  of  income,  as  they  do  not  come  within  any  of  the  per- 
mitted classes  of  deductions  mentioned  in  the  fict  of  August  5,  190!^  moneys  so 
expended  are  invested  in  permanent  improvements  which  tend  to  enhance  tlio 
rental  and  the  market  value  of  th«  water  system.  (T.  D.  2475;  Apr.  4, 1917.  Ct. 
Dec.) 

Fact  that  corporation  was  a  public  utilities  corporation  which,  under  the  laws  of 
th«  State  of  Camoniia,  was  not  owner  of  property  but  meiel^r  intrusted  with  use 
thereof,  which  it  must  devote  to  the  public,  does  not  entitle  it  to  more  fav<^ra})]o 
treatment  than  other  corporations,  it  being  a  corporation  oi^ganized  for  profit,  having 
a  capital  stock  rq>res«ited  by  shares,  and  the  act  of  August  5,  1909,  making  no 
cxc^)ti©nfl  in  favor  of  public  «tilities.    (T.  D.  2475;  Apr.  4,  1917.    Ct  Dec.) 

Inconxe  taxes. 

Public  utilities  whose  income  inures  to  benefit  of  any  l^te,  Territory,  or  political 
subdivision  thereof  are  exempt  from  tax  without  condition;  collector,  being  satisfied 
that  organiEation  comes  within  exempted  class,  is  autJiorized  to  eliminate  it  from 
his  list  and  relieve  it  from  necessity  ai  making  returns.     (T.  D.  2690;  art.  68.) 

WTiere  public  utility  constnicted,  operated,  or  maintained  by  corporation  under 
contract  with  any  city.  State,  Territory,  or  the  District  of  Columbia,  agrees  that 
portion  of  net  earnings  shall  be  paid  to  such  city,  State,  Territory,  or  the  District  of 
Columbia,  amount  so  paid  may  be  deducted  by  the  public  utilitj'  company  aa 
TtereBsary  expense  of  transacting  business.    (T.  D.  2690;  art.  142.) 

Tel€>grapli,  ete.,  meaaagee — Official  bnsinesa. 

Under  section  502  of  act  of  October  3,  1917,  radio  messaces,  telegraph  messagea, 
and  telephone  messages  relating  to  Government  business,  which  originate  in  United 
States,  aad  which  are  a  charge  againiA  the  Treasury  of  the  United  States,  the  DiH- 
trict  of  Colinnbia,  a  State,  Territory,  or  any  political  subdivision  of  a  State  or  Terri- 
tory, and  are  paid  from  funds  thereof,  are  e&em|^t  from  tax  imposed  by  section  500 
(e)  of  such  act;  meaasgee  not  pa»i  from  such  funds  are  not  exempt  from  tax  even 
though  they  relate  to  Government  business.    (T.  D.  2619;  Dec.  19,  1917.) 

All  telegmpk,  t^e^one,  or  mdio  meaaages  of  officers  and  employees  of  United 
States  on  offidal  bunneflB  are  exempt  from  tax  imposed  by  section  500  of  act  of 
October  3,  1917,  and  eitoukl  not  be  r^orted  in  monthly  return  of  telegraph,  tele- 
phone, or  radio  company;  officer  or  emf^loyee  sending  telegra^  or  caaio  message 
should  certify  thereon  that  it  is  on  account  of  official  ousiness  and  not  for  privato 
purposes;  form  of  certificate  indicated.     (T.  D.  2551;  Oct.  22,  1917.) 

Expjnption  from  tax  impossd  by  s?ction  500,  subdivision  (o),  act  October  3,  ]917» 
on  telephone,  telegraph,  and  radio  messages,  may  be  claimed  when  amounts  paid 
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T^egri^h,  etc.,  memiftgea    Qfflcial  bnsineas — ^CoBtinued. 
for  such  messages  are  finally  to  be  paid  by  the  Government  under  cost-plus  con- 
tract; this  does  not  apply  where  contractor  is  doing  work  for  Government  under 
lump-sum  contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

Transportation  of  persons  «nd  property. 
See  "Traneportation  Tax. " 

RADIO  ICESSAGES. 
Official  business — War  tax. 

Messages  of  officers  and  employees  of  United  States,  etc.,  on  official  business  are 
exempt  from  tax  imposed  by  section  500  of  act  of  October  3,  1917.  and  should  not 
be  reported  in  monthly  return  of  radio  companies;  officer  or  employee  sending 
message  should  certify  thereon  that  it  is  on  account  of  official  business  and  not  for 
pri\'ate  purposes;  form  of  certificate  indicated.    (T.  D.  2551;  Oct.  22,  1917.) 

Under  section  502  of  act  of  October  3,  1917,  radio  messages  relating  to  Govern- 
ment business,  which  originate  in  United  States  and  which  are  a  charge  against  Uie 
Treasury  of  the  United  States,  the  District  of  Columbia,  a  State,  Territory,  or  any 
political  subdivision  of  a  State  or  Territory  and  are  paid  from  funds  thereof  are 
exempt  from  tax  imposed  by  section  500  (e)  of  such  act;  messages  not  paid  from 
such  funds  are  not  exempt  from  tax  even  though  they  relate  to  Government  busi- 
ness.   (T.  D.  2619;  Dec.  19,  1917.) 

Exemption  from  tax  imposed  by  section  500,  sulxii vision  (e),  act  October  3, 1917, 
on  tolepnone,  telegraph,  and  radio  messages,  may  be  claimed  when  amounts  paid 
for  such  messages  are  finally  to  be  paid  by  the  Government  under  cost-plus  contract; 
this  does  not  apply  where  contractor  is  doing  work  for  Government  under  lump- 
sum contract;  form  of  exemption  certificate.     (T.  D.  2742;  July  1,  19i8.) 

BAILBOADS. 
Capita]  stock  tax. 

Raihoad  corporation  which  has  leased  its  property  for  a  term  of  years  and  parted 
with  its  control  and  management,  but  whicn  maintains  its  coix>orate  orgamzation 
and  collects  rentals  from  lessee  company  and  distributes  same  among  its  stock- 
holders is  not  engaged  in  business  so  as  to  be  liable  for  tax,  notwithstanding  lease 
provides  for  recovery  of  property  in  case  of  default;  this  does  not  apply  wh«re  cor- 
poration is  organized  for  ostensible  purpose  of  building  and  operating  a  railroad  and 
leases  the  road  before  it  is  built.     (T.  D.  2418;  Dec.  15, 1916.) 

Corporation  tax — '  'Orgai)ized  for  profit. " 

Where  profit  was  one  of  the  substantial  objects  of  the  organization  of  a  €or|K>ra- 
tion,  incorporated  to  pro\ide  and  operate  a  terminal  for  certain  railroads,  it  is 
oiganized  for  profit  witnin  the  meaning  of  the  act  of  August  5,  1909.    (T.  D.  2671; 

.     Mar.  11,  1918.    Ct.  Dec.) 

Income  taxes — Gross  income. 

Stock  trust  certificates  or  leased  line  certificates,  as  case  may  be.  issued  by  lessee 
for  purpose  of  securing  or  holding  control  of  stock  of  lessor  are  held  to  be  issued  in 
lieu  of  certificates  of  capital  stock  and  they  will  be  treated  as  capital  stock  and 
amounts  received  by  holders  are  dividends  to  them,  to  be  treated  as  rentals  by  both 
lessee  and  lessor  ana  constitute  allowable  deduction  in  one  case  and  item  of  income 
in  other  accordingly  as  they  are  paid  and  received.     (T.  D.  2690;  art.  104.) 

If  leased  or  purchased  line  keeps  separate  books  of  account  or  income  is  or  can  be 
segregated,  or  if  lessee  or  operating  company  pays  it  a  certain  rental,  or  in  lieu  of 
rental  pays  certain  per  cent  of  dividends  on  its  stock,  interest  on  its  bonds,  taxes, 
etc. ,  lessor  will  return  same  as  its  income,  and  lessee  or  operatingcompany  will  make 
its  return  as  though  it  were  In  no  way  related  to  leased  tine.    (T.  D.  2690;  art.  125.) 

Railroad  company  operating  leased  or  purchased  lines  as  integral  part  of  its 
line  or  system  and  keeping  no  separate  books  of  account  as  to  such,  leased  or  pur- 
chased line,  income  from  operation  of  which  can  not  be  segregated,  shall  incltKie  iu 
its  income  all  receipts  derived  therefrom.    (T.  D.  2690;  art.  125.) 

Net  income. 

Where  bonded  or  other  indebtedness  of  leased  or  purchased  line  has  been  assumed 
by  operating  company,  it  may  deduct  from  its  gross  income  interest  naid  oh  such 
indebtedness,  provided  such  interest  plus  interest  paid  on  its  own  inaebledness  is 


Digitized  by  VjOOQIC 


BAIN   CHECKS — KEAL  ESTATE  AGENTS.  521 

Income  taxes — Continued. 

— ^  Net  income — Continued, 
not  in  excess  of  limit  fixed  by  law;  in  this  event  the  leased  or  purchased  line  so  long 
as  it  has  a  corporate  existence  will  paake  return  of  annual  net  income  setting  out  that 
on  its  own  account  it  has  neither  income  nor  expenses  and  that  both  are  taken  up 
in  return  of  operating  company,  naming  it.    (T.  D.  2690;  art.  125.) 

Car-trust  certificates  secured  by  equipment  are  obligations  of  railroad  company 
similar  to  corporate  bonds,  etc.,  and  trustees  in  whose  names  legal  title  to  equip- 
ment stands  are  not  an  association  within  meaning  of  Title  I  of  the  act  of  September 
8,  1916,  as  amended  by  the  act  of  October  3,  1917,  and  are  therefore  not  taxable, 
but  they  are  for  purposes  of  such  title  a  fiscal  agent  paving  off  the  obligations,  both 
principal  and  interest,  of  railroad  companies  with  funds  appropriated  by  such 
companies;  companies  may  mortgage  sucn  certificates  in  amount  of  bonded  or  other 
indebtedness  reported  under  item  2  of  return.  Form  1031,  and  interest  paid  thereon 
with  interest  on  other  obligations  will  be  deductible;  if  certificates  contaiu  provi- 
sion by  which  obligor  agrees  to  pay  portion  of  tax  imposed  upon  obligee  or  reim- 
burse obl^ee  for  any  portion  of  tax,  or  pa^  interest  without  deduction  for  any  tax, 
trustees,  in  making  interest  payments  will  in  absence  of  claims  for  exemption, 
where  interest  payments  are  made  to  individuals,  withhold  normal  income  tax  on 
such  payments  regardless  of  amount  thereof.    (T.  D.  2690;  art.  188.) 

System— D  efim  tion. 

The  term  ''railroad  system,"  as  used  in  subdivision  (b)  of  section  501  of  the  act  of 
October  3,  1917,  means  two  or  more  railroads  and  such  other  carriers  as  may  be 

'  operated  in  conjunction  therewith,  all  such  railroads  and  other  carriers  being  under 
one  general  oi>erating  management,  and  even  though  each  such  railroad  or  other 
carrier  maintains  its  corporate  identity.    (T.  D.  2676;  Mar.  18,  1918). 

Transportation  of  persons  and  property. 

See  '  *  Transportation ' ' ;  "Transportation  Tax. ' ' 

BAIN  CHECKS. 
Admissions. 

Where  rain  checks  attached  to  tickets  sold  for  canceled  baseball  game  are  redeem- 
able  in  ca^  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
office  statement  for  the  canceled  game  may  be  marked  ''Canceled,  ''but  in  its  next 
return  the  tax  must  be  accounted  for  by  the  club  on  any  tickets  not  redeemed  as 
shown  by  comparison  of  box-office  statement  for  canceled  game  with  statements 
lor  subsequent  games.    (T.  D.  2681;  Mar.  26,  1918.) 

BANCSES. 
Inoome  taxes— Gross  income. 

Corporations  engaged  in  operating  plantations,  ranches,  stock  farms,  poultry 
farms,  and  lands  used  for  raising  fruit,  truck,  etc.,  including  orchards  of  all  kinds, 
shall  make  their  returns  on  the  basis  of  the  products  actually  marketed  and  sold 
during  the  year,  whether  such  products  were  produced  or  purchased  and  resold. 
(T.  D.  2690;  art.  123.) 

Net  income. 

Amounts  expended  in  development  of  ranches  prior  to  time  when  productive 
Btaj;e  is  reach^,  constitute  inveatihents  of  capital.    (T.  D.  2690;  art.  4.) 

■ Returns. 

See  "Farmers.'* 

Wine — Family  use. 

The  exemption  given  by  section  402  (b)  of  act  September  8,  1916,  authorizing 
producer  of  wines  to  manufacture  200  gallons  thereof  for  use  of  his  own  family  with- 
out payment  of  tax,  does  not  apply  to  wines  furnished  ranch  hands  or  boarders. 
(T.  D.  2766;  Oct.  21,  1918.) 

BEAL  ESTATE  AGENTS. 

Income  ^ax— Ii^ormatioB  at  source. 

Payments  ei  rent  made  to  real  estate  agents  do  not  require  reports  of  information 
(but  agent  fiiust  report  payments  to  landlord  if  the  same  amounts  to  $800  or  more 
during  1917).    (T.  D.  2670;  Mar.  11, 1918.) 
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REAL  ESTATE  COKPOBATIONS. 
Capital  stock  tax. 

Corporations  whose  business  is  principally  the  holding  and  management  of  real 
estate  are  actually  '^engaged  in  business"  so  as  to  be  subject  to  the  tax  impojiod 
by  section  407  of  the  act  of  September  8,  1916.    (T.  D.  2418;  Dec.  15,  1916.) 

BEAIi  ESTATE  STTBDIVISIONS. 

Income  taxes — ^Gross  income. 

In  case  of  real  estate  corporations,  purchasing  tract  of  land  with  view  to  dixadinsr 
it  into  lots  or  parcels  to  be  sold  as  such,  entire  value  as  of  March  1,  1913,  or  cost,  if 
acquired  subsequent  to  that  date,  shall  be  equitably  apportioned  to  the  several  lots 
or  parcels  so  that  any  gain  derived  may  be  returned  as  income  for  year  in  which 
sale  was  made;  rule  contemplates  that  there  will  be  gain  or  Icfs  in  ever}-  sale  and 
does  not  contemplate  that  capital  invested  in  entire  tract  shall  be  extinguished 
before  any  taxable  income  shall  be  returned;  sale  of  each  lot  or  parcel  will  bo 
treated  as  separate  transaction  and  gain  will  be  accouvted  for  accordingly.  (T.  I). 
2690;  art.  117.) 

■ Net  income. 

Where  real  estate  corporation  purchases  tract  of  laud  with  view  to  dividiiii*  it 
into  lots  or  parcels  to  be  sold  as  such,  and  loss  results  from  sale,  amount  of  loss  to  bf 
deducted  will  be  ascertained  in  like  manner  as  if  gain  had  been  realized,  and  will 
be  amount  by  which  selling  price  is  less  than  the  value,  as  of  March  1, 1913,  or  lose 
than  the  cost,  if  acquired  subsequent  to  that  date,  as  the  case  may  be.  (T.  I).  2690; 
art.  117.) 

B;3AS0KABIiE  CAUSE. 

Defmition. 

The  words  *' reasonable  cause,"  as  used  in  section  3176,  Hevised  Statutes,  as 
amended  by  the  act  of  September  8,  1916,  providing  that  if  after  delinquency  ha^ 
ensued  and  before  receiving  notice  from  collector  of  such  delinquency  and  request 
for  return,  delinquent  shall  have  filed  his  return,  accompanied  with  showing  that 
failvre  to  fiJb  in  time  wae  due  to  reasonable  cause,  no  such  addidon  shall  be  made 
to  the  tax,  is  held  to  be  such  a  condition  of  fact  as  had  the  taxpayer  in  default  exer- 
<:ised  ardisaTy  business  care  and  prudence  it  would  have  been  impracticable  or 
iiRpoflHLbte  lor  him  to  have  filed  return  on  prescribed  time.     (T.  D.  2690;  art.  54.) 

RECEIPT. 

Definition. 

Actual  receipt  is  reduction  to  possession;  constructi\^  receipt  is  where  income 
is  credited  to  or  made  available  to  recipients,  and  is  to  be  reix)rted  as  incoote. 
(T.  D.2690:art.  4.) 

Excise  tax  on  boats. 

Taxfnyer  jziu«t  keep  tax  receipt  about  boat  when  in  use  available  for  examination 
by  Government  officers.     (T.  D.  2753;  Aug.  23,  1918.) 

RECEIVERS. 

Corporationa— Gttpitol  stock  tax. 

Corporations  in  hands  of  receivers  not  required  to  make  return  on  Form  707 
unless  receivership  terminates  before  close  of  taxable  period,  nor  will  corporations 
operating  under  their  corporate  manw^ement  but  whicn  were  in  hands  of  receivers 
during  preceding  taxable  (fiscal)  year  be  required  to  file  return.  (T.  D.  2424;  Dec. 
30, 1916.) 

Excise  taxes— Lethality. 

A  receiver  contimiing  a  bosinees  under  court  order  is  liable  to  tax  on  artirlcs 
produced  and  sold  by  him.    (T.  D.  2719;  Art.  VI.) 

Income  taxes— Returns. 

Receivers  who,  as  officers  of  court,  stand  in  the  stead  of  some  principal,  must 
account  for  income  tax  as  principal  would  have  been  required  to  accouiii.  (T.  D. 
2690;  art.  26.) 
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Income  taxes — Be turaa— Continued . 

Under  section  13,  paragraph  (c),  leceivera,  trueteea  in  banJuruptcy,  or  aasigneea 
in  charge  of  and  operating  property  and  business  of  corporations,  inuBt  make  returns 
of  onnoal  net  inccnne  €Uia  pay  tax  regardless  of  what  disposition,  subject  to  orders 
of  court,  may  be  made  of  such  income;  such  receiver,  etc.,  stands  in  place  of  cor- 
porate officers  and  must  perform  all  duties  and  assume  all  liabilities  which  would 
devolve  upon  such  officers  were  they  in  control;  income  which  he  receives  is  income 
of  corporation  and  is  subject  to  tax  imposed  in  so  far  as  it  exceeds  deductions  or 
allowances  authorized  by  law,  and  sucli  receiver,  etc.,  must  make  true  return  of 
annual  net  income  coverins^  each  year  or  part  of  each  year,  during  which  he  ia  in 
custody  and  control  of  business  or  properties,  and  will  be  liable  to  all  penalties  for 
failure  to  meet  any  of  its  requirements.     (T.  D.  2690;  art.  209.) 

Copy  of  income  return  may  bo  fiu-nished  b>  the  Commissioner  to  person  who 
made  the  return  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to  his 
executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bankruptcy, 
guardian,  or  similar  legal  custodian,  to  the  repoiver  or  other  custodian  upon  written 
application  for  same,  accompanied  by  satislactory  evidence  that  applicant  comes 
within  thifl provision.     (T.  1).  2962:  /im.  7,  1920.) 


See  specific  heads. 
See  ** Social  Clubs.' » 


BECOBD8. 
BEGBEATION  CLTJBS 

B<ECTIFIED  SPIRITS. 

See  '* Distilled  Spirits." 

Alaska. 

Extracts  from  act  of  February  14,  1917,  prohibiting  manufacture  and  sale  of 
alcoholic  liquors  in  Alaska,  publiiihed  for  information  of  internal  revenue  officers 
and  others  concerned.    (T.  D.  24G6;  Mar.  27,  1917.) 

Beveraj^es. 

Prepared  sirups  and  extracts  used  by  rectifiers  of  spirits  are  not  taxable  under 
section  313  (a)  of  act  of  October  3,  1917.     (T.  D.  2719;  Art.  XXX.) 

Bottling  tanks. 

Where  rectifier  desires  to  continue  use  of  bottling  tanks  heretofore  placed  under 
wholesale  liquor  dealer's  stamps  for  tiiat  purp^oee,  he  nsay  withdraw  spirits  from 
the  27  B  pacKsges  directly  to  such  tanks,  on  which  must  be  placed  stamps  sufficient 
to  pay  tax  on  contents  at  15-cent  rate;  stamps  must  be  completely  effaced  when 
contentsof  tank  have  been  withdrawn  into  bottles.    <T.  D.  2o66;  Oct.  27,  1917.) 

Computatiofn  of  tax. 

Tax  is  to  be  computed  on  proof  gallons,  but  second  decimal  placfe  is  to  be  disre- 
garded following  jiractice  authorized  in  taxpaying  sphits  at  distilleries,  and  proof 
gallons  will  be  written  in  the  body  of  the  stamp  by  officer  issuing  same.  (T.  D. 
2548,  2560;  Oct.  4,  1917.) 

Inventory  and  return. 

Spirits  subject  to  lo-cent  tax,  as  pro\ided  for  in  Mim.  1619  of  September  19, 1917, 
must  be  inventoried  and  retumed  sepamtely,  and  tax  is  immediately  payable; 
tax  is  applicable  to  rectified  spirits  still  in  possession  <m  October  4, 1917,  oi  rectifier 
theveof,  whether  in  bottles,  cased  bottles,  or  packt^es  bearing  marks,  brands,  and 
stamps,  or  retail  packages  not  bearing  marks,  brands  and  stamps.  (T.  D.  2566; 
Oct.  27,  1917.)^ 

Liqueurs,  cordials,  and  similar  compounds. 

Any  domestic  wines  may  be  used  in  manufacture  of  liqueurs,  cordials,  and  similar 
comnounds,  provided  no  distilled  spirits  are  added;  prohibition  against  mixing  of 
distilled  ^ints  with  wines  does  not  apply  to  limited  use  of  alcohol  in  making  of 
fluid  extracts  from  herbs  which  may  be  used  in  manufacture  of  cordials;  quantity  or 
percentage  of  alcohol  permitted  in  preparation  of  such  extracts  for  manufacture  of 
cordials  must  in  all  cases  conform  to  united  States  Pharmacopoeia.  (T.  D,  2387; 
Oct.  30,  191G.) 


Digitized  by  VjOOQIC 


^24  RECTIFIED  SPIBIT8. 

Liqueurs,  cordials,  and  similar  compounds — Continued. 

Cordials,  including  cocktails,  are  subject  to  tax  only  when  containing  wine 
fortified  under  the  act  of  September  8,  1916;  vermuth,  while  taxed  under  the  act 
of  October  22,  1914,  as  a  cordial  is  now  subject  to  tax  aA  a  wine.  (T.  D.  2387;  Oct. 
30,  1916.) 

Artificial  or  imitation  wines  can  not  be  fortified  under  the  provision  of  paragraph 
.(c)  of  section  402  of  the  act  of  September  8,  1916,  and  if  containing  distilled  spirits 
can  not  be  used  in  the  manufacture  of  conlials.    (T.  D.  2387;  Oct.  30, 1916.) 

Unfermented  prune  juice,  unless  fortified  with  wine  or  apirit-s  and  sold  as  wine,  or 
unless  mixed  with  fortified  wine  and  sold  as  a  cordial,  is  not  subject  to  tax  as  wine. 
(T.D.  2387;  Oct.  30,  1916.) 

Honey  wine,  unless  so  sweetened  as  to  be  a  cordial,  is  subject  to  tax  as  wine. 
(T.  D.  2387;  Oct,  30,  1916.) 

Wines  used  iu  manufacture  of  vermuth  must  be  first  tax  paid,  and  vermuth,  aa 
such,  is  subject  also  to  tax  imposed  by  act  of  September  8,  1916.  (T.  D.  2387;  Oct- 
30,  1916.) 

Vermuth  in  hands  of  retail  dealers  September  8, 1916,  is  subject  to  tax  under  act  ol 
October  22, 1914,  as  a  cordial.     (T.  D.  2387;  Oct.  30, 1916.) 

Unfortified  wines,  if  not  mixed  with  distilled  spirits,  mav  be  used  in  manufacture 
of  vermuth,  but  such  wines,  as  also  the  vermuths  so  manufactured,  are  each  subject 
to  tax;  still  wines  fortified  under  the  act  of  October  22,  1914,  may  be  used  in  the 
manu^ture  of  vermuth  subject  to  the  conditions  above  named.  (T.  D.  2387:  Oct. 
30,  1916.) 

Wine  stamps  issued  under  emergency  revenue  act  of  October  22,  1914»  may  be 
used  for  wines,  cordials,  etc.,  taxable  under  the  act  of  September  8,  1916;  ^uch 
stamps  may  be  affixed  to  the  casks  or  outer  cases  contaimng  the  taxable  winee; 
bottles  of  wine  removed  from  stamped  cases  should,  however,  be  labeled  by  the 
dealer  as  containing  wine  removed  from  stamped  packages  or  cases;  bottles  removed 
from  unstamped  cases  should  be  stamped.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  and  cordials  in  hands  of  wholesale  dealers  September  8,  1916,  not  having 
been  removed  for  sale  directly  to  consumers,  are  not  subject  to  tax  under  act  <» 
October  22,  1914.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  and  cordials  in  hands  of  retail  dealers  September  8,  1916,  having  been 
removed  for  consumption  prior  to  that  date  are  subject  to  tax  under  the  act  of  Octo- 
ber 22,  1914.     (T.  D.  2387;  Oct.  30,  191S.) 

Cocktails  prepared  on  premises  where  they  are  consumed  and  not  exposed  for  sale 
need  not  be  labeled  or  stamped.    (T.  D.  2387;  Oct.  30, 1916.) 

Wines  fortified  under  the  act  of  September  8,  1916,  if  containing  added  sugar  and 
aromatic  substances,  under  whatever  name  sold,  will  be  subject  to  tax  as  cordiais. 
(T.  D.  2387;  Oct.  30,  1916.) 

Tax-paid  wine  fortified  under  the  act  of  September  8, 1916,  if  so  treated  as  to  bring 
it  within  clafls  of  cordials,  is  subject  to  tax  as  a  cordial.     (T.  D.  2387;  Oct.  30, 1916.) 

(^ordials,  etc.,  held  by  wholesale  dealers  when  act  of  September  8,  1916,  took 
effect,  and  those  subsequently  received  (unless  containing  sweet  wine  fortified 
under  that  act)  are  not  subject  to  tax.    (T.  D.  2387;  Oct.  30,  1916.) 

Vermuth  made  from  tax-paid  spirits  without  addition  of  wine  is  taxable  as  wine: 
use  of  both  wine  and  spirits  is  prohibited  by  paragraph  (f )  of  section  402  of  act  oi 
September  8,  1916,  unless  wine  nas  been  fortified  under  tne  act,  in  which  case  the 
product  is  taxable  as  a  cordial.    (T.  D.  2387;  Oct.  30,  1916.) 

(^ordials  are  taxable  under  the  act  of  September  8,  1916,  onl^  when  containing 
wine  fortified  under  that  act;  mixing  of  wine  not  so  fortified  with  distilled  spirits 
in  the  manufacture  of  cordials  is  within  prohibition  of  paragraph  (f)  of  section  402 
of  such  act.     (T.  D.  2387,  Oct.  30,  1916.) 

Vermouth  is  subject  to  tax  as  wine;  where  made  from  tax-pai^  spirits,  without 
addition  of  wine,  it  is  taxable  as  wine;  use  of  both  wine  and  spirits  is  prohibited 
by  pan^Tuph  (f )  of  section  402  of  the  act  of  September  8,  1916,  unless  the  wine  has 
been  fortified  under  the  act,  in  which  case  the  product  is  taxable  as  a  cordial. 
(T.  D.  2387;  Oct.  30,  1916.) 

Tax-paid  still  wines,  domestic  and  foreign,  and  tax-paid  distilled  spirits  may  be 
used  by  rectifiers  in  the  manufacture  of  vermuths^  liqueurs,  cordials,  and  similar 
compounds  and  fluid  extracts,  under  stated  conditions;  bond  given  by  rectifier; 
marking  of  containers;  notice  and  records;  gauging  of  products  after  rectification; 
marking,  branding,  and  stamping  compounds.    (T.  D.  2403;  Nov.  29, 1916.) 

Manufacturers  manufacturing  vermuth  or  taxable  liqueurs,  etc.,  required,  under 
paragraph  (h)  of  section  402  of  the  act  of  September  8, 1916,  to  execute  a  tax  b<md  in 
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stated  form,  and  to  keep  all  such  taxable  articles  separate  and  apart  from  nontaxable 
articles;  bond  to  -be -executed  in  duplicate  with  sureties  satisfactory  to  collector 
in  a  penal  sum  at  least  equal  to  tax  on  estimated  quantity  of  articles  named  remain- 
ing on  hand  at  any  one  time,  but  in  no  case  less  than  $5,000;  in  case  of  insufficiency 
new  or  additional  bond  will  be  required  by  collector.  (T.  D.  2404;  Nov.  27,  1916.) 
Anv  person  manufacturing  compound  liguor  in  such  manner  as  to  make  him  a 
'nei 


rectiner  as  defined  in  section  3244,  Revised  Statutes,  shall  be  liable  to  special  tax 
as  such,  except  that  persons  manufacturing  liquor  for  personal  consumption  and 
retail  liquor  dealers  compounding  solely  to  fill  orders  for  drinks  received  at  the  bar, 
after  such  orders  have  oeen  received,  shall  not  be  charged  with  liability.  (T.  D. 
2546;  Oct.  23, 1917.) 

Harks  and  brands. 

All  products  of  rectification  from  molasses,  spirits,  or  spirits  other  than  grain  at 
rectifying  houses,  must  be  marked  and  branoed  in  the  same  maimer  as  spirits 
derived  from  grain.    (T.  D'.  2548.  2560;  Oct.  4,  1917.) 

Occupational  tax. 

Straining  of  distilled  spirits  through  cotton,  cotton  cloth,  or  other  material  for 
purpose  of  removin^s;  particles  of  charcoal  or  other  extraneous  matter  on  premises 
of  wholesale  or  retail  liquor  dealer,  without  payment  by  such  dealer  of  special  tax 
as  rectifier  of  distilled  spirits  will  not  be  permitted.     (T.  D.  2953;  Nov.  29,  1919.) 

The  use  of  what  is  commonly  known  as  a  **hat  filter"  by  wholesale  or  retail 
liquor  dealer  without  payment  of  special  tax  as  rectifier  of  distilled  spirits  is 
prohibited.     (T.  D.  2963;  Nov.  29,  1919.) 

Retail  liquor  dealers. 

Provision  of  section  304  of  the  act  of  October  3,  1917,  prohibiting  reduction  in 
proof  or  increase  in  volume  in  any  quantity  by  addition  of  water  or  other  substance, 
rectified  spirits  on  which  the  15-cent  tax  has  been  paid,  does  not  apply  to  reduc- 
tion of  proof  by  retailers  made  at  time  of  sale,  but  such  reduction  may  not  be  mode 
in  quantity  in  advance  of  sale  of  drinks.    (T.  D.  2566;  Oct.  27, 1917.) 

Stamps. 

Instructions  with  reference  to  furnishing  wholesale  liquor  dealers '  stamps  in  lieu 
of  or  in  exchange  for  stamps  for  rectified  spirits;  bottling  directly  from  package  cov- 
ered by  stamps  for  rectined  spirits;  size  of  packages.  (T.  D.  2548,  2560;.  Oct.  4, 
1917.) 

Transfers  to  different  containers. 

Transfer  of  distilled  spirits  from  one  container  to  another,  whether  rectified  or 

^  not,  without  placing  label  upon  new  container  bearing  stated  legend^  forbidden, 
unless  spirits  shall  have  been  denatured  under  supervision  of  internal-revenue 
officers;  regulations  as  to  books  and  transcripts.     (T.  D.  2559;  Oct.  26,  1917.) 

Wine. 

Rectifiers  are  not  entitled,  under  the  act  of  September  8, 1916,  to  receive  on  their 
premises  untax-paid  wine  or  spirit*.    (T.  D.  2387;  Oct.  30,  1916.) 

l^^se  of  filtering  apparatus  will  be  permitted  for  filtering  wines,  but  if  othcrwnso 
usefi  on  premises  of  dealers  such  dealers  will  thereby  incur  special  tax  as  rectifiers. 
(T.  D.  2387;  Oct.  30,  1916.) 

Where,  in  cellar  treatment  of  wine  to  which  has  been  added  a  sugar  solution  for 
purpose  of  correcting  natural  deficiencies,  additional  sugar  is  needed  to  perfect 
such  wine  according  to  commercial  standards,  same  may  be  added  (if  before  removal 
from  winery  or  other  bonded  premises)  without  rendering  wine  makers  or  bonded 
dealers  liable  to  special  tax  as  rectifiers;  wine  makers  and  proprietors  of  bonded 
premises  in  blending  or  otherwise  treating  wines  to  perfect  them  according  to  com- 
mercial standards  will  not  therebv  incur  liability  as  rectifiers,  such  blending  being 
rc^rded  as  cellar  treatment,  authorized  by  the  act  of  September  8,  1916.  (T.  D. 
2470;  Mar.  27,  1917.) 

BEDEMPTION. 

Admission  tickets. 

Where  rain  checks  attached  to  tickets  sold  for  canceled  bao3b^l  game  are  redecm- 
•   able  in  cash  with  refund  of  the  tax,  or  by  issue  of  ticket  for  another  game,  the  box- 
office  statement  for  the  canceled  game  may  be  marked  ''Canceled,"  but 4il its  next 
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Admiasion  tickets — Cbutiimed. 
return  the  tax  muet  be  accounted  for  by  the  dub  on  sukv  tickete  not  cedocsHed  n^ 
shown  by  compaiifion  of  box-ofilce  stat^OAet  ior  caaoeLed  fluae  vith  stalemciitH 
for  subsequent  games.    <T.  D.  2681;  Mar.  26, 1918.) 

Where  a  ticket  is  redeemed  before  a  perlannaajce,  the  tax  iiii(p<iBed  by  acctioii  r<  k) 
of  the  act  ol  October  ^  1917,  as  well  as  the  price  <rf  the  ticket,  aftioi^  be  Rfimdc  J . 
(T.D:  2681;  Mar,  26,  1918.) 

BEFTTND  OP  TAX. 
Sec  '* Claims." 

RSaXSTBATlON. 

Produco  or  merchandise  sales. 

Regulation  No.  40,  Part  2,  requires  a  statement  of  registration  by  persons  makinj;: 
contract  of  sale  of  produce  or  merchandise  on  exchanges  for  future  cfeliTery;  rrcor;! 
of  registration  to  be  kept  by  collector  and  certificate  (2  registration  to  be  issued  ant  I 
posted;  forms;  statement  of  registration  by  exchanges  and  clearing  houses.  (T.  I>. 
2608;  Nov.  30,  1917.) 

Propzietor  of  place  of  eatertaiimlent. 

Every  pereon,  corporation,  etc.,  required  to  collect  tax  on  admissions  shall  on 
tlic  1st  day  of  April,  1918  (and  if  not  on  that  date  engaged  in  business  then  within 
10  davB  after  engaging  in  1)U8ines8),  and  annually  thereafter  on  the  1st  dav  of  Juh' 
Ale  in  fiie  oiice  of  tiie  collector  of  internal  Rrrenne  of  t^  district  in  whick  "bis  place 
of  hxtsmess  is  located^  an  application  for  registry,  setting  fortli  certain  stated  infntna- 
tion;  traveling  or  itinerant  ehowsj  collected',  if  satisfied  that  all  stateeaentB  gircn 
in  application  are  correct,  will  issue  certificate  of  registration  on  certain  form, 
whieh  proprietor  shall  keep  conspicuously  posted  in  his  place  of  business  or  carrj- 
cm  his  person  if  he  has  no  fixed  place  of  business.    (T.  D.  2$81;  Mar.  26,  1918.) 

Where  a  theater,  hall,  park,  or  place  is  leased  and  the  procedure  airthorized  hy 
Article  XXVII  of  Regulations  43  is  not  adopted,  the  lessee,  precisely  like  theproffxric- 
tor,  must  comply  in  e^'ory  respect  wit^  the  regulations  regarding  registration. 
(T.D.  2681;  Mar.  26,  1918.) 

Stills. 

Under  section  3244,  Revised  Statnte.i.  all  stills  which  are  manufactured  can  be 
removed  only  under  permit  from  the  collector,  which  permit  must  be  in  pursuance 
of  the  notice  by  the  manufacturer  and  must  be  registered  on  Form  26  when  set  up. 
(T.  D.  2993;  Mar.  22.  1920.) 

Registry  of  still  or  distilling  apparatus,  set  u^,  'teqvuand  hy  Bodkm  3358,  BevieeA 
Statutes,  must  be  made  on  permit  No.  20^  in  triplicate,  and  deliveved  to  collector, 
who  will  send  one  copy  to  the  Federal  director  of  prohibition  for  the  State  and  one 
to  the  Oommissionor  of  Internal  Re  venues  this  registry  must  be  made  jnunediately 
after  the  still  or  distiUii^  ^pitatus  •cornea  into  possosf^on,  custody,  or  imder  control 
of  such  person,  whether  it  be  a  new  still  or  distilling  apparatus,  or  whether  one  party 
succeeds  another  in  the  possession,  custody,  control,  or  use  thereof.  (T.  D.  28SC; 
Mar.  22,  1920.) 

The  requirement  of  law  tbat  all  stiMs  set  up  must  be  roeistered,  wketbor  ii^«micd 
for  use  or  not,  applied  to  all  stills,  of  w^hatever  size  and  for  whatever  purpose  in- 
tended, whether  toi-  distillation  of  spirits  or  for  pharmaceutical  or  other  punposos; 
and  any  still  or  distilling  apparatus  not  so  registered  is  subject  to  forfeiture  to  tlu* 
United  States,  together  with  all  personal  property  in  the  possession  or  custody  or 
under  the  control  of  the  person  having  possession  or  control  of  such  still  or  distillirg 
apparatus  and  found  in  the  building  or  in  any  vard  or  inclosure  connected  "mth 
th'-»  building  in  which  same  may  be  set  up.     {f.V.  2993;  Mar.  "22,  1920.) 

1 1  will  be  assumed  thataruy  still  is  intended  for  the  prodoction  of  distilled  apixit-s, 
with  exception  of  retofts  for  the  production  of  wood  alcohol,  unless  the  manuXac- 
turor  shall  ItfrJiish  to  the  collector  of  the  district  evidence  under  oath  to  show  that 
the  still  is  to  be  used  for  other  purposes  than  distilling  spirits,  and  this  ervidcoco 
must  show  affirmatively  the  exact  purpose  for  which  still  is  to  be  used  and  where 
it  is  to  be  set  up  and  used;  upon  filing  of  evidence  in  question  along  with  notice  to 
collector  of  intention  to  remove  the  still  from  the  place  of  manufacture,  the  still 
may  be  removed  without  payment  of  tax  thereon  and  without  permit  called  ior 
in  section  3265,  Revised  Statutes,  but  the  same  must  be  registered  when  set  up; 
this  nillng  4&es  not  applr  to  glass  labcKratery  stifls  of  iTtifKng  tApacity  itscd  only 
«fer<;lkeraical  parpossB.    (T.  D.  f9^]  Mar.  22,  IfSO.) 
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stock  sales. 

Re^uIatitHi  No.  40,  Fart  1,  rec^uires  a  etotianient  <rf  Tegmtrmdoti  by  persoiffi,  cor- 
poratioDs,  etc.,  engaged  in  n^otiating,  making,  or  recording  sales  ol  shares  of  stock 
and  other  Kke  securities;  record  erf  statem^it  Si  registration  to  be  kei)t  by  collector 
who  must  issue  certificate  of  registration  to  be  posted  in  place  of  busine^.  (T.  D. 
2608;  Nov.  30,  1917.) 

&£LXaiOTrS   SOCIETIXS. 

Admiaatons  to  entertaiiimieiits  for. 

Whore  proceeds  of  admissions  inure  exclusively  to  benefit  of  religious  institutions, 
societies,  or  orpinizations,  admissions  are  not  taxable;  character  of  organization  forx 
which  benefit  is  given,  and  not  purpose  of  particular  benefit,  is  controlling;  admis- 
sions to  any  entertainment  given  for  charity  are  taxable  if  funds  are  administered 
by  any  persons  or  organizations  other  than  religious,  educational,  or  charitable  insti- 
tutions, societies,  or  organizations.    (T.  D.  2681;  Mar.  26,  1918.) 

Every  institution,  society,  or  or^nization  claiming  exemption  from  collect injr 
tax  on  admissions  by  reason  of  being  religious,  required  to  file  with  collector  of 
district  afi&davit  upon  stated  form,  prior  to  conducting  any  entertainment  or  amuse- 
ment or  permitting  either  to  be  conducted  for  its  benefit;  imless  affidavit  shall  be 
filed  sufficiently  before  date  of  entertainment  to  permit  of  full  advance  investigation 
of  circumstances  and  a  decision  thereon,  managers  of  entertainment  shall  k(^op 
and  exhibit  to  internal-revenue  officers  complete  record  of  admissions  to  each  per- 
formance and  will  be  held  responsible  for  collection  of  tax  in  case  claim  for  exemp- 
tion is  not  allowed.    (T.  D.  268^1;  Mar.  26,  1918.) 

Capital  stock  tax — ^Exemption. 

Corporation  or  association  oi^ganized  and  operated  exclusively  for  religious  pur- 
poses, no  part  of  net  income  of  which  inures  to  benefit  of  any  pri^Tite  stockholder  or 
individual,  is  exempt  from  tax  imposed  by  section  407  of  the  act  of  September  8, 

1916.  (T.  D.  2383;  Oct.  19,  1916.    T.  D.  2750,  art.  12;  Aug.  9,  1918.) 

Excess  jyrofits  tax — GFifts. 

Contributions  or  gifts  for  religious,  charitable,  etc.,  purposes  allowed  as  deduction 
for  purposes  of  income  tax  under  paragi*aph  ** ninth"  of  subdivision  (a)  of  section  5 
of  tne  act  of  September  8,  1916,  as  amended,  may,  subject  to  limitations  therein 
contained,  be  deducted  in  comj)uting  net  income  of  trade  or  business  only  when 
shown  to  satisfaction  of  Commissioner  of  Internal  Revenue  that  such  contributions 
or  gifts  are  made  from  trade  or  business  and  not  by  indi\4dual  in  his  personal 
capacit>\    (T.  D.  2694;  art.  37.) 

BxdBe  taxes. 

There  is  no  exemption  from  tax  imposed  by  section  600  of  the  act  of  October  3, 

1917,  in  the  case  of  fihns  used  exclusively  for  educational,  charitable,  or  religious 
pra-poscs.    (T.  D.  2719;  Art.  XII.) 

Boat  used  by  Y.  M.  C.  A.  in  transporting  its  religious  workers  and  others  is  not 
used  for  trade,'  but  for  other  serious  purpose,  and  is  subject  to  tax  imposed  by  sec- 
tion 603  of  act  October  3,  1917.    (T.  D.  2753;  Aug.  23,  1918.) 

Ixxcome  taxes  —Exemption. 

Corporations  or  associations  organized  and  operated  exclusively  for  religious  pur- 
poses are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing  w^ith  col- 
tec*  tor  affidavit  setting  out  character  and  purpose  of  organization  and  showing  Umt 
no  part  of  any  income  inures  to  benefit  of  any  private  stockholder  or  individual  and 
that  such  income  is  used  exclusively  to  promote  purposes  for  which  organized,  as 
indicated  in  particular  paragraph  under  which  exemption  is  claimed.  (T.  I). 
2690;  art.  67.) 

Exemption  from  filing  returns  and  paying  income  tax  of  corporations  or  associa- 
tions organized  and  operating  exclusively  for  religious  purposes  is  conditional  upon 
such  an  organization  filing  an  affidavit  snowing  cnaracter  and  purpose  of  organiza- 
tion, source  of  income  and  disposition  o!  same,  whether  or  not  any  of  its  income  is 
credited  to  surplus  or  inures  to  benefit  of  any  private  stockholder  or  individual,  to 
which  affidavit  should  be  attached  copy  of  charter  or  articles  of  incorporation  and 
by-laws;  where  collector  is  in  doubt  as  to  taxable  status  or  organization,  upon  receipt 
of  affidavit,  etc.,  he  will  refer  affidavit  and  accompanying  papers  to  Commissioner 
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Income  taxes— Exemption — Continued, 
d  iBteraal  Revenue  for  deciaon;  if  it  is  held  that  corporation  itoelf  is  exempt  from 
income  and  excess-profits  taxes  it  is  not,  however,  exempt  from  the  withholding 
requirements  nor  from  furnishing  information  in  accordance  with  provisionB  of  act 
of  October  3,  1017.    (T.  D.  2693;  Apr.  8,  1918.) 

Sacramental  wine. 

Procedure  outlined  in  T.  D.  2765  should  be  followed  where  wines  are  produced 
for  sacramental  purposes  by  churches  or  religious  orders,  and  production  and  dis- 
tribution are  entirely  under  clerical  supervision;  such  wines  may  be  removed  fnnn 
premises  where  produced,  in  accordance  with  T.  D.  2788;  labels  required  by  that 
decision  may  be  omitted;  wine  used  for  sacramental  purposes  is  subject  to  tax. 
(T.  D.  2881;  July  3,  1919.) 

BEMEDIES  FOE  DISEASE. 

Sec  *' Medicinal  Preparations.'' 

BENT. 
Seo  *' Landlord  and  Tenant." 

EEPAIE8. 

Excise  taxes — Deductions. 

A  steamship  company  is  entitled  to  deduct  from  gross  income  in  annual  tax 
returns  required  by  section  38  of  the  act  of  August  5,  1909,  amounts  paid  out  (or 
ordinary  and  necessary  repairs  in  the  maintenance  and  operation  of  its  businefs 
aud  property,  and  in  addition  a  reasonable  allowance  for  depreciation  of  property, 
if  any.    (T.  D.  2773;  Nov.  8,  1918.    Ct.  Dec.) 

Income  taxes — Deductions. 

Amounts  expended  by  tenants  for  taxes  and  necessary  repairs  under  agn^inent 
in  addition  to  stipulated  cash  rental,  are  items  of  taxable  income  and  as  such  ehould 
be  reported  in  return  of  landlord;  corresponding  amount  may  be  deducted  by  the 
landlord.    (T.  D.  2690;  art.  4.) 

Cost  of  incidental  repairs  which  neither  add  to  value  of  property  nor  appreciably 
prolong  its  life,  but  keep  it  in  an  ordinarily  efficient  operating  condition,  may  bo 
deducted  as  expense,  provided  that  plant  or  property  account  is  not  increasea  by 
amount  of  such  expenditures;  such  repairs  to  extent  that  they  arrest  deterioration 
diould  have  effect  to  reduce  depreciation  charge  otherwise  deductible.  (T.  D. 
2690;  art,  131.) 

Cost  of  incidental  repairs  necessarv  to  keep  buildings  erected  by  lessee  corporatioa 
in  efficient  condition  for  purposes  of  their  use  may  be  deducted  by  such  corporation 
OS  an  expense  of  operation  and  maintenance.    (T.  D.  2690 ;  art.  140.) 

Lessee  corporation  may  not  deduct  any  depreciation  with  respect  to  buildings 
erected  by  it  on  leased  ground,  but  cost  of  incidental  repairs  necessary  to  teep 
buildings  in  efficient  condition. for  purpose  of  their  use  may  be  deducted  as  ex- 
pense 01  operation  and  maintenance;  if  life  of  improvement  is  less  than  life  of  lease, 
depreciation  may  be  taken  by  lessee,  based  upon  cost  and  life  of  improvement. 
(T.  D.  2690;  art.  140.) 

Expenditures  for  incidental  repairs  which  do  not  add  to  value  nor  appreciably 
prolong  life  of  property  are  deductible  as  expenses  by  insurance  companies  other 
than  mutuals,  but  including  mutual  life  and  mutual  marine,  but  expenditures  for 
new  buildings,  permanent  improvements,  or  betterments,  which  increase  value  of 
property,  or  for  restoring  or  replacing  property,  are  not  deductible;  such  expendi- 
tures are  properly  ohargfeable  to  capital  account,  to  be  extinguished  through  annual 
depreciation  allowance.     (T.  D.  2690;  art.  240.) 

Insurance  companies,  other  than  mutuals,  but  including  mutual  life  and  mutual 
marine,  may  add  to  expenses  in  lieu  of  depreciation  of  furniture  and  fixtures,  actual 
cost  of  repairs,  replacements,  and  renewals  of  such  furniture  as  is  reported  to  State 
insurance  department,  provided  that  in  ease  of  an  original  investment  cost  Aereof 
shall  be  charged  to  capital  account.    (T.  D.  2690;  art.  240.). 

Jewelry— Excise  taxes. 

Merely  repairing  for  a  customer  jeweli^  owned  by  him  is  not  taxable  under  section 
600  (e)  of  the  act  of  October  3, 1917.    (T.  D.  2719;  Art.  XVI.) 
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Uoving-picturld  films— Excise  taxes. 

Tax  imposed  by  section  600  of  the  act  of  October  3, 1917,  does  not  appl^  to  repairs 
of  positive  films,  but  does  to  the  negative  films  used  in  making  such  repairs.  (T.  D . 
2719;    Art.  XII.) 

BSPLACEHSNT  FTIND 
Income  and  excess  profits  taxes. 

When  corporation  as  result  of  suit  or  otherwise  secures  payment  for  damages 
v^hich  it  may  have  sustained,  and  amount  of  such  payment  is  in  excess  of  amount 
necesBary  to  make  ^ood  the  damage  or  damagecl  property,  the  amount  of  such 
excess  shall  be  considered  and  returned  as  income  for  year  in  which  received;  if 
entire  or  an  estimated  amount  of  damage  shall  have  been  previously  charged  off 
and  deducted  from  gross  income,  amount  recovered  shall  be  returned  as  income, 
but  if  amount  recovered  is  less  than  damage  sustained  or  less  than  an  amount  neces- 
sary to  make  good  the  damage,  difference  between  actual  amount  of  damage  sus- 
tained and  amount  recovered  will  be  deductible  as  loss.  (T.  D.  2706;  Apr.  25, 
1918.) 

In  caee  of  property  title  to  which  has  been  requisitioned  for  war  uses,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excess 
of  amount  received  by  owner  as  compensation  for  property  over  value  thereof  on 
March  1,  1913.  or  over  its  cost  if  it  was  acquired  alter  that  date,  except  so  far  as 
actually  used  lor  replacement  of  property  in  kind,  is  subject  to  income  and  excess- 
profits  taxes.    (T.  D.  2706;  Apr.  25,  1918.) 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses 
or  lost  or  destroyed  through  war  hazards,  may  be  to  use  entire  amount  received  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may  not 
be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
payer may  establish  ** replacement  fund"  in  which  entire  amount  of  compensation 
shall  be  held,  and  pending  disposition  thereof,  accounting  for  gain  or  loss  may  be 
deferred  for  reasonaole  time,  to  be  determined  by  Commissioner  of  Internal  Revenue 
(T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged,  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may,  subject 
to  approval  of  Commissioner,  be  amount  of  compensation  received,  less  amount,  if 
any.  which  becomes  payable  out  of  such  compensation  under  terms  of  such  instru- 
ment or  obligations  tnereby  secured;  in  such  case  taxpayer  should  apply  to  Com- 
missioner for  permission  to  establish  such  fund,  reciting  in  his  application  all  facts 
relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to 
replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security,  or  make 
deposit;  when  replacement  or  restoration  is  made,  new  or  restored  property  shall  not 
be  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  which  the  requisi- 
tioned, damaged,  or  destroye^i  property  was  carried,  except  and  to  extent  that  such 
new  or  restored  property  has  an  increased  productive  capacity.  (T.  D.  2706;  Apr. 
25, 1918.) 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.    (T.  D.  2733;  June  17,  1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 
cates of  authority  from  Secretary  of  Treasury  as  acceptable  sureties  on  Federal 
bonds  will  be  approved  as  sureties  or  depositaries  under  Schdeules  B  and  C  of 
Fonn  1114,  prescribed  by  T.  D.  2733,  on  application  for  establishment  of  replace- 
ment fund  m  case  of  property  requisitionea  for  war  uses  or  lost  or  destroyed  in 
whole  or  in  part  through  war  hazards,  as  permitted  by  T.  D.  2706.  (T.  D.  2755; 
Aug.  26,  1918.) 

BEPOBTEBS. 

Newspaper  reporters— Admissions. 

Newspaper  reporters  and  critics,  occupying  space  in  audience,  must  pay  tax  im- 
posed by  section  700  of  the  act  of  October  3,  1917.    (T.  D.  2681;  Mar.  26,  1918.) 

Admissions  of  baseball  reporters  and  telegraphers,  occupying  special  space  at  base- 
baft  parks,  and  admitted  by  passes  issued  by  baseball  writers'  association,  are 
exempt  from  tax  under  section  700  of  the  act  of  October  3, 1917.  (T.  D.  2681;  Mar. 
26, 1918.) 

70420^—21 34 
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BEQUESTS  FOB  TBANSPCOXATION. 

See  ''Transportation  Tax." 

BEQTTisrnon  or  fbofbrty. 

Coxnpezisation — ^Income  and  excess  profits  taxes. 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  ua»,  or  property 
which  has  been  lost  or  destroyed  in  whole  or  in  imrt  through  war  hiuEards,  exces 
of  amount  received  by  owner  as  compeasation  for  pro5>erty  over  value  thereof  on 
March  1, 1913,  or  over  its  coat  if  it  was  acquired  after  that  date,  except  so  lar  as  actu- 
ally used  for  replacement  of  property  in  kind,  is  subject  to  ineome  and  excess  pmfi  Is 
tax«a.     (T.  D.  2700;  Apr.  25,  1918.) 

AUliou<?h  intention  or  obligation  of  owner  of  property  requisitioned  for  war  iL«es,  or 
lost  or  destroyed  through  war  hazards,  amy  be  to  use  entire  amount  received  as  com- 
pensation for  replacement  in  kind  of  such  property,  such  replacement  may  not  bo 
practicable  for  a  considerable  time,  owino^  to  war  conditions;  in  such  case  taxpayer 
may  establish  *' replacement  fund  "  in  which  entire  amount  of  compensation  shalf  bo 
held,  and  pending  disposition  thereof,  accounting  for  gain  or  loss  may  be-deferred  for 
reasonable  time,  to  be  determined  by  ('ommiseioner  of  Interna!  Revenue.  (T.  I>. 
270G;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged,  constitutes. all  or  part  of  security 
under  mcotgage  or  trust  indenture,  amount  carried  to  replacement  fundi  subiect  to 
approval  of  Commissioner,  be  amount  of  compenaation  received,  leas  amount,  if  any, 
which  becomes  payable  out  of  such  compensation  under  terms  of  such  instrument  or 
obligations  thereby  secured;  in  such  case  taxpayer  should  apply  to  Cominiasiooer 
for  permission  to  establish  such  fund,  i^eclting  m  Jub  applicatiou  all  iacts  relating  to 
transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to  replace  or 
restore  property;  taxpayer  required  to  furnish  oond  with  security,  ot  make  deposit; 
when  replacement  or  restoration  is  made,  newer  restored  property  snail  uotbevaiuied 
in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  which  ^e  requisitioned, 
damaged,  or  destroyed  property  was  carried,  except  and  to  extent  that  such  new  or 
restored  property  has  an  increased  productive  capacity.  (T.  D.  2706;  Apr.  25. 
1918.) 

Forms  of  application  for  permtasion  to  establi^  r^lacecnent  fund  and  of  permit 
therefor  prescribed.     (T.  D.  2788;  June  17,  1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  certifi- 
cates of  authority  from  Secretary  of  Treasury  as  acceptable  sureties  on  Federal 
bonds  will  be  approved  as  sureties  or  depositaries  under  Schedules  B  ajid  C  of  Form 
1114,  prescribed  oyT.  7).  2733,  on  application  for  establishment  of  refylacemeutiuiid 
in  case  of  property  reqirisitioned  ior  war  uses  or  lost  or  destroyed  in  wfade  or  in 
part  through  war  hazards,  as  permitted  by  T.  D.  2706.    (T.  B.  2755;  Auj.  26, 191«.) 

BESALE. 
Admission  tidkets. 

Where  all  the  admissions  to  an  entertainment  are  sold  en  bloc  to  a  purchaser  for  a 
specific  sum  and  no  chaise  is  made  for  individual  tickets,  the  tax  is  on  the  price  paid 
for  the  entertaiument.  and  the  purchaser  must  account  for  the  tax  on  any  excess  over 
the  pitfchase  price  for  which  ne  may  resell  the  tickets;  where  broker  purchasc-s 
tickets  for  resale,  with  right  to  return  those  not  sold,  proprietor  of  entertainment  held 
responsible  for  collecting  tax  on  full  price  paid  for  actual  use  of  tickets;  independent 
brokers  and  dealers  must  collect  and  account  for  tax  on  their  sales,  leas  amount  of 
tax  on  each  ticket  collected  and  accounted  for  by  amusement  enterprise;  if  ticket  is 
B  )Id  for  use  and  not  for  resale,  at  less  than  face  value,  tax  is  on  price  paid,  but  seller 
must  collect  tax  on  face  value  unless  he  can  furnish  satisfactory  evidence  that  pre- 
sumptive purchaser  was  not  agent  of,  or  acting  in  collusion  with,  the  seller.  (T.  D. 
2681;  Mar.  26,  1918.) 

Floor  tax— Wholesalers. 

Dealers  in  automobilea  who  sell  both  to  users  and  aubage&ts  for  resale  are  whole- 
salers within  the  meamng  of  aecticm  602  of  tke  act  of  October  3, 1917,  uad  are  Uahlc 
to  floor  tax  imposed  by  said  section.    (T.  D.  2577;  Nov.  13,  1917.) 
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Income  tax — ^Deducting  price  of  stock  purchased  for  resale. 

Amount  expended  in  purchasing  stock  for  resale  is  an  investment  olcapitalifeind  is 
not  to  be  taken  as  an  item  of  expense  for  year  in  which  stock  was  purchased  or  for  any 
subsequent  year,  but  when  stock  so  purchased  is  sold  its  cost  is  to  be  deducted  from 
sales  price  in  ascertaining  amount  of  gain  or  profit  returnableior  tax.purposes;  return 
where  cost  of  stock  or  farm  products  purcliased  in  1916  or  any  previous  year  for  resale 
has  been  claimed  as  a  deduction.    (T.  D.  2665;  Mar.  8,  1918.) 

Where  farmer  has  adopted  inventory  method  of  keeping  accounts,  he  shoulfi,  in 
order  to  ascertain  gross  income,  add  to  amount  received  from  sales  during  year  the 
inventory  of  the  live  stock  and  products  on  hand  atihe  ckae  of  f^e  yaar,  and  then 
deduct  amount  expended  in  purchasing  live  stock  and  products  plus  inventory  of 
live  stock  and  procfucts  at  beginning  of  year;  no  deduction  can  be  made  for  stock  or 
products  lost  during  year;  stock  purchased  for  any  purpose  other  than  resale  may  bo 
included  in  inventory  for  each  year  at  a  figure  which  will  reflect  reduction  in  value 
estimated  to  have  occurred  through  increase,  or  age,  or  other  caxiaeB;  cost  price  of 
articles  sold  must  not  be  taken  as  additional  deduction.    (T.  D .  2665;  Mar.  8,  1918.) 

RESERVE  FUNDS 

Definition. 

The  words  "»e«erveiun^,*''aB  need  in  act.of  An^t  5, 1W9,  liave  referenceto  the 
funds  ordinarily  held  as  against  the  contingent  liability  on  outstanding  policies. 
(T.  n.  2501;  June  18,  1917.    Ct.  Bftc.) 

Insurance  companies. 

Where  there  has  been  net  decrease  in  reserve  funds  required  to  be  maintaiiied 
by  insurance  company,  so  much  of  decrease  as  is  released  to  gBneral  uses  of  the 
company  and  increases  its  free  assets  is  income  to  the  company.  (T.  D.  3913;  May  15, 
1920.     Ct.  Dec.) 

Reserve  funds  required  by  rules  and  regulations  of  State  insurance  department^*, 
promulgated  in  the  exercises  of  proprietary  power  conferred  by  etstute,  are  rceerve 
funds  *  •  jequired  by  Law  "  within  meaning  of  taxing  acts.  {T.  D.  3013;  May  3..  1920. 
Ct.  Dec.) 

The  reserve  funds,  the  net  addition  to  whkch  as  to  be  deducted  from  the  gross 
income  vl  a  life  insurance  company  in  computing  i^  net  income,  are  Idiose  funds 
which  are  hitilt  up  to  mature  the  policy,  ana  do  not  induile  funds  xeserved  because 
oT  liabilities  on  supplementary  contracts  aiot  involving  life  contiDgencies  and  can- 
celed policies  upon  which  a  cash-surrender  value  may  oe  demanded.  (T.  D.  3057; 
Aug.  16,  1920.    Ct.  Dec.) 

aSfilDBNT  ALIEN  X20RP0RATJCIKS. 

Definition. 

The  term'^seaidaatalkD  lOoxpontioiiB,''  as  used  in  T.  B.  2382,  ctfviers  such  foreign 
organizations  as  have  an  office  or  jviace  of  husLness  in  the  United  States.  '(T.  D. 
23S2;  Oct.  19,  1916.) 

Mere  maintenance  of  an  office^  or  jRacal  ageitf^'i  in  the  United  States  for  the  pay- 
ment of  dividends  on  stock  or  intersct  on  bonds,  does  not  constitute  a  ioveig^  cor- 
poration a  * 'resident"  of  the  United  States  within  the  meaning  of  Article  35  oillegu- 
lations'No.  33,  Re\dsed.    (T.  D.  2716;  May  28,  1918.) 

RESTAURANTS. 
Cabarets. 

See  "Admissions." 

RETAILERS  OF  GOODS. 

AlcohoL 

"See  Aicohol.'* 
Cigars— Determination  of  price. 

See  "Cigars." 

Di«JtiJU«a  lyNrits. 

See  ^DistiHrd  Bprrits.*^ 


Digitized  by  VjOOQIC 


632  BBTmrRS  or  iiiwaBii»!neji-^BOYAi.Tngs, 

Ezdso  taxes. 

.Sce'*ExcMeTaxe3.'' 
Floor  tax. 

8ee  ** Floor  Taxes."' 
Oleomargarine. 

See  "Oleomargprine." 
Stamp  taxes— Playing  cards. 

See  "Sump  Taxes."- 
Wines. 

Sec  "Wines."- 

BETXmNS  OF  INFOBICATION. 

Income-tax  purposes. 

See  "Income  Taxes  (Corporations)' ';  * 'Income  Taxes  (Indi\idua]B). " 

BETXJBNS  OF  TAXPAYERS. 

See  specific  heads. 

Inspection. 

Sci^  '*  Inspection. "- 

REVENT7E  AGENTS  AND  OFFICERS. 
Leave  of  absence. 

Applications  for  leave  of  absence  required  to  be  in  writing,  or  by  telegiapli  op 
telephone  if  emergency  requires,  and  to  be  reported  by  revenue  agent  under  whom 
agent  or  inspector  is  assigned  to  duty;  leave  of  absence  is  subject  to  ap|)roval  of 
Commissioner  of  Internal  Revenue:  telegraph  or  telephone  chaises  incident  to 

f>rocuring  leave  are  at  expense  of  officer  desiring  such  leave;  numner  of  reckoning 
eave  of  absence  and  extent  thereof.     (T.  D.  2369;  Sept.  12, 1916.) 

Reports. 

Special  disbursing  agents  will  discontinue  reporting  on  Form  7300  the  expenses 
incurred  in  each  State  for  miscellaneous  items  and  services  of  special  employees, 
guides,  posse  men,  and  informers.    (T.  D.  2398;  Nov.  18,  1916.) 

Use  by  revenue  agents  of  Form  629  discontinued;  Form  132  should  contain  state- 
ment of  duties  performed.    (T.  D.  2398;  Nov.  18,  1916.) 

ROCK,  RYE,  AND  GliYCERIN. 
Beverages. 

See  "Beverages." 

ROOT  BEER. 

Beverages. 

See  "Beverages." 

ROYALTIES. 
Excise  taxes — Net  income. 

Lessee  of  mining  property  may  not  deduct  proportionate  value  of  ore  in  place  on 
January  1,  1909,  with  respect  to  each  ton  of  ore  mined,  as  so  much  depletion  of 
capital  assets,  but  may  deduct  proportionate  part  of  royalty  paid  in  advance. 
(T.  D.  2721;  June  4,  1918.    Ct.  Dec.) 

Income  taxes — Gross  income. 

Royalty  paid  to  proprietor  by  those  who  are  allowed  to  develop  or  use  -property, 
or  operate  under  some  right  belonging  to  him,  is  to  be  accounted  for  as  income. 
(T.  D.  2690;art.  4.) 


Digitized  by  VjOOQIC 


&AOCHARINS   LIQUID— SALES.  533 

Xncoaie  taxes— Grow  .inoMne — Continued. 

Gross  income  from  sources  within  United  States,  as  applied  to  foreign  corpora- 
tions, includes  income  from  royalties  from  business  transacted  or  capital  invested 
in  the  United  States.    (T.  D.  2690;  art.  89.) 

Royalties  received  in  accordance  with  contract  by  which  corporation  has  assigned 
patent  rights  to  manufacture  machines,  etc.,  arc  income  and  should  be  so  accounted 
for.    (T.  D.  2690;  art.  113.) 

— : —  Net  incozne. 

Owner  of  patent  may  deduct  from  gross  income  each  year  until  capital  invested 
therein  is  extinguished  sum  ascertained  by  dividing  cost  of  patent  oy  number  of 
years  constituting  its  life  or  by  number  representing  years  of  its  life  remaining  after 
date  of  acquirement.    (T.  D.  2690:  art.  113.) 

SACCHABINE  LIQUID. 
Distilled  spirits. 

Dilute  saccharine  liquid,  derived  from  sawdust,  wood  waste,  pulp,  and  like 
bases,  is  material  from  which  the  production  of  distilled  spirits  for  beverage  pur- 
poses is  prohibited  by  section  15  of  the  food-control  act  of  August  10,  1917.  (T.  D. 
2526;  Sept.  25,  1917.) 

Dilute  saccharine  liquid  derived  from  sawdust,  wood  waste,  pulp,  and  like  bases 
may  not  be  used  in  producing  beverage  spirits.    (T.  D.  2559;  Oct.  26,  1917.) 

BACBAMENTAL  WINES. 

See  "Wines." 

SAFE-DEPOSIT  COMPANIES. 

Estate  taxes — Nonresident  decedents. 

Safe-depcflit  companies  having  property  in  this  country  of  nonresident  decedent 
may  not  release  to  foreign  administrator  or  executor  or  foreign  beneficiary  any 
propert3r  within  this  country  at  time  of  decedent's  death  tmtil  after  tax  due  has 
Seen  paid  or  ancillary  letters  have  been  taken  out  or  otherwise  provision  has  been 
made  by  estate  for  satisfaction  of  tax  lien.    (T.  D.  2454;  Feb.  28,  1917.) 


See  "Army  and  Navy." 
tSee  * '  Compensa  tion . '  * 


SAILORS. 

SALARY. 

SALES. 


Admission  tickets. 

See  "Admissions.** 
Capital  stock— Stamp  taxes. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue 
of  preferred  and  common  stock,  whether  or  not  excnanged  for  old  stock,  upon 
reorganization  of  corporation  under  section  24  of  the  New  York  stock  corporation 
law  for  purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is 
inapplicable  to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such 
reorganization.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  is  measured, 
not  by  amoimt  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value^  in  the  case 
of  shares  having  a  face  or  par  value  and  by  the  actual  value  determmed  by  the 
market  price  or  otherwise  in  case  of  shares  having  no  face  or  par  value  but  an 
actual  value  in  excess  of  $100  a  share.    (T.  D.  2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  stock  to  or  from  vofeinff  trustees  or  other  trustees,  to  transfer  of  voting-trust  cer- 
tificates, to  transfer  of  snares  in  so-called  Massachusetts  trusts,  and  other  imin- 
corporated  associations,  to  transfer  of  right  to  receive  a  stock  dividend  already 
declared,  and  to  transfer  of  interest  of  a  subscriber  for  stock,  however  such  interest 
may  be  evidenced  or  conditioned  upon  fuither  payments.  (T.  D.  2752;  Aug.  14, 
1918.) 
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Capital  stock — Stamp  taxes — Contijuiad. 

Ta3l  ifiopoaed  by  act  Ocfiobar  a,  1-917,  oa  Araofler  of  csjpital  «tack  AttediaB  im  Bales 
€ir  transfers  of  stock,  whether  •or  not  repBesenied  hy  certificateB.  (T.  D.  2792; 
Aug.  14, 1918.) 

Tax  iBzpoaed  by  act  Octa^ber  3, 1917,  on  transfeis  of  ^apital  stodc  does  Bot  lipply 
to  surreuaer  of  certificatoa  in  exchange  Xar  oilier  certLficates  r>e^reBenting  same  or 
new  stock,  provided  they  are  issued  to  the  same  holder,  nor  does  itatpjfiy  to  sur- 
render of  stock  certificates  for  retirement  and  redemption  for  cash;  if,  however, 
corporation  buys  some  of  its  own  stock  and  transfers  it  to  itself,  whetber  or  jwt  it 
intends  eventually  to  cancel  it,  transfer  is  subject  to  tax.  (T.  D.  2752;  Aug.  14. 
1918.) 

Tax  JaxLposed  by  at>t  October  3.  1917,  on  tcauslor  of  cs^pkal  stock  does  not  aj)|)ly 
to  transfer  of  "'rights"  to  subscribe  for  stock,  prior  to  exercise  of  the  right,  an'i 
actual  subscription.     (T.  D.  2752;  Aug.  14, 1918.) 

AMiere,  as  under  section  15  of  the  New  York  stoek  corporation  law,  providing 
for  merfjer  of  ordinary  corporations,  acquisition  of  stock  of  corporation  to  be  meK^e4i 
is  condition  precedent  to  merger,  transfer  of  such  stock  to  merging  corporation 
prior  to  aetoal  merger  is  taxable  under  act  October  8, 1917.  (T.  !D.  2752;  Au^.  14, 
1918.) 

Tax  imposed  T)y  act  October  3,  1917,  on  transfers  of  stock  does  not  attach  to 
exchange  of  stock  certificates  of  merged  corporation  for  stock  certificate  of  mergin;:? 
corporation  at  the  time  and  as  part  of  the  merger  of  trust  csmpanies  «ader  sections 
487-498  of  the  New  York  banking  law,  nor  to  Bubirt;iftu4»(A  of  new  -ceitifBcates  €or 
old  certificates  representing  old  stock  of  the  merging  corporation.  (T.  D.  2752; 
Aug.  14,  1918.) 

Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stocks  t^  con- 
solidated corporation,  is  not  a  taxable  transfer  under  act  Octol>er  3,  1017.  (T.  D. 
2752;  Aug.  14,  1918.) 

Cigars— Retail  price. 

The  ordinary  retail  i>ncc  of  a. single  cigar  is  the  actual  retail  price  in  all  rases  at 
which  cigars  are  sold  singly;  manner  of  determining  the  ordinary  retail  pi  ice  of  a 
fiingle  cigar  in  ca§e  of  cigars  which  are  mannfsctured  or  importod  to  retail  at  the  rate 
of  3  for  10  cents  or  10  for  35  cents  and  which  are  practically  nei'er  sold  in  any  other 
manner,  stated.  (T.  D.  2645;  Jan,  17,  1918.)  Determination  of  price  where  the 
box  in  which  the  cigars  come  is  the  unit  of  sale.    (T.  D.  2569;  Oct.  17,  1M7.) 

Consignments  of  property  by  caniera. 

Net  amount  realized  from  sale  of  consignment,  refused  or<inclaiined,d0r  of<»rload 
of  property  or  a  perishable  consignment  sold  "finder  emergency  conditions,  for  bene- 
fit of  whoin  it  may  concern,  shall  be  considered  transportation  chsjjge,  tind  "3  per 
cent  tax  shall  apply  to  such  amoui^  and  be  paid  by  purchaser;  provided,  how- 
ever, that  if  such  amount  be  in  excess  of  actual  transportation  chai^  accruing  on 
such  consignment,  tax  shall  not  apply  to  such  excess.    (T.  D.  2676;  Mar.  IB,  1918.) 

Narcotics. 

When  sale  of  express  or  freight  package  containing  narcotic  drugs  is  to  be  madf , 
coUectar  of  distnct  shou^  ibe  noticed  sufficient  len^h  of  time  in  advance  to  {>er- 
nit  detail  hy  him  of  offiteer  to  inspect  iiackagcs  ssid  identify  sudi  as  contaiin  nar- 
cotic drugs;  weveaae  tivfficer  smst  be  pscoeaat  at  ea^  to  see  that  packages  are  seld  t-> 
ihoae  petsons  only  who  aare  registerea  imdes^  Fedtaad  law  or  to  officers  «of  Federal, 
State,  or  BUiaidpal  Govecaments  exempt  from  i&s  iprovisioiis;  purchaser  must  at 
time  of  purchase  make  supplemental  inventory,  in  -cniplicate,  of  drugs  ceuing  into 
his  posseseiou,  he  to  retain  original  lor  £le  with  his  order  ionns  and  forward  dufSicate 
to  collector,  who  is  required  to  notify  Internal  Revenue  Bureau  when  such  transac- 
tions take  j>lace  and  furnish  name  joaid  address  of  purchaser.  "(T^  B.  2712;  May 
13, 1918-) 

Befinition. 

The  word  *"' sales"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes  on 
sales  and  transfers  of  shares  of  stock  and  like  securities,  iBclut1e8a^l  sales,  agreemciitd 
to  sell,  memoranda  of  sales,  and  all  deliveries  or  transtfers  of  legal  title,  except  as 
otherwise  specifically  pro\ided  in  such  regulations.    (T.  D.  2608;  Nov.  30,  1917.) 

The  word  ''sale  "  within  Regulations  No.  40,  Part  2,  relating  to  stamp  taxes  upon 
sales  of  products  or  merchandise  on  exchanges  for  future  delivery,  includes  ail 
sales  or  aj^reements  of  sale,  or  agreements  to  sell,  including  so-called  traniifers  or 
"scratched  sales."     (T.  D.  2608;  Nov.  30,  1917.) 
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Excise  tax  on  sales  of  commodities. 
See  "Exciae  Taxes." 

Tloor  tax— 49i£Le8  -biirottg^  tt;g€fxit. 

AVhere  automofbiles  are  sold  at  both  wholesale  and  retail  1>y  a, person  who  acts  as 
agent  iar  the  {manufacturer,  no  floor  lax. apjiiea,  but  the  manuacturer  is  lixJble  for 
(he  tax  upon  all  sales.    (T.  D.  2601;  Dec.  3, 1917.) 

Title  to  goods. 

Goods  shipped  and  invoiced  prior  to  October  4,  1917,  are  property  of  consignee, 
and  if  elilppea  to  i^oleealer  are  subject  to Hoor  tax;  3,  however,  *title  is  reserved  in 
mamifactiHer,  Whdteaaler  is  felie^^ed  from  tax.  Where  Toaniifadturer  consigns  en- 
tire product  to  retaiiw:,  retamiag  ownership  until  goods  are  disposed  of  manuficturer 
must  make  •return,  under  oath,  c^  all  goods  sold  to  retailer  irom  and  after  October 

'  4,  1917.     (T.  D.  2547;  Oct.  22,  1917.) 

Future  delivery— Affixing  and  canceling  stamps. 

Stamps  in  value  «qual  to  an^oust  eif -tax  on  flales  must  be  affixed  sto  memorandum 
•or  oHier  -evidefkce  ol  sale  or  agreement  io  s^l;  clearing  Jiouse,  acting  as  agent, 
lequired  to  make  retums  ahowiog  etomps  affixed  and  ^cancded ;  manner  of  canceling 
stamps  Bl&ted.    (T.  D.  2608;  Nov.  30,  1917.) 

Cotton. 

Contracts  of  sale  of  cotton  for  future  delivery  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  for  each 
pound  of  cotton  involved  (to  be  paid  by  stamp);  tax  not  to  be  levied  on  contracts 
eomplyiag  witii  conditions  prescribed.    (T.  D..2g58;  Oct.  26, 1917.) 

Bxompt  transactions . 

No  taxis  imposed  on  cash  sales-of  produce  or  merchandise  lor  immediate  oi'prompt 
delivery,  which  in  good  faith  are  actually  intended  to  be  delivered;  sellers  .of  ^pro- 
duce, etc*.,  may  truisfer  contracts  to  cleacingthouae  a^ssociation,  and 'SUch  tiansfer 
shall  not  be  deemed  to  be  a  sale  or  agi-eement  of  sale,  provided  it  does  not  vest  bene- 
ficial interest  in  such  association  and  is  made  only  to  enable  such. association  to  ad- 
just accounts  of  its  members;  no  by-law  or  custom  of  any  exchange  or  similar  insti- 
tirtion,  mconsistent  with  the  act  of  Octobtn*  S,  1917,  or  any  i-egulations  thereunder, 
nor  any  coHaferal  agreement  inconsistent  ivith  such  act  or  regulations  thereunder 
shall  exempt  any  person  from  jmyment  of  tax.    (T.  D.  2608;  Nov.  30, 1917.) 

Sales  of  produce  or  merchandiEO  for  future  delivery  must  be  made  at  an^exchange 
or  board  o!  trade  or  other  similar  place  in  order  for  tax  imposed.  1>y  section  807, 
Schedule  A,  subdivision  5,  act  of  October  3,  1917,  to  apply;  a&le  by  menri^er  of 
exchange  made  by  mail  or  wire  not  at  an  exchange  is  not  subject  to  the  tax.  (T.  D, 
2795;  M).  26,  1019.) 

DCemoranda.of  ^alas. 

Evcory  sale  or sgsMinant,  not  evidenf*ed  by  memoimiKium.er  contiact  exoreasly 
roquiring  immediate  orrprompt  delivery,  riuill  bedeemd  .to  he  foriutufe  deri\sery; 
every  peiiion  making  sale  xd  aByprDdact,  etc.,  at,  on,  er  in  any  exciiange  for  future 
delivery,  shall  deliver  to  the  buyer  a  bill,  memerendum,  or  other  evidence  of  euch 
sale,  showing  certain  specified  data  and  itoms  of  iniozmation;  no  einjsple  eale  or 
contract  maaerupon  anexchangc  by  one  member  for  another  need  be  evidenced  by 
inore  than  *one  .memorandum;  written  leturn  or  sheet  to  clearing  house,  acting  as 
su^ont,  considered  to  be  rmemorandnm;  return  bv  clearing  Jiousc.  (T.  D.  2U0S; 
Nov.  ao,  1917.) 

Ueeords. 

All  porsons  who  make  sales  or  contracta  of  sales,  including  ^ '  transferred  or  soiatcked 
sales,  **pas3  ouis,"  "pair-offs,"  or  *'mat<.lied  trades, ''  and  all  other  forms  of  sale 
of  any  product  or  merchandise  on  exchanges  for  future  deliver^'  required  to  keep 
record  showing  specified  items  of  iirformation;  form  of  record  required;  Clearing 
'houses -to  keep  record  showing  certain  data.    (T.  D .  .2608 ;  Ts ov.  .80, 1917. ) 

Begistration. 

Regulation  "No.  4d,  Part  2,  requires  a  statement  of  registoction  by  persons  making 
roatnct  «f  sale  of  isioduee  or 'merchandise  onexdmnges  for  future  delivery' ;  Tecord 
of  rogistiBtion  to  he  -kept  by  collector,  and  certificate  of  registration  to  be  issued 
and  posted;  forms;  statement  of  registrsttion  by  excfaaB^^es  and  clearing  iiouses. 
(T.  D.  2608;  Nov.  30, 1917.) 
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Future  delivery— Continued. 

Betums. 

Clearing  houses  and  persons  making  contracts  of  sale  at,  on,  or  in  any  exchai^, 
etc.,  for  future  delivery,  required  to  make  return  showing  specified  data  and  infor- 
mation; substitute  returns;  clearing  houses,  acting  as  agents,  required  to  return 
statement  of  amounts  of  stamps  affixed  to  memoranda  of  sales.  (T.  D.  2608 ;  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  required  to  be  affixed  to  contracts  of  sale  of  any  product  or  merch&ndifie 
before  a  delivery  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treai^ 
urcr,  or  other  designated  United  States  depositary;  authority  and  bond  of  agent  of 
State;  requisitions  for  stamps;  records;  accounting;  kind  and  color  of  stamps. 
(T.  D.  2741;  June  25,  1918.) 

Income  taxes — Claims. 

Where  land  is  sold  to  satisfy  assessments,  amount  realized  after  deducting  ex- 
penaes  of  sale,  should  be  credited  to  the  lists,  and  the  rCToainder,  if  uncollectible, 
claimed  on  Form  53;  if  land  is  bought  in  by  collector  for  United  States,  amount  for 
which  same  is  purchased,  after  deducting  expenses  of  sale,  should  be  credited  to 
a^essments  under  limitations  prescribed  in  R^ilations  No.  2,  revised,  and  re- 
mainder, if  uncollectible,  claimed  on  Form  53.    (T  D.  2690;  art.  266.) 

Exemptions. 

Farmers',  fruit  growers',  or  like  aFsociation,  organized  and  operated  as  a  scales 
agent  to  market  products  of  its  members,  in  order  to  come  within  the  exemption 
provided  in  pars^praph  eleventh  of  section  11  of  the  act  of  September  8,  1916,  as 
amended,  must  establish  to  satisfaction  of  collector  or  Commissioner  of  Internal 
Revenue  fact  Ihat,  for  their  own  account,  they  have  no  net  income,  and  that  entire 
proceeds  of  marketing  products  of  their  members,  less  necessary  selling  expense?, 
are  turned  back  or  paia  to  members  on  basis  of  quantity  or  produce  fumisned  by 
them — qualitv  and  gracle  being  considered — as  purchase  price  of  such  produce. 
(T.  D.  2690;  art.  75.) 

If,  in  course  of  their  business,  farmers',  fruit  growers',  or  like  association,  organ- 
ized and  operated  as  sales  agent  to  market  products  of  its  members,  purchase  for 
casli  at  a  stipulated  price  articles  of  produce  with  view  to  selling  them  for  gain,  thej^ 
will  be  required  to  make  returns  of  annual  net  income  and  inaude  herein,  for  pur- 
pose of  tax,  all  income  derived  from  such  transaction.     (T.  D.  2690;  art.  75.) 

Gross  income. 

Commissions  paid  salesmen  are  income  to  the  salesmen  as  well  as  expense  to  the 
payer.    (T.  D.  2690;  art.  4.) 

Where  corporation  sells  property  on  installment  plans,  title  passing  at  time  of 
sale,  gain  to  oe  returned  as  income  for  year  in  which  sale  was  made,  will  be  excels 
of  contract  price  over  fair  market  price  or  value  as  of  March  1, 191^,  if  property  wa^ 
acquired  pnor  to  that  date,  or  of  contract  price  over  cost  if  acquired  subsequent  to 
that  date.    (T.  D.  2690;  art.  116.) 

Ih  case  of  real  estate  corporations,  purchasing  tract  of  land  with  \dew  to  dividinj? 
it  into  lots  or  parcels  to  be  sold  as  such,  entire  value  as  of  March  1, 1913,  or  cost,  it 
acquired  subsequent  to  that  date,  shall  be  equitably  apportioned  to  the  several 
lots  or  parcels  so  that  any  gain  derived  may  be  retumecl  as  income  for  year  in  which 
sale  was  made;  rule  coiitemplates  that  there  will  be  gain  or  loss  in  every  sale  and 
does  not  contemplate  that  capital  invested  in  entire  tract  shall  be  extinguished 
before  any  taxable  income  shall  be  returned;  sale  of  each  lot  or  parcel  will  be 
treated  as  separate  transaction  and  gain  will  be  accounted  for  accordingly.  (T.  D. 
2690;  art.  117.) 

In  all  cases  where  inventories  are  taken  for  purpose  of  ascertaining  gain  or  lr<« 
resulting  from  business  of  tlie  year,  inventories  must  be  taken  in  accordance  with 
instructions  to  be  included  in  special  regulations  furnished  upon  application  to 
collector  of  internal  revenue.     (T.  D.  2690;  art.  120.) 

Corporation  selling  merchandise  on  installment  basis,  title  passing  to  vendee  at 
time  of  sale,  will  treat  such  contracts  as  accounts  receivable  and  as  sales  during  the 
year  at  their  face  value,  accounting  foe  as  income  the  difference  between  the  cost 
and  sales  price.    (T.  D.  2690;  art.  120.) 
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Income  taxes — Continued. 

Gross  income — Continued. 

In  sale  or  contract  for  sale  of  personal  property  on  installment  plan,  whether  or 
not  title  remains  in  vendor  until  property  la  fully  paid  for,  income  to  be  returned  by 
vendor  will  be  that  proportion  of  each  installment  which  gross  profit  to  be  realized 
when  property  is  paid  lor  bears  to  gross  contract  price;  if,  for  any  reason,  vendee 
defaults  and  vendor  repossesses  property,  entire  amount  received  on  installment 
payments,  less  profit  originally  returned,  will  be  income  to  vendor  to  be  so  returned 
for  year  in  which  property  was  repossessed.    (T.  D.  2707;  Apr.  26,  1918.) 

Net  income. 

Coiporation  disposing  of  patents  by  sale  should  determine  profit  or  loss  arising: 
thereirom  by  computing  difference  between  selling  price  and  the  cost  or  value  as 
of  March  1,  1913,  if  acquired  before  that  date;  apparent  profit  or  loss  should  be 
increased  or  decreased,  as  case  may  be,  by  amounts  deducted  since  March  1, 1913, 
as  return  of  capital  invofited  in  such  patents.    (T.  D.  2690;  art.  109.) 

Where  buyer  of  property  of  corporation  sold  on  installment  plan,  title  passing 
at  time  of  sale,  forfeits  nis  contract  and  fails  to  meet  any  of  the  payments  contracted 
to  be  made,  selling  corporation  may  deduct  from  its  gross  income  as  a  loss,  such 
proportion  of  defamted  payments  as  wa^  previously  returned  as  gross  income.  (T. 
D.  2690;  art.  116.) 

Where  real  estate  corporation  purchases  tract  of  land  with  view  to  dividing  it  into 
lots  or  parcels  to  be  sold  as  such^  and  loss  results  from  sale,  amount  of  loss  to  be 
deducted  will  be  ascertained  in  like  manner  as  if  gain  had  been  realized,  and  will 
be  amount  by  which  selling  price  is  less  than  the  value,  as  of  March  1, 1913,  or  less 
than  the  cost,  if  acquired  subsequent  to  that  date,  as  the  case  may  be.  (T.  D.  2690; 
art.  117.) 

While  corporations  engaged  in  fanning  may  claim  reasonable  allowance  for  depre- 
ciation on  stock  purchased  for  breeding  purposes  no  claim  for  depreciation  on  stock 
purchased  for  resale  will  be  allowed.    (T.  D.  2690;  art.  123.) 

Cost  of  livestock  purchased  for  resale  by  corporation  engaged  in  c.perating  planta- 
tions, stock  farms,  etc.,  is  an  allowable  aecluction  under  item  of  expense.  (T.  D. 
26S0;  art.  123.    But  see  T.  D.  2665.) 

Corporation  which  issues  trading  stam]>p,  coupons,  etc.,  for  purpose  of  increasing 
business,  which  stamps  or  coupons  are  redeemable  in  merchandise,  may  deduct,  as 
business  expense,  amount  which  such  corporations  actually  expend  for  such  stamps 
or  coupons,  and  also  actual  cost  of  merchandise  given  in  redeeming  same.  (T.  D. 
2690;  art.  141.)  In  case  of  sale  of  assets,  real,  personal,  or  mixed,  loss  will  be 
difference  between  cost  thereof  or  value  as  of  March  1,  1913,  if  acquired  before  that 
date,  and  price  at  which  disposed  of.    (T.  D.  2690;  art.  147.) 

No  claim  for  depreciation  on  account  of  good  will  can  be  allowed ;  any  loss  result- 
ing from  or  on  account  of  investment  in  good  will  can  be  determined  only  when 
property  or  business  to  which  good  will  attaches  is  sold  or  disposed  of,  in  which 
case  profit  or  loss  will  be  determined  upon  basis  of  value  of  assets  including  good 
will  if  acquired  subsequent  to  that  date.     (T.  D.  2690;  art.  167.) 

If  good  will  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  such  cost,  or  less  than  determine<i  fair  market  value  as  of 
March  1,  1913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less 
than  cost  or  value,  as  case  may  be,  will  be  loss  deductible  from  gross  income  of  year 
in  which  such  asset  was  sold.    (T.  D.  2690;  art.  168.) 

No  deduction  will  be  allowed  for  depreciation  of  trade-marks  and  trade  brands; 
if  such  assets  shall  have  been  purchased  at  a  determined  price  and  shall  be  later 
sold  at  a  price  less  than  cost  or  less  than  their  determined  fair  market  value  as  of 
March  1,  1"913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less 
than  cost  or  value,  as  case  may  be,  will  be  loss  deductible  from  gross  income  of  year 
in  which  such  assets  were  sold.    (T.  D.  2690;  art.  168.) 

Narcotics. 

Pee  "Narcotics.''. 
Olenniargarlne. 

Alanufacturera  permitted  to  use  aa  original  containers  for  packing  oleomargarine, 
paper  or  fiber  boxes,  provided  boxes  are  durable  and  of  substantial  character;  pro- 
Ansions  of  existing  regulations  governing  marking  and  branding  and  aflSxing  and 
canceling  of  tax-paid  stamps  declared  applicable  to  original  packaged  of  paper  or 
fib(rr,  except  that  such  stamps  may  be  anixed  by  paste  or  glue,  without  addition  of 
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Oleomaxgarine — ^Continued. 
tack[^  staples,  or  brads,  and  without  using  shellac  or  oth^r  waterproD&Bg  jnaterial 
to  cover  the  stamps;  such  original  containers  to  be  of  such  texture  as  will  me<»l 
Tcquirements  for  transpoftaf ion  of  CGPrnmon  carriers  under  existing  classifiraticnp; 
manufacturers  and  wholesalers  permitted  to  m^W  only  in  original  jjackages  and 
retailere  must  sell  only  from  original  stamped  jjadkage  in  quantifies  not  exceeding 
10  pounds,  and  shidl  i>a(*k  dlcomaigarine  sdld  by  "them  in  suitable  wood  or  papor 
retail  packages  properly  nwrfked  and 'branded;  par.  1,  page  ^,  Regulations  No.  9. 
amended.     (T.  D.  2764;  Ort.  21,  1918.    T.  B.  2774;  No\^  19, 191^.) 

All  transactions  involving  withdrawal  or  sale  of  oleomargarine  must  be  enterc^d 
by  manufacturer  or  wholesaler  on  Government  record  books  flO-^r^l,  as  ctee-rnvry 
be  (or  Forms  216  or  217,. if  BubstUut^d  for  uecord-fiO  or  61),  iu'1iie:Qr^r  jmd  at  th? 
time  thev  occur,  sales  to  wholesalecs  to  be  segregated  and  r^>ort«d  -on  «epaxate 
pages  in  last  part  of  monthly  return,  ^effective  on  and  after  2wiy  fl,  'il917.  (T.  L>. 
2602;  June  22,  1917.) 

Shares  of  stock,  and  like  securities — Affixing  and  canc^linjg  stanqps. 

Stamp  must^e  afluccd  to  bill,  memorandum,  or.agreementto  tell,  iidiere4xa2i6fcr 
is  effected  by  delivery  of  certificate  of  stot'k  assigned  in  blank;  in  case  change  «>£ 
ownership  is'by  transfer  of  certificate  of  stock,  stami)  Shall  be  affixed  to  the  cefiLifi- 
cate;  in  case  evidence  of  transfer  is  shown  only  by  oooks  of  company,  stamp  flhall 
bo  placed  upon  the  books;  in  all  other  cases.payment  Eball  be  e\daenced  bj'  aifixins; 
stamp  iipon  memorandum  or  agreement  of  sale  to  be  ^?»livered  'by  the  seTier  to  the 
buyer;  manner  of  canceling  stamps  stated.    (T.  D.  2608;  Nm-.  SO,  1917.) 

•■'  ■ '  '  JSrcdceBB. 

A  -bank  which  does  notlidld  it«elf  out  to  ihc  public  as  engaged  in  nfflotiating 
purchases  or  sales  of  stocks,  bonds,  etc.,  but  merely  negotiates  the  puTOTase  and 
sale  thereof  for  dopoBhors  and  o^fsr  -patitms,  .without  remuzieration  acnd  for  their 
acGommodation  only,  does  not  theroby  incur  liability  to  -specdal  tax  as  a  ^broker. 
(T.  D.  2782;  Dec.  24,  1918.) 

Sxempt^fcransacrtions. 

No  tax  is  imposed  upon  agreement  evidencing  deposit  of  stock  certificates  as  col- 
lateral security  nor  upon  deliveries  or  transfers  to  broker  for  sale,  nor  upon  deliv- 
eries or  transfers  by  broker  to  customer,  pro\ided  such  deliveries  or  tiunsfeis  shall 
be  accompanied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or  deliveries 
to  clearing  house  for  sole  purpose  of  clearing  or^justing.accaunts  between. mem- 
bers; no  by-law  or  custom  of  any  exchange  or  similar  institution  nor  any  collaienil 
or  additional  agreement  or  underatandijig  inconsistent  or  in  conflict  with  any 
requirement  of  the  act  of  October  3,  1917,  or  of  H^iilation  Ko.  40,  Part  1,  d^all 
exempt  any  person  from  the  payment  of  the  tax.    (T.  D.  2608;  !Nov.  30,  1917.) 

• MeinoiPandinn  of  bbIbb. 

Persons  selling  or  agreeing  to  sell  stoc'ks  required  to  deliver  to  liuyer  a  numberetl 
memorandum  of  sale,  oragreement  to  sell,  signed  by  principal  or'hisiagent,«hLOwin» 
date  of  transaction,  names  of  parties,  shares  of  stock  to  whicn  it  relates,  number  and 
price  of  shares.    (T.  D.  2608;  Nov,  80, 1U7.,) 

• Baste  of  taxation. 

Jn  the  case  of  shares  or  ceriiiicates  of  stock  havJBg  a  face  or.par  ^'alue,  amount  of 
tax  shall  be  based  upon  total  face  value  of  ithares  involved-ana  ^all  be«t  aTate  of 
2  cents  for  each  $100  of  such  total  hice  value  or^fraction  ^thereof ,  whether  such  ag^rt^> 
gjito  face  value  is  greater  or  leas  than  $190.    (T.  D.  2608;  JNov..3D,  1917.) 

Records. 

Persons  eiw^ed  in  business  of  buying,  selling,  or  tEanafcning  sliacoB  of  stock, 
required  to  keep  record  showing  specified  items  of  infcimation;  form  <rf  ^reoorrl 
required.     (T.  D.  2608;  Nov.  30,  1917.) 

Registration. 

Regulation  No.  40,  Part  1,  requires  a  statement  of  registration  by  persons,  cor- 
porations, etc.,  engaged  in  nc^tiating,  making,  or  recording  sales  of  shares  of  stoA 
:and  other  like  uecunties;  record  of  statement  of  rc^istnition  tol>efcept'by  collector, 
who  must  issue  certificate  of  seeistnttion  to  be  posted  iniilace  of -biisinceB.  .(T,  D. 
2808;  Nov.  80,  1917.) 
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Shares  of  stock  and  like  securities—Continued. 

Betuxns. 

Clearing  houMs  and  penons  engaged  wholly  or  paftl^  in  buying,  selling,  or  trans- 
ferring siuLtes  of  stock,  required  to  moke  retunu  showing  specified  data  and  inCor- 
mation;  substitute  returns.    (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  sales. 

Stamps  shall  bo  sold  onh^  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  designated  United  ^tes  depositary;  State  agents;  requisitions  for  atamps; 
roooids;  kind  and  eok>r  of  stamps.    (T.  D.  2741;  June  25,  1918.) 

Stamp  taxes. 

Contract  for  sale  of  real  estate,  providing  for  future  delivery  by  deed,  is  not  sub- 
ject to  stamp  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

The  term  * 'contract  of  tale"  within  Regiilations  No.  40,  Part  2,  relating  to  stamp 
taxes  upon  sales  ot  products  or  merchanaise  on  exchanges  for  future  dehverv',  in- 
cludes all  sales  or  agreements  of  sale,  or  agreements  to  sell,  including  so-called  traa^i- 
fcrs  or  "scratched  sales."    (T.  D.  2608;  Nov.  30, 1917.) 

Transfer  of  shares  or  certificates  of  stock  in  any  association,  company,  or  corpora- 
tion, made  by  the  person  loaning  stock  to  another  borrowing  such  stock  to  effect  a 
sale,  and  also  transfer  of  shares  or  certificates  of  stock  from  a  borrower  returning 
them  to  lender,  in  fulfillment  of  borrower's  obligation  to  buy  in  and  return  stock, 
arc  both  subject  to  tax  imposed  by  sections  800  an^l  807  of  the  act  of  October  3, 1917; 
in  so-called  short-sale  transaction,  there  are  four  taxable  sales  or  transfers:  (1)  sale 
of  stock  by  person  making  short  sale,  (2)  transfer  from  lender  of  stock  to  pewoa 
making  short  sale,  (3)  purchase  by  borrower  of  stock  to  return  to  lender,  (4)  transfer 
by  borrower  to  lender  of  shares  to  replace  those  borrowed.  (T.  D.  2®85;  Mar.  30, 
1918.) 

Warehouse  receipts. 

Persona  selling  warehouse  receipts  rcpreeenting  distilled  spirits  in  storage  are 
liable  to  special  tax  as  they  would  be  on  account  of  the  sale  of  the  spirits  themselves, 
but  in  view  of  section  3244,  Keviaed  Statutes,  aa  amended,  such  liability  will  not 
attach  to  persons  selling  such  certificates  received  as  security  for  or  in  pavment  of 
a  debt,  provided  such  certificates  or  the  spirits  represented  thereby  are  sold  in  one 
lot,  or  the  spirits  are  sold  at  public  auction  in  loti3  of  not  less  than  20  gallons  each; 
T.  D.  1278  revoked.     (T.  D.  2784;  Jan.  23,  1919.) 

SAHPLES. 

Distilled  spirits. 

Practice  of  distilioB  who  draw  samples  from  packages  of  distilled  spirits  after 
the  packages  have  been  rouged  and  while  lying  on  the  gauging  porcn  awaiting 
arrival  of  tax-paid  stamps,  is  unauthorized.    (T.  D.  2397;  Nov.  20, 1916.) 

Extractc. 

Wlxea  it  is  desired  to  use  nonboverage  alcohol  in  making  flavoring  extract  for 
which  no  specLGc  standard  or  process  has  been  prescribed  by  Secretary  of  Agricul- 
ture, manufacturer  must  furnish,  in  duplicate,  data  required  by  T.  D.  2576  with 
respect  to  alcohoUc  medicinal  compounds  not  coofonning  to  IT.  S.  P.  or  N.  F.; 
samples  of  product  will  be  required  when  doubt  exists  as  to  nonbevcrage  character 
of  same,  which  samples  will  be  forwarded  by  express,  charges  preimid,  to  Division 
of  chemistry,  Office  of  the  Commissioner  of  Internal  Revenue.  (T.  D.  2760;  Oct. 
9, 1918.    T.  D.  2788;  Feb.  6,  1919.) 

Nareotics. 

Manufacturers  of  narcotics  may  lawfully  furnish  to  any  duly  accredited  special 
agent  or  customs  agont  of  the  Treasury  D^artment,  samples  required  in  older  to 
make  anal}^es  to  establish  allowance  of  drawback  on  manufactured  drugs  ex- 
ported from  this  countr>',  taking  receipt  of  such  officer  therefor,  which  will  be  filed 
with  official  narcotic  oraer  forms  and  records.    (T.  D.  2487;  Apr.  28,  1917.) 

Wines. 

Wines  furnished  as  samples  by  dealers  are  nevertheless  subject  to  tax  under  the 
act  of  September  8, 1916.     (T.  D.  2387;  Oct.  30, 1916.) 

Articles?  27  and  28  of  Emulations  No.  28,  Supplement  No.  2,  require  gangers  and 
visiting  dqiuties  to  make  occasional  tests  of  wine  as  to  alcoholic  content,  but  re- 
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Wines — Contiou^d . 
erponsibility  for  proper  stamping  of  vines  is  placed  upon  wine  maker  or  bowled 
dealer;  samples  are  not  to  be  submitted  unless  appeal  is  taken  from  findingf*  of 
internal  revenue  officers  or  in  cases  where  it  is  suspected  that  the  wines^are  under- 
stamped.    (T.  D.  2400;  Nov.  24,  1916.) 

SAKirABIUMS. 
Alcohol  for  use  in. 

Alcohol  may  be  withdrawn  free  of  tax  under  act  of  May  3,  1878,  as  amended  by 
act  of  Julv  8, 1916,  for  use  in  surgical  operations  and  treatment  of  patients,  and  alco- 
hol so  witndrawn  by  hospitals  and  sanitariums  may  be  used,  even  though  they  main- 
tain no  educational  facilitiea;  provided,  however,  that  alcohol  so  wiSidrawn  shall 
not  be  used  as  a  beverage  nor  m  any  way  for  the  manufacture  or  compounding  of 
a  beverage  for  use  in  any  such  institution  or  elsewhere;  privilege  of  withdrawal 
will  not  be  extended  to  any  institution  conducted  directly  or  indirectly  for  prc^t 
or  from  operations  of  which  any  profit,  other  than  fair  and  reasonable  compensation 
for  services  performed,  is  derived  by  any  stockholder,  officer,  or  other  person; 
withdrawals  must  be  according  to  method  and  subject  to  restrictions  imposed  by 
T.  D.  2496.     (T.  D.  2745;  July  5,  1918.) 

SAKSAPABILLA. 
Beverages. 

See  "Beverages." 

SCALPEB'S  TICKETS. 
Admissions  tax. 

Ticket  brokers  required  to  collect  tax  on  admissions,  shall,  on  the  Ist  day  of 
April,  1918,  (and  if  not  on  that  date  engaged  in  business,  then  within  10  da}^  aft«r 
engaging  in  business),  and  annually  thereafter  on  the  1st  day  of  July,  filie  in  the 
office  of  the  collector  of  internal  revenue  of  the  district  in  which  his  place  of  busd- 
noriP  is  located,  an  application  for  registry,  setting  forth  certain  statecf  information ; 
traveling  or  itinerant  shows;  collector,  if  satisfied  that  all  statements  given  in  appli- 
cation are  correct,  will  issue  certificate  of  registration  on  certain  form,  which  proprie- 
tor shall  keep  conspicuously  posted  in  his  place  of  business,  or  carry  on  his  person 
if  he  has  no  fixed  place  of  business.    (T.  D.  2681 ;  Mar.  26, 1918.) 

Ticket  brokers  required  to  keep  daily  records  showing  tickets  sold  for  each  enter- 
tainment; proceeds:  cost  of  tickets  and  tax  returnable;  monthly  return,  which  shall 
be  recapitulation  oi  daily  records,  require<l  to  be  macle  in  duplicate  on  Form  729, 
and  to  be  transmitted  to  office  of  collector,  with  amount  of  tax,  on  or  before  last  dav 
of  month  following  that  for  which  return  is  made;  daily  record  of  brokers,  with 
copies  of  their  monthly  returns,  required  to  be  kept  on  file  for  two  years,  in  ?uch 
manner  as  to  be  readily  accessible  to  internal  revenue  officers.  (T.  D.  2681;  Mar. 
26, 1918.) 

Where  a  broker  purchases  tickets  for  resale,  with  right  to  return  those  not  s<dd, 
proprietor  of  entertainment  held  responsible  for  collecting  tax  on  full  price  paid 
for  actual  use  of  tickets;  independent  brokers  and  dealers  must  collect  and  account 
for  tax  on  their  sales,  less  amount  of  tax  oo  each  ticket  collected  and  accounted  fc»r 
by  amusement  enterprise;  if  ticket  is  sold  for  use  and  not  for  resale,  at  less  than  face 
value,  tax  is  on  price  paid,  but  seller  must  collect  tax  on  face  value  unless  he  can 
furnish  satisfactory  evidence  that  presumptive  purchaser  was  not  agent  of,  or  acting 
in  collusion  with,  the  seller.     (T.  D.  2681 ;  Mar.  26, 1918.) 

SCHEDTJLE  S. 

Income  taxets. 

Schedule  showing  graduated  additional  tax  rates  and  amount  of  income  subject 
thereU).     (T.  D.  2690,  art.  20.) 

Interest  on  certificates  of  indebtedness. 

8<*hedule  showing  exact  amount  of  accrued  interest  payable  per  certificate  of  each 
issue  on  any  date  from  January  2, 1918,  to  June  25, 1918.     (T.  D.  2639;  Jan.  28, 1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  United  States 
certificates  of  indebtedness,  receivable  in  payment  of  income  and  excess  profits 
taxes,  on  any  day  from  February  15,  1918,  to  June  25,  1918.  (T.  D.  2656;  Feb.  15, 
1918.) 

Schedule  showing  exact  amount  of  accrued  interest  pavable  on  United  States 
certificates  of  indebtedness  on  any  day  from  March  15  to  June  25, 1918.  (T.  D.  2680; 
Mar.  23,  1918.) 
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-SehadtrFefifao^nng 'exact-amount  of. accrued  intereet  payable  on  any  day  from 
April  15  to  June  25, 1918.     (T.  D.  2703;  Apr.  23, 1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25,  1918.     (T.  D.  2718;  May  28,  1918.) 

Idnerary  of  traveling  shows,  etc. 

Proprietor,  manager,  or  duly  authorized  officer  of  traveling  or  itinerant  shows, 
exhibitions,  or  amusement  entejfprises,  which  have  fixed  or  established  headquar- 
ters, required  to  register  with  collector  of  district  in  which  headquarters  are  located, 
and  to  fue  with  him  at  the  time,  or  as  soon  thereafter  as  possible,  schedule  of  itinerary 
covering  the  year,  season,  or  other  period  during  which  the  circus,  show,  exhibition, 
or  amusement  is  to  operate,  or  if  itinerary  is  prepared  only  weekly  or  monthly  in 
advance,  then  to  file  schedule  of  such  itinerary  immediately  upon  its  preparation 
from  time  to  time.    (T.  D.  2681;  Mar.  26,  1918.) 

Taxable  articles  and  occupations. 

Articles  and  occupations  subject  to  tax,  and  other  sources  of  revenue.  (T.  D. 
2558;  Oct.  26,  1917.) 

SCHOOL  DISTRICTS. 

Income  taxes — ^Net  income. 

Taxes  imposed  against  a  corporation  by  authority  of  any  school  district  (not 
including  those  assessed  acainst  local  benefits)  and  paid  within  year  for  which  re- 
turn is  made  are  deductible  from  gross  income  of  domestic  corporation;  similar 
taxes  with  like  exceptions  assessed  against  and  paid  by  foreign  corporation  receiv- 
ing income  from  any  source  within  United  States  are  deductible  from  gross  income 
received  from  such  source,  except  that  taxes  imposed  by  foreign  Government  and 
paid  by  foreign  corporations  are  not  deductible  from  gross  income  received  from 
sources  within  United  States.    (T.  D.  2690;  art.  191.) 

SCIENCES. 

Alcohol  withdrawn  for  scientific  purposes.  % 

The  term  "chemical  laboratory,"  as  used  in  section  3297,  Revised  Statutes,  in- 
cludes any  allied  laboratory,  such  as  physical  or  electrical  laboratory,  belonging  to 
such  institution  or  college  in  which  the  alcohol  withdrawn  from  bond  is  used  purely 
for  scientific  purposes.     (T.  D.  1971;  Apr.  20,  1914.    T.  D.  2496;  May  31,  1917.) 

.In  order  to  withdraw  alcohol  for  scientific  purposes  apphcant  must  present  to 
collector  of  internal  revenue  application  to  Secretary  of  Treasury  for  permit  to  with- 
draw the  same;  form  and  contents  of  appUcation;  evidence  as  to  nature  of  institution; 
quantity  of  alcohol  applied  for.    (T.  1).  2496;  May  31,  1917.) 

Applicant  for  permit  to  withdraw  alcohol  must  execute  bond  in  duplicate,  signed 
by  himself,  with  two  or  more  sureties;  form;  who  required  to  sign  bond;  attestation 
and  seal.    (T.  D.  2496;  May  31, 1917.) 

Storekeeper  at  bonded  warehouse  required  to  transmit  duplicate  permit  to  col- 
lector, who  will  take  credit  for  all  spirits  withdrawn  on  the  proper  line  of  his  bonded 
account  (Form  94a)  for  month  during  which  such  withdrawal  is  made,  and  he  will 
make  proper  entry  on  inside  page  of  such  account  as  to  (juantity  covered  by  each 
permit  and  will  forward  each  of  the  duplicate  permits  with  his  bonded  account  as 
vouchers  for  such  entry;  alcohol  withdrawn  is  subject  to  r^auge,  but  request  for 
regauge  on  modified  Form  179  must  be  filed.    (T.  D.  2496;  May  31, 1917.) 

Privil^e  of  withdrawing  alcohol  in  bond  for  scientific  purposes  applies  to  all 
institutions  of  learning  created  and  constituted  as  such  under  any  State  or  Terri- 
torial law,  and  to  hospitals  similarly  created,  and  having  connected  therewith  a 
training  school  for  nurses  or  where  clinical  lectures  are  delivered.  (T.  D.  2406; 
May  31,  1917.) 

Alcohol  may  not  be  used  outride  of  the  chemical  laboratory,  and  its  use  in  the 
laboratory  must  be  such  as  either  to  secure  its  actual  destruction  or  destroy  its 
identity,  and  must  not  be  sold  to  any  person  whatever;  in  order  that  alcohol  may 
be  used  for  bathing  patients  or  in  surgical  operations,  it  must  be  first  mixed  with 
an  antiseptic  and  in  such  proportions  as  to  change  its  identity;  formula  for  anti- 
septic purposes  in  general.    (T.  D.  2496;  May  31,  1917.) 

Upon  receipt  by  the  Commissioner  of  Internal  Revenue  of  application  to  with- 
diaw-alcehol  an  original  and  duplicate  permit  will  be  issued ,  original  t^o  be  forwarded 
to  collector  of  internal  revenue  and  duplicate  to  be  transmitted  to  applicant,  who 
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Alcohol  withdrawn  for  gcientifle  purposes — Contiaued. 
BVistjigzi  lecript,  which  ahould  jtbeu  he  aeot  to  the  dlatillor,  who  valliiaAd  jt  to  the 
storekeeper  of  the  warehouse;  collector  wall  -notifv  storekee^  of  gi:»Qiiog-otf  pensit; 
duty  of  storekcepej.     (T.  D.  2496;  May  31,  1917.) 

For  cancellation  of  bond  or  for  thepiupoaeofobtalauig  cradit  onsuch  bond,  caEtifi- 
cate  under  oath,  substantially  in  stated  form,  will  be  required  ol  officer  of  institu- 
tion under  whose  direction  alcohol  has  been  ueed.  fiveh  oertaficftte  to  %b  filed  w^ 
collector  named  in  the  bond  and  by  him  fonrarded  to  the  Commissioner  of  Internal 
Bevenuo.  with  his  approval  indorsed  thereon;  where  principal  tohondi6ii.naI»le 
from  good  cause  toiuriutih  required  proof  within  time.fipeci£odixihi9hoiid,An  ext^n- 
sion  not  exceeding  12  months  may  be  obtained  upon  aj^pUcation  to  €aBiRUSwoacr 
of  Internal  Revenue,  accompaiucd  by  consent  of  eiirctu^.  (T-  D.  24Dfi;  Ms^'^i. 
1917.) 

RegulatioBs  ol  -October  26,  1917,  relative  to  eale  and  ti£e  iof  4ifllsUbd  <ps£itB  for 
other  than  bevei-age  purposes  under  acts  of  Augi»t  iOL  lj&7,  mtiOeUAagX  1917, 
do  not  apply  to  alcohol  withdrawn  for  scientific  purposes  under  section  3297.  Re- 
vised Statutes.    (T.  D.  2559;  Oct.  26.  1917.) 

]>i&tilied  mjfirrtB. 

Distilled  bpirits  for  nonbeverage  j^uipoees  may  be  used  only  in  the  arts,  sciences. 
and  trades,  where  circumstances  are  such  that  there  can  be  no  probabiUty  that  th<* 
Fpirits  will  be  sold  or  used  for  beverage  purposes  or  in  the  maBidactttce  or  pfoduc- 
taou  of  Any  Article  intended  for  use  as  a  beverage.  (T.  D.  2559;  Oct.  26,  1917. 
T.  D.  27.88;  Feb.  6,  1919.) 

SCXSNTIFEC  OaaANIZASIQNA. 

C«|>itQl  fttook  tax— £xetmption. 

<^orparation  or  association  organized  and  operated  exclu«iv«ly  for  scientific 
purposes,  no  part  of  net  income  oi  which  intures  to  bene'fit  of  any  private  stocltholder 
or  individual,  is  exempt  from  tax  imposed  bv  section  407  of  the  act  of  September  8, 
191G.     (T.  D.  2383;  Oct.  19.  1916.    T.  D.  2750.  art.  12;  Aug.  9,  1918.) 

Income  taxes — ^Exemption. 

<'oiporaiion8  or  assQ<*iatioin8  organized  and  operated  exdnsively  for  srieiitifc 
puipeees  are  not  as  such  exempt  from  tax;  exemption  is  con<^iona)  on  ^Hag  with 
coliecttMr  .afilda\it  setting  out  character  and  pu-ipose  of  oigamzallon  and  ahowiii^; 
that  no  pact  of  any  income  inures  to  benefit  of  any  pmate  stoddiolder  or  indi\'idwil, 
and  that  such  iaeome  is  used  exclusively  to  promote  pwposes  ior  which  orgamzed. 
as  indicated  v^i  particular  paragraph  uader  which  exeoafttion  ia  dbumed.  (T.  4). 
2fi90;  art.  -67.) 

Exemption  from  filing  retttrns  amd  p;a>*isig  i<ncome  tax  of  ^corporations  or-  afiK>cia- 
itions  <Qi^gaiuzed  and  operating  excituaveJy  for  sdeentdfic  prnpoaee  Is  conditional 
upon  mich  orgaiMeation  i^ia^  athdwi'it  diowdng  chacaoter  and  piirpose  of  organiza- 
tion, source  of  income  and  disposition  of  saone,  whether  or  not  any  of  its  income  is 
credited  to  siuplus  or  inures  to  beneht  of  any  pri^-ate  stockholder  or  indri'idttai.  to 
which  affidavit  should  be  attached  oopy  of  charter  or  articles  of  iiiooipomtion  ard 
bv-laws;  where  collector  is  in  doubtas  to  taxable  status  of  ocganlzatiotn,  vp3n  receipt 
of  affidavit,  etc.,  he  yrili  refer  aiUdavlt  and  accompanying  j>aper6  to €€aiiiuifl8ionvT 
of  Internal  Revenue  for  deci^Qn;if  it  is  held  that  corporation  itseif  in  exempt  Irom 
income  and  excess-profits  taxes  it  is  not,  however,  exempt  irom  the  witlmoldiiv^' 
requirements  nor  from  furnishing  information  in  aceordauce  with  proym&sm  of  act 
of  October  3, 1917.     (T.  1).  2693;  Apr.  8, 1918.) 

HSABOK  TICKETS  AND  PASSSS. 
Admisaioiia. 

Tax  imposed  by  section  700  of  act  of  October  3,  1917,  is  to  be  collected  u»on  priro 
paid  aiid  at  time  oi  paying  for  eeason  tickets;  no  refund  of  .any  jtart  of  &e  tax  h 
authorised  because  one  or  more  pexformauces  may  he  missed;  in  csase  ol  tickets 
■  covering  period  before  and  after  ^November  1. 1917,  tax  is  payable  atx  firc^orlioB  of 
price  paid  representing  admissions  on  and  after  November  1,  1917,  and  ibould  t)o 
collected  upon  first  presentation  of  the  ticket  after  October  ^1,  1917.  .{T,  ©.  2691 ; 
Mar.  26,  1918.) 

The  tax  collected  at  the  time  of  iaauo'of. a  reason  ticket  or  pass  miMit  be  accounted 
lor  in  full  in  tlie  next  monthly  ceturn  iirewMdctiro  of  any  n«o  of  the  ticdcet  or  pass. 
(T.  D.  2€81;  Mar.  26,  1918.) 
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.Kolder  olaemaxipami  racimmd  Xo  ]^  tax  <iiii|ntt0ed  by  eoGtioa  700  of  act  of  October 
.3, 1:917^ At  op^oa^clpfoi^jdetorvhenit i0iaaued<it  tben.4e  bestan^ed  'Tax ofiid' '), 
.oil  all  adousaoxtf  io  which  Mas  enJ<itleB  or  whenever  it  ia  prsBsenied  on  -esKm.  auaglo 
adraa^aiaa ;  tax  is  to  bo paidoy holdier  ol paas;  fdiece  jpass is  ' 'Tax  paid, ' '  no sc^nd 
lof  lax  mil  be  allowed  on  account  of  failuxe  to  u0e  any  or  all  of  admifluoiis  covered  by 
it.    (T.  iP.  2681;  Mar.  26,  1918.) 

i^lie  tax  ooUected  -at  Khe  (time  of  ianteof  a  oeaaon  tiekeit  or  pan  mwst  be  accounted 
for  in  full  in  the  next  monthly  return  irrespective  of  any  use  of  the  ticket  or  pass. 
(T.D.  2681;  Mar.  26,1918.) 

WbfiD  a^^utoucrua  bureau  presents  a  Chautauqua  under  the  usual  form  of  agree- 
,Bieat  ivith  a  local  oody  by  which  latter  subscribes  lor  seagon  tieikets  and  receives 
rfihem  to  xeee^  to  the  pimic,  Ihe  admissions  tax  is  payaliile  en  (1 )  amount  paid  by 
local  body  to  the  buieaa  le^Mdless  of  number  of  tacdcetsmotTosoldor  not  used,  on  (2) 
Atty  excess  received  by  local  body  from  resale  of  tickets  over  the  amouivts  so  paid  hy 
•it,  .and  i^so  ob  (3)  all  adoilssons  other  than  hy  tk^kets  so  sold  to  the  local  body. 
(T.  D.  2782;  Oec.  24,  1918.) 

Puea. 

Golf  •club  €lue0  lor  which  the  member  recei\%s  as  one  of  the  privil^es  of  member- 
i^up  a  aeaacm  ticket  for  a  municipal  ^If  course  are  subject  to  tax  wttbout  deducting 
part  paid  by  club  to  city  for  the  season  ticket.    fT.  D.  2782;  Dec.  24, 1916.) 

Passenger  transportatiozi. 

The  term  "commutation  or  s^son  ticket^],' '  as  used  in«ecUon  600,  subdivision 
(c),  of  the  act  of  October  3, 1917,  includes  all  forms  of  tickets  ianised  and  intended 
for  use  ior  a  certain  number  of  tri(ps  between  two  given  termini,  whether  Ikuited  or 
unlimited  as  to  the  time  in  which  they  are  to  be  used.    (T.  D,  267^;  Mv.  1«,  191^.) 

The  8  per  ceat  tax  imiioaed  by  subdiviflioii  (c)  of  aeetdon  dOO  <»f  act  of  October  '3, 
1917,  does  not  apply  to  amounLs  paid  for  tcansportaitiosi  of  peraons  in  case  of  season 
tickets  for  trips  less  than  30  miles.    (T.  D.  2676;  Mar.  18,  1918.) 

Season  tickets  sold  and  pattlaliy  used  before  l^vem^r  1,  1917,  are  not  taxablo 
if  presoated  after  that  date  for  remainder  of  journey  or  journeys  called  for.  (T.  D. 
2676;  Mar.  18, 1918.) 

SSbBECY. 

Formulas  for  mo^cinal  prerparations. 

Tax  imposed  hy  section  600  (h)  of  the  act  of  October  3,  1917,  is  2  j^r  cent  of  the 
price  for  which  all  medicinal  preparations,  coxnpounda,  or  compositions  whatsoever 
are  sold  by  the  manirfacturer;  provided  that  the  manufacturer  claims  to  have  any 

5riv»te  formula,  secret  or  Qccult  art  for  making  or  preparing  them .    (T.  D .  2719 ;  jVrt. 
:ix.) 

Evetv  medicinal  preparation,  compound,  or  composition  embraced  within  one  or 
more  of  the  sudivimous  in  Article  XlX  of  Reg[ulations  No.  44  is  subject  to  tax;  if 
article  is  made  or  prepared  b  v  manufacturer  daoming  to  have  private  formula,  secret 
or  occtdt  art  for  it^  it  is  taxable  even  though  it  ia  not  prepared,  uttered,  vended,  or 
exposed  fcNT  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not  held  out  or 
recommended  to  public  as  proprietary  medicine  or  medicinal  {>j;opriotary  article  or 
preparation  or  as  a  remedy  or  specific  for  any  disease  or  affecdou  of  the  human  or 
animal  body.    (T.  B.  2719;  Art.  XX.) 

Printing  on  labeli  tho  diareotiottB  and  indicaUons  for  use,  dosage  and.  other  similar 
matter,  will  not  sdoiw  render  pE€$»aratiens  made  UAder  a  standard  formula  taxable, 
provided  preparation  in  not  held  out  or  recommended  as  a  ptFopiietar^'  preparation  or 
as  a  remedy  or  specific ;  where  medicinal  preparations  are  sola  under  labels  which  do 
not  indicate  that  the  formula  is  published  they  will  be  considered  to  be  prepared 
under  private  formulas,  unless  proof  is  submitted  that  the  formula  is  not  secret. 
(T.  i).  2710;  .\rt.XXll.) 


Ineom*  tax  ; 

f«ee  "Ins^ction.*' 

Copies  of  rc>iu£ns  on  file  in  Commitmoner^s  office  may  not  be  sent  to  any  person, 
exce]>t  corporation  itself  or  to  its  duly  authorized  attorney ;  duly  authorized  attorney 
-for  thi^  purpose  is  one  possessins  proporl^^  executed  power  of  attorney  in  writing  by 
eor|>oi»tion ,  which  de.«n«fTiation  oiall  be  signed  by  two  officers  of  corporation  and  near 
iraprfas  of  the  seal.     (T.  D.  2690;  art.  226.) 
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Incoxne  tax  retunui — Continned. 

Discloeure  by  collector,  deputy  collector,  agent,  clerk,  or  other  officer  or  employee 
of  the  United  States  to  any  person  not  l^aliv  authorized  to  receive  same,  of  any 
information  whatever  contained  in  or  set  forth  b^r  any  return  of  annual  net  income 
made  pursuant  to  the  law,  is,  by  the  act,  made  a  nusdemeanor,  and  is  puni^able  by 
fine  not  exceeding  11,000,  or  by  imprisonment  not  exceeding  one  year,  or  both,  in 
discretion  of  the  court,  and  if  onender  is  an  officer  or  employee  of  the  United  States 
he  shall  be  dismissed  and  be  incapable  thereafter  of  holding  any  office  under  the 
United  States  Government.    (T.  D.  2690;  art.  229.) 

Proper  officers  of  State  imposing  income  tax  are  entitled  as  of  right  upon  request 
of  its  governor  to  have  access  to  income  and  profits  tax  returns  of  corporation,  etc., 
or  to  abstract  thereof,  showing  its  name  and  income;  proper  officers  in  this  connec- 
tion are  only  those  officers  of  the  State  charged  with  emorcement  of  the  State  in- 
come tax  law  and  who  are  to  use  the  information  gained  by  the  access  only  in  con- 
nection with  such  enforcement;  contents  of  request  or  application  o;f  governor, 
which  must  be  in  writing,  signed  by  him  under  the  seal  of  his  State,  and  be  ^dreased 
either  to  the  Secretary  of  the  Treasury  or  to  the  Commissioner  of  Internal  Revenue, 
stated;  access  shall  be  given  only  in  the  office  of  the  Commissioner,  and  the  officers 
designated  by  the  governor  will  not  be  permitted  to  name  another  person  to  examine 
the  returns  or  abstracts  for  them,  and  the  officers  designated  will  be  given  access 
only  to  returns  of  those  corporations,  etc..  oi^ganized  and  doing  business  in  their 
State.     (T.  D.  2962:  Jan.  7,  1920.) 

Original  income  return  or  copy  thereof  may  be  furnished  by  Commissioner  to 
United  States  attorney  for  use  as  evidence  before  United  States  grand  jury  or  in 
litigation  in  any  court,  where  the  United  States  is  interested  in  the  result*  or  for 
use  in  preparation  for  such  litigation,  or  to  attorney  connected  with  Department  of 
Justice  designated  by  Attorney  General  to  handle  such  matters,  if  and  when  Attor- 
ney General  states  to  Commissioner  in  writing  that  such  attorney  is  so  designated; 
return  or  copy  thereof  thus  furnished  must  be  limited  in  use  to  purpose  for  which 
furnished  and  is  under  no  conditions  to  be  made  public,  except  where  publicity 
nece.ssarily  results  from  such  use;  where  original  return  is  necessary,  it  shall  be 
placed  in  evidence  by  the  Commissioner  for  that  purpose,  and  after*  being  placed 
in  evidence  it  shall  be  returned  to  files  in  office  of  Commissioner  in  Wai^ington; 
original  return  will  be  furnished  only  in  exceptional  cases,  and  then  only  when  it 
is  made  to  appear  that  ends  of  justice  may  otherwise  be  defeated;  neither  the  origi- 
nal nor  a  copy  desired  for  use  m  litigation  where  United  »States  Government  is  not 
interested  and  where  such  use  might  result  in  making  i)ublic  the  information  con- 
tained therein  will  be  furnished,  except  as  otherwise  pro\dded  in  the  next  succeed- 
ing paragraph.     (T.  D.  2962;  Jan.  7.,  1920.) 

Copy  of  income  return  may  be  furnished  by  the  Commissioner  to  person  who 
made  the  return  or  to  his  duly  constituted  attorney,  or  if  person  is  deceased,  to  bis 
executor  or  administrator,  or,  if  entity  is  in  hands  of  receiver,  trustee  in  bank- 
ruptcy, guardian,  or  similar  legal  custodian,  to  the  receiver  or  other  custodian  up*n 
written  application  for  same,  accompanied  by  satisfactory  evidence  that  applicant 
comes  within  this  proN-ision;  "person  who  made  the  return,"  as  herein  usea,  refers 
in  case  of  an  individual  return  to  the  individual  whose  return  is  desired,  and  in 
case  of  return  of  corporation,  etc.,  or  fiduciary,  to  the  corporation,  etc.,  or  fiduciary, 
a  copy  of  whose  return  is  desired;  corporation  may  also  designate  officer  or  indi- 
vidual to  whom  copjr  made  by  corporation  may  be  furnished,  and  upon  sufficient 
evidence  of  such  action  and  of  identitv  of  officer  or  individual,  copy  may  be  fur- 
nished to  such  person;  copy  of  partnership  return  will  be  furnished  to  partners  only 
in  case  all  the  partners  join  in  the  request  therefor,  and  if  partneranip  has  been 
dis-solved  the  members  surviving  may  be  furnished  a  copy  if  all  the  members  sur- 
viving join  in  the  request.     (T.  D.  2962;  Jan.  7,  1920.) 

SECTJBITIBS. 
Dealers — ^Tax. 

Dealer  in  securities,  for  purposes  of  T.  D.  2609,  is  a  merchant  of  securities  whether 
an  individual,  partnership,  or  corporation  with  an  established  place  of  business  and 
whose  principal  business  is  the  purchase  of  securities  and  their  resale  to  customers; 
one  who,  as  a  merchant,  buys  securities  and  sells  them  to  customers  with  a  view  to 
the  gains  and  profits  that  may  be  derived  therefrom.     (T.  D.  2649;  Jan.  30,  1918.) 

The  case  of  Altheimer  &  Kawlings  Investment  Co.  v.  Allen  holds  that  a  corpora- 
tion which  did  a  brokerage  business  and  bought  securities  for  customers  who  paid 
only  part  of  the  price,  paying  interest  on  balances,  corporation  also  paying  for 
securities  purchased  only  part  of  the  price  and  paying  interest  on  balances,  including 
in  return  of  gross  income  differences  between  interest  received  and  interest  paid. 
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Dealers— Tax— Continued 
made  incorrect  return;  interest  received  by  corporation  from  its  cufltomers  should 
be  included  in  gross  income  and  interest  paid  by  the  corporation  on  said  purchase  is 
allowable  as  interest  payable  on  its  bonded  or  other  indebtedness;  in  determining 
net  income  interest  can  be  deducted  only  to  an  amount  not  exceeding  the  i>aid-up 
capital  stock  outstanding  at  close  of  the  year.  (T.  D.  2441;  Feb.  8,  1917.  T.  D. 
2(,96;  Apr.  1,  1918.    Ct.  Decs.) 

A  bank  which  does  not  hold  itself  out  to  the  public  as  engaged  in  n^otiating 
purchases  or  sales  of  stock,  bonds,  etc,,  but  merely  negotiates  the  purchase  and  sale 
tliereof  for  depositors  and  other  patrons,,  without  remuneration  "and  for  their  accom- 
mixlation  only,  does  not  thereby  incur  liability  to  special  tax  as  a  broker.  (T.  D. 
27&2;  Dec.  24, 1918.) 

Income  and  ezcesa  profits  taxes. 

Dividends  declared  by  corporation  and  paid  with  securities  in  which  surplus  of 
of  corporation  has  been  invested,  regardless  of  character  of  securities,  must  be  ac* 
counted  for  as  dividend  for  income  tax  puiposes  by  recipients  to  ext-ent  that  it  repre- 
Hcnts  distribution  of  surplus  accrued  to  corporation  since  March  1,  1913.  (T.  D. 
2690;  art.  4.) 

Commissions  paid  in  purchasing  and  selling  securities  arc  a  part  of  the  cost  or  selling 
price  of  the  securities  and  not  otherwise  deductible;  they  do  not  constitute  expense 
deductions.     (T.  D.  2690;  art.  8.) 

Section  30  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3, 
1917,  does  not  exempt  from  tax  any  income  collected  by  foreign  Governments  from 
investments  in  the  United  States  in  stocks,  bonds,  or  other  domestic  securities, 
which  are  not  bona  fide  owned  by  but  are  loaned  to  such  foreign  Government. 
(T.  D.  2690;  art.  87.) 

Corporation  possessing  securities  can  not  allowably  deduct  any  amount  claimed  as 
loss  on  account  of  shrinkage  in  value  through  fluctuation  of  market  or  otherwise ;  only 
loss  to  be  allowed  is  that  suffered  when  securities  mature  or  are  disposed  of ;  in  case 
of  banks  or  other  corporations  subject  to  supervision  by  State  or  Federal  authorities, 
and  which,  in  obedience  to  orders  of  supervisory  officers,  charge  off  as. losses  amounts 
represented  as  alleged  shrinkage  in  value  of  property,  amounts  so  chained  of!  do  not 
constitute  allowable  deductions;  this  applies  only  to  owners  and  investors  and  not 
dealers  in  securities,  as  to  which  see  T.  D.  2609.     (T.  D.  2690;  art.  148.) 

District  irrigation  bonds  generally  are  a  lien  upon  real  estate  affected  by  irrigation 
project,  and  until  corporation  holding  such  bonds  has  taken  necessary  action  to  pro- 
tect its  interest  and  enforce  collection  of  such  bonds,  corporation  will  not  be  allowed 
to  deduct  face  value  or  any  estimated  amount  supposed  to  represent  lessor  shrinkage 
in  value  of  such  bonds;  any  estimated  shrinkage  in  value  does  not  constitute  loss 
within  meaning  of  Title  I  of  the  act  of  September  8,  1916,  as  amended  by  act  of 
October  3,  1917;  do  long  as  value  of  security  is  uncertain  or  unknown  loss  can  not 
definitely  be  ascertained  and  is  therefore  not  deductible.     (T.  D.  2690;  art.  153.) 

Dealers  in  merchandise  and  dealers  in  securities  authorized  to  make  returns 
on  basis  of  inventories  taken  at  cost  or  market  price,  whichever  is  lowerT  (T.  D. 
2609;  Dec.  19,  1917.)  Pending  decision  by  Supreme  Court  of  United  States  as  to 
legality  of  authorization  of  T.  D.  2609,  returns  made  upon  basis  of  T.  D.  2609  will 
be  tentatively  accepted.  (T.  D.  2649;  Jan.  30,  1918.)  Affirmed,  T.  D.  2744; 
July  11,  1918.) 

Sales — Affixing  and  canceling  stamps. 

Stamp  must  be  affixed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer  is 
effected  by  delivery  of  certificate  of  stock  assigned  in  blank ;  in  case  change  of  owner- 
ship is  bv  transfer  of  certificate  of  stock,  stamp  shall  be  afiSxed  to  the  certificate;  in 
case  evidence  of  transfer  is  ehoym  only  by  books  of  company,  stamp  shall  be  placed 
upon  the  books;  in  all  other  cases  payment  shall  be  evidenced  by  affixing  stamp 
upon  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the  buyer; 
manner  of  canceling  stamps  stated.     (T.  D.  2608;  Nov.  30,  1917.) 

Exempt  transctctions. 

No  tax  is  imposed  upon  aereement  evidencing  deposit  of  stock  certificates  a»  col- 
lateral security,  nor  upon  deuveries  or  transfers  to  broker  for  sale,  nor  upon  deliveries 
or  transfers  by  broker  to  customer,  provided  such  deliveries  or  transfers  shall  be 
accompanied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or  deliveries 
to  clearing  house  for  sole  purpose  of  clearing  or  adjusting  accounts  between  mem- 
bers; no  by-law  or  custom  of  any  exchange  or  similar  institution,  nor  any  collateral 
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Sales — Continued . 

Exempt  transactions — Continued. 

or  additional  s^eement  or  understanding,  inconaistent  or  in  conflict  with  any  re- 
quirement of  the  acfcof  October  3, 1917,o!r  of  R^g:u]ation  No.  40,  Part  I, shall  exempt 
any  pecson  from  tJie  payment  of  the  tax.    (T.  D.  2008;  Nov.  30, 1917.) 

Memorandum  of  sales. 

Persons  selling  or  agreeii^  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
memorandum  ofsale,  or  agreement  to  sell,  signed  by  principal  or  his  agent,  diowing 
date  of  transactioi^  names  of  parties,  shares  of  stock  to  whicii  it  relates,  number  and 
price  of  shares.     (T.  D.  2608;  Nov.  30,  1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  eliall  be  based  upon  total  face  value  of  shares  involved,  and  shall  be  at  rate  of  2 
cents  for  each  $100  of  such  total  face  value  or  fraction  thereof,  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30, 1917.) 

Records. 

Persons  engaged  in  business  of  buyii^,  selling,  or  transferring  shares  of  stock,  re- 
quired to  keep  record  showing  specified  items  of  information;  form  of  record  required 
(T.  D.  2608;  Nov.  30,  1917.) 

Registration. 

Regulation  No.  40,  Part.  1,  recjuires  a  statement  of  registration  by  persons,  curpon- 
tions,  etc.,  engaged  in  negotiating,  making,  or  recording  sales  of  shares  of  stock  and 
other  like  securities;  record  of  statement  of  registration  to  be  kept  by  collector  who 
must  issue  certificate  of  registration  to  be  posted  in  place  of  btismefls.  (T.  D.  260S; 
Nov.  30,  1917.) 

Returns. 

Clearing  houses  and  persons  engaged  wholly  or  partl^^  in  buying,  selling,  or  traB^s- 
ferring  ^area  of  stock,  required  to  make  retums  showing  specified  data  and  infevr- 
mation;  substitute  returns.    <T.  D.  2008;  Nov.  30, 1917.) 

Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistaBt  treasurer,  or 
other  designated  United  States  depositary;  State  agents;  requisitions  lor  stamps; 
records;  kind  and  color  of  stamps.   .(T.  D.  2741;  June  254  1918.) 

SBCURITT. 

See**  Bonds." 

Agreements  witti  banks — Stamp  tax. 

Neither  security  agreement  signed  by  prospective  borrower  of  bank,  enmowering 
bank  to  apply  anv  securities,  money,  or  otnec  prop^ty  of  boRower  in  nands  of 
bank  to  satisfy  debt,  nor  iorm  of  application  for  ibe  loan  is  subject  to  stamp  tax 
imposed  by  Schedule  A  of  section  807  of  act  of  October  3, 1917.  (T.  D.  2599;  Dec. 
3, 1917.) 

Collateral. 

See  "Collateral  Security." 

SEIZURES. 

Sec  '* Distraint;"  "Forfeitures." 

Distilled  spirits. 

Distilled  spirits  seized  because  of  filing  of  incorrect  return  or  failure  to  file  return 
not  willful  may  be  released  on  i>ayraent  of  tax  and  compromise  offer  of  25  per  cent; 
payment  of  tax  and  compromise  offer  of  100  per  cent  required  in  case  ol  h&e  return 
or  willful  failure  to  file  return.  Acceptance  of  such  offers  is  in  lieu  ef  forfeiture 
only.    (T.  D.  2877:  June  27,  1919.) 

EtI  leace. 

Vhe  fourth  amendment  of  the  Federal  Constitution  is  violated  if  Government 
offioora  seize,  without  warrant,  documents  of  defendant  named  in  a  pending  indict- 
ment; evidence  gained  by  such  seizure  may  not  bo  used  by  the  Government  in 
any  way,  and,  therefore,  refusal  by  defendant,  after  return  of  docHments  seized,  to 
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Evidence — Continued.  » 

comply  with  court  order  to  produce  them,  is  not  contempt  of  court,  tMhaa^h  the 
order  was  regularly  drawn,  if  it  was  based  on  information  gained  by  the  illegal 
seizure  «nd  not  upon  knowlec^  ol  fects  gasned  from  an  independent  aonrco.  (T. 
D.  2064;  Feb.  25, 1920.    Ot.  Dec'.) 

Beiease — Bomds. 

In  case  of  seizures  of  automobiles,  horses,  and  other  similaT  property,  collcctorj 
snstractad  to  Tefuse  to  accept  boaKl  Bndter  section  3^9,  Revised  Statutes,  lor  release 
imleas  property  was  seized  under  preyistons  of  secrtion  345S,  Revised  Statutes,  only ; 
^heie  sedaore  was  not  made  under  sndi  section,  if  property  is  -appraised  st  S500  or 
iesB,  coilec^orB  will  di^oee  of  same  promptly  xmder  provisions  ot  section  34^,  un- 
less bond  for  costs  is  given,  in  which  event  bond  sbouM  be  forwarded  to  l^nU^l 
States  attorney  with  request  to  institute  tibel  proceedings;  if  v&hie  exceeds  "$500, 
property  should  be  turned  over  to  United  States  mar^l  aad  the  attorney  rc- 
questea  to  institute  forfeiture  proceedings,  no  bond  for  costs  being  required ;  qu ra- 
tion of  release  of  property  on  bond  is  within  jurisdiction  of  court.  (T.  D.  251 1 ;  July 
12, 1917.) 

ShipmentB  of  liquors  into  ''dry"  territory. 

Where  ahipment  is  discovored  by  internal-revenue  officers,  invohdng  violation-? 
of  both  section  ^449,  Revised  Statutes,  «nd  section  240  of  the -Criminal  Code,  seizure 
ffhoukt  be  made  in  the  same  manner  as  though  the  former  section  on^  was  invo!  vod , 
but  all  fade  should  be  disclosed  in  any  repcnrts  submitted;  when  only  section  240 
M  involved,  it  is  the^hity  of  the  officers  of  the  Department  of  Justice  nrthcr  than  of 
Tcveiojie  officere  to  see  wiat  such  section  is  enforced,  and  a  revenue  officer  wlio 
attempts  to  perform  the  official  functions  of  officers  of  the  Depaitment  of  Jnsti<^c 
oxceeds  Ms  aufherity,  revenue  officers  should  act  in  ic^fd  to  violatioiM  of  se;i;ii>ii 
240  as  citizens  rather  than  in  their  capacity  as  revenue  officers,  (T.  B.  2437;  Jan. 
19,  1917.) 

SELLING  COBPOBATION8. 

Kasmfaeturcn,  tax  on. 

In  case  of  selling  corporation  owning  substan tiddly  all  the  stock  of  a  manufacturing 
corporation  which  nominally  sells  all  or  part  of  its  products  to  selling  corporati«n, 
manufacturing  corporation  is  regarded  as  a  manufacturing  agent,  and  taxable  salos 
r*re  those  made  by  selling  corporation.    (T.  D.  2719;  Art.  V^) 

8HABBS  OF  STOCK. 

See  '^Stock." 

Doliiiition. 

The  term  * 'share  or  shares  of  stock,"  within  Regulations  No.  40,  Part  1,  relating 
to  stamp  taxes  on  sales  afod  transfers  d  shares  of  titock  «nd  like  securities,  inrhides 
flhnres  and  certificates  lor  fibares  of  ^tot^k  regtcsonting  interasts  in  corporations  and 
in  jftoorpomted  and  umncorporated  associations,  as  well  as  voting  trust  certificates 
ior  tihaies  and  certificates  for  shares  or  interests  in  fjhtoes  ''if,  as,  and  when  issued '' 
and  for  "rights"  therein.    (T.  D.  2608;  Nov.  30,  1917.) 

SHELLS. 
Definition. 

The  term  "Aefis,  *•  tfl  used  in  Title  III  of  ttie  act  of  September  8,  1W6,  compre- 
hends any  reeeptade  used  to  incteee  an  explosive  charge,  or  the  receptacle  nmd 
charge  combined.    (T.  D.  2384;  art.  2.) 

8HEBRT 

"See  "Wines." 

See  "TeauspestatieA  Tax." 

SHOVS. 
See  "Admissbna*';  " Occupatlonai  Taxfia.V 
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SIGHT  DRAFTS. 
Stamp  taxes. 

A  draft  midit  be  drawn  stating  no  time  for  payment  which  would  class  it  as  a 
Bight  draft  and  be  accepted  at  90  days  which  wonld  change  its  nature;  if  negotiated 
or  delivered  before  acceptance  holder  would  be  obliged  to  stamp  thereon  accept- 
ance, in  default  of  which  both  he  and  accepter  would  be  liable  for  statutory  penalty. 
(T.  6.  2682;  Mar.  26,  1918.) 

Ordinary  ^ht  draft  with  bill  of  lading  attached  is  not  taxable,  but  draft  ex- 
pressed to  be  payable  at  sight  *'on  arrival  of  car,  *^  or  containing  memorandum  to 
nold  until  arrival  of  car,  is;  right  dreft  accompanied  by  instructions  outside  the 
instrument,  as  "Do  not  present  until  arrival  of  car,"  or  some  such  memorandum, 
is  not  taxable.    (T.  D.  2682;  Mar.  26,  1918.) 

A  sight  draft  accepted  and  paid  for  the  drawee  by  the  collecting  bank,  which 
holds  it  and  charges  interest  until  the  drawee  takes  it  up,  is  not  taxable.  (T.  D. 
2682;  Mar.  26, 1918.) 

SIGN13. 

Admissions— Amount  charged,  tax  due,  and  total  thereof. 

Persons  charging  taxable  admissions  required  to  keep  conspicuously  posted  in 
their  places  of  ousiness  signs  accurately  stating  prices  charged  for  admission,  tax 
due  on  each  admission,  ana  total  of  admission  ana  tax;  where  entertainment  enter- 
prises, finding  it  impracticable  to  handle  pennies  or  for  other  reasons,  have  advanced 
their  prices  5  or  10  cents,  including  tax  in  the  advance,  conspicuous  signs  must 
announce,  ''The  charge  for  a  [denomination]  ticket  includes  the  tax  of  1  cent  for 
each  10  cents  or  fraction  thereof  of  the  amount  paid  for  admission. "  (T.  D.  2681; 
Mar.  26,  1918.) 

Persons  liable  for,  and  object  of,  tax. 

By  appropriate  signs  and  by  notices  printed  in  programs  for  reasonable  period, 
public  should  be  informed  that  tax  imposed  by  section  700  of  the  act  of  October  3, 
1917,  is  required  to  be  paid  by  person  paying  for  admission,  and  that  amount  col- 
lected goes  to  United  States  Government  for  war  purposes.  (T.  D.  2681;  Mar.  26, 
1918.) 

Tax  not  charged. 

No  place  where  taxable  admissions  are  charged  will  be  permitted  to  display  any 
sign,  notice,  or  placard,  to  the  effect  that  the  war  tax  is  not  charged.  (T,  D.'2681; 
Mar.  26.  1918.) 

Wineries. 

Owner  or  occupant  of  winery  premises  producing  not  to  exceed  1:,000  gallons  per 
year  must  keep  conspicuously  on  outside  of  building  nearest  street  or  highway 
si^n  in  plain  letters  and  figures,  of  not  less  than  3^^  in  length  and  of  corresponding 
width,  indicating  the  premises  and  the  registry  number.  (T.  D.  2765:  Oct.  21, 
1918.) 

SINKING  FUNDS. 
Income  taxes. 

When  corporation  sets  aside  part  of  its  earninffs  to  create  sinking  fimd  with  which 
to  retire  inaebtedness,  annual  additions  to  such  fund  are  not  allowable  deduction 
from  gross  income  or  as  or  in  lieu  of  depreciation  or  on  any  other  account;  earnings 
thus  set  aside  are  an  asset  and  any  accretion  thereto  must  be  accounted  for  as  income; 
ruling  will  not,  however,  forbid  deduction  or  reasonable  allowance  for  depletion 
of  natural  deposits  even  though  amount  so  deducted  be  used  in  whole  or  m  part 
in  payment  of  its  indebtedness.    (T.  D.  2690;  art.  166.) 

Where  trustees  of  sinkins  fund  have  invested  amount  of  sinking  fund  received 
or  any  portion  of  it  in  bonus  of  Corporation,  and  such  corporation  pays  to  trustees 
interest  thereon,  the  corporation  will  be  permitted  to  deduct  sucn  mterest,  pro- 
vided amount  thus  paid,  plus  interest  on  any  other  outstanding  indebtedness,  aoes 
not  exceed  legal  limit;  interest  paid  to  trustees,  together  with  all  other  earnings 
on  investments  made  by  trustees  of  the  sinking  fund,  must  be  included  in  gross 
income  of  corporation.    (T.  D.  2690;  art.  189.) 
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.    8IBTTPS. 
Beverages. 

A  ' 'prepared  amp,"  within  the  meaning  of  section  313  (a)  of  the  act  of  October 
3, 1917 2  Ib  a  simple  dnip  with  flavoring  ana  perhaps  other  materials;  a  simple  sirup 
which  IS  not  taxable  is  a  preparation  of  sugar  and  water,  or  roclc  candy  and  water. 
(T.  D.  2719;  Art.  XXIX.) 

Tax  imposed  by  section  313  (a)  of  the  act  of  October  3, 1917,  is  based  on  price  for 
which  prepared  sirups  or  extracts,  if  intended  for  use  in  manufacture  or  production 
of  beverages,  commonly  known  as  soft  drinks,  by  soda  fountains,  bottling  estab- 
lishments, and  other  similar  places,  are  sold  by  the  manufacturer;  possible  selling 
prices  and  coiTesponding  tax  per  gallon  in  each  case,  stated.  (T.  D.  2719;  Art. 
XXVIII.) 

Foam^  concentrates,  acid  solution,  cocoa  paste,  einger  ale  paste  and  emulsions, 
and  ordinary  household  extracts  like  vanilla,  are  aubject  to  tax  imposed  by  section 
313  (a)  of  act  of  October  3,  1917,  when  sold  if  intended  for  use  in  production  of  soft 
drinks;  extracts  intended  for  use  for  culinary  purposes  or  in  manufacture  of  ice 
cream,  are  not  taxable;  "Sundae  dressings,*'  usea  exclusively  for  pouring  over 
ice  croam,  are  not  taxable;  prepared  sirups  and  extracts  used  by  rectiners  of  spirits 
and  a6  bar  flavors  are  not  taxable;  an  extract  sold  to  anoUier  extract  or  sirup  manu- 
facturer for  use  in  production  of  prepared  sirup  which  is  to  be  sold  as  such,  is  not 
subject  to  tax,  but  manufacturer  of  prepared  sirup  must  pay  tax;  no  tax  is  imposed 
upon  sirups  or  extracts,  as  such,  used  by  the  maker  for  nirther  manufacturing  pur- 
poses and  not  sold  by  him.    (T.  D.  2719;  Art.  XXX.) 

The  tax  imposed  by  section  313  (b)  of  the  act  of  October  3, 1917^  is  1  cent  for  each 
gallon  of  unfermented  grape  juice,  soft  drinks,  and  artificial  nuneral  waters,  not 
carbonated,  and  fermented  liquors  containing  less  than  one-half  per  cent  of  alcohol, 
sold  by  the  manufacturer  in  bottles  or  other  closed  containers;  tax  is  none  the  less 
payable  because  tax  may  have  been  paid  on  extracts  or  prepared  sirups  entering 
mto  manufacture  of  such  soft  drinks;  manufacturer  may  be  bottler  or  proprietor 
of  soda  founuin.    (T.  D.  2719;  Art.  XXXI.) 

Manufacturers  of  flavoring  extracts  who  do  not  pay  special  tax  must  comply 
with  standards  prescribed  by  Secretary  of  Agriculture;  if  no  standard  has  been 
prescribed,  liability  to  special  tax  will  be  regarded  as  incurred  on  account  of  manu- 
facture of  flavoring  extracts,  as  well  as  of  essences,  soft  drinks,  sirups,  etc.,  if  finished 
product  contains  more  alcohol  than  is  necessary  to  cut  the- oils  or  extract  the  de- 
sired active  principles  and  hold  them  in  solution.     (T.  D.  2760;  Oct.  9, 1918.f 

Preparation  of  fruit  juice  and  sugar,  which  is  not  reasonably  suitable  for  beverage 
purposes  and  is  not  so  used,  but  which  is  used  to  produce  a  palatable  beverage  by 
being  mixed  or  diluted  with  water  at  soda  fountains,  bottling  establishments,  and 
other  similar  places,  is  a  prepared  sirup  within  the  meaning  of  section  313  (a)  of 
the  act  of  October  3, 1917,  ana  was,  while  that  act  was  in  force,  subject  to  tax  levied 
upon  such  sirup.    (T.  D.  2932;  Oct.  7,  1919.) 

SNTTFF. 

Bxport»— Application  for  withdrawal. 

Instructions  with  reference  to  supplying  manufacturers  of  snuff  with  revised 
Form  660,  application  for  withdrawal  for  export.    (T.  D.  2521;  Sept.  1,  1917.) 

Floor  tax. 

Tax-paid  manufactured  snuff  in  excess  of  specified  quantity  held  for  sale  on 
October  4, 1917,  as  well  as  contents  of  broken  packages  and  goods  in  transit  on  such 
date,  required  to  be  inventoried  and  returned  for  assessment  of  tax  provided  for  by 
section  403  of  the  act  of  October  3, 191 7;  dealers  and  others  required  to  pay  tax  must 
make  return  on  Form  416C,  in  duplicate,  under  oath,  on  or  before  November  2, 1917; 
payment  of  tax  required  at  time  of  filing  return,  but  may,  upon  filing  of  bond,  be 
extended  to  date  not  exceeding  seven  months  from  passage  of  act  of  October  3, 1917; 
principal  oflSce  or  place  of  business  to  make  return  where  two  or  more  stores  are 
operated  by  same  dealer.    (T.  D.  2556;  Oct.  16, 1917.) 

Manufacturers— Boo1e8  and  returns. 

Ihstructions  with  reference  to  entries  to  be  made  in  books  and  monthly  returns  on 
November  2,  1917,  when  full  increased  taxes  became  effective.  (T.  D.  2569:  Oct. 
17,  1917.) 
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Manufacturers— Ccoitinued. 
Inventories. 

InstnictionB  wilii  reference  to  inventoiiei  reqfuired  to  be  filed  Ja&imry  1 ,  1918,  and 
verification  fh^eot  by  colleeton  of  internal  revenue  or  thdr  deputies;  faitiier 
duties  ol  deputy  collectoxs  stated.    (T.  D.  2583;  Nov.  17, 1917.) 

Manufacturers  of  tobacco,  snuff,  cigars,  and  cigarettes  required  to  make  inven- 
tories in  accordance  with,  seetioiis  3358,  3390,  Revised  Statutes,  such  inventory  to 
be  made  bef<»«  commencement  of  business  on  January  1,  1919;  tobacco  of  emeh 
class,  and  stamped,  as  wdl  as  unstamped,  manufactured  plug,  twist,  fine-cut,  mod 
smoking  tobacco,  snuff,  cigars,  and  cigarettes,  of  the  several  classes,  sbould  bo 
wcigbed  separately;  inventory  must  include  unstemmed  tobacco  stored  off 
bouded  factor>>'  premises  and  also  the  attached  and  unattached  stamps;  tobacco 
material  in  factory  required  to  be  segregated  according  to  classification;  tobacco 
dust,  sweepings,  etc.,  must  be  inventoried  as  ''waste";  weight  and  marks  of  each 
unopened  package,  etc.,  required  to  be  listed  on  back  of  inventory  form;  record 
of  quantity  of  tob^^co  used  from  date  of  inventonr  to  date  of  deputy  collector's 
visit  requiredto  be  kept:  inventory  must  be  verified  early  as  practicable  after  Jan- 
uary 1,  1919;  dutiesof  deputy  collectors  enumerated.    (T.  D.  2777;  Dec.  11,  1918.) 

Inventories  prepared  in  accordance  with  secticms  3358  and  3390,  Revised  Statate^. 
required  to  be  filed  before  commencement  of  business  on  January  1, 1920;  weigtiing: 
inventory  of  attached  and  unattached  stamps  required;  segregation  of*  tobacco 
material  in  iactory;  tobacco  dust,  sweepings,  etc.,  to  be  inventoried  as  ''waste"; 
listing  of  weight  and  marks  of  unopened  packages,  etc.;  verification;  duties  of 
deputy  collectors.    (T.  D.  2955;  Nov.  29,  1919.) 

A  .corporation  carrying  on  business  as  a  manufacturer  of  tobacco,  snuff,  cigars,  or 
cigarettes,  or  as  a  dealer  in  leaf  tobacco,  will  be  required  ih  have  the  monthly 
reports  and  inventories  signed  and  sworn  to  by  a  duly  authorized  officer  or  agent  of 
the  corporation  and  to  file  the  monthly  reports  wi&n  the  prescribed  time  with 
the  collector  of  the  district  in  which  the  tactorv  or  dealer  s  pkcc  of  busineas  is 
located.     (T.  D.  3073;  Sept.  27,  1920.) 

An  officer's  authority  to  sign  and  make  oath  to  a  corporation's  monthly  r^Mrts 
and  inventories,  unless  specifically  given  in  the  charter  or  by-laws,  must  be  con- 
ferred by  a  resolution  in  due  course  of  the  board  of  directors.  In  case  of  such 
resolution,  a  certificate  thereof  in  duplicate,  executed  by  the  president  aod  attested 
by  the  secretary^  should  be  filed  with  the  collector  of  the  district  in  which  the 
monthly  reports  and  inventories  are-to  l>e  filed;  one  copy  should  be  retained  by  the 
collector  and  one  forwarded  by  him  to  the  Commissioner.  (T.  D.  3073;  Sept.  27, 
1920.) 

Whenever  it  is  not  possible  or  convenient  for  an  officer  of  a  corporation  to  sign 
and  swear  to  its  monthly  reports  and  inventories  as  a  raanufactuTer  of  tobacco, 
snuff,  cigars,  or  cigarettes,  or  as  a  dealer  in  leaf  tobacco,  an  agent  mav  he  authorised 
to  execute  them  and  may  bind  the  corpozati<m  as  fully  as  an  officer,  undo*  the 
following  conditions: 

A  resolution  in  due  course  of  the  board  of  directors  should  appoint  and  authorize 
the  superintendent  or  manager  of  the  factory  or  leaf  establishment,  identif>'ing  both 
the  individual  and  the  factory  or  leaf  establishment,  to  execute  the  monthly  repoits 
and  inventories  required  of  the  corporation,  and  provide  further  that  the  power  of 
attome}r  so  created  shall  continue  in  full  force  until  written  notice  of  the  revocation 
thereof  is  given  to  the  collector  of  the  district  thereby  affected.  A  certificate  in 
duplicate^f  such  resolution,  executed  by  the  president  and  attested  by  the  secre- 
tary, should  then  be  filed  with  the  collector  of  the  district  in  which  the  monthly 
reports  and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  the  collector 
and  one  forwarded  by  him  to  the  Conmiissioner.  Such  certificate  will  constitute 
authority  for  the  collector,  until  he  has  actual  notice  of  the  recall  of  the  power,  to 
accept  monthly  reports  and  inventories  executed  by  such  agent.  (T.  D.  3073; 
Sept.  27,  1920.) 

Actual  and  accurate  inventories  as  required  by  law  must  be  made  by  manu- 
facturers of  tobacco,  snuff,  cigars,  and  d^urettes  on  January  1,  1921.  Each  maau- 
fa^Uirer  should  observe  carefully  the  following  instructions: 

(1)  The  inventory  must  be  made  before  the  commencement  of  business  on 
January  1,  1921.  After  it  is  completed  the  correct  totals  should  be  immediately 
entered  on  the  blank  form  which  will  be  furnished  to  each  manufacturer  by  the 
collector  oi  the  district  in  which  his  factory  is  located. 

(2)  All  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine  cut,  and 
smoking  tobacco,  snuflf ,  cigars,  and  cigarettes  of  the  several  classes  must  be  sepa- 
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rately  weighed  or  counted,  as  the  case  mi^y  be.    An  accuiatc  inventory  of -attached 

and  unattached  stamps  must  also  be  made. 

(3)  All  tobacco  material  in  ihe  factory  should  Ije  segreKSted  accordn^  to  the 
classifioKfcimi  provided  in  the  ^pieRasibed  inveatOFy  fosm,  isna^wvig^nd  Bepexately. 

(4)  The  -w^ght  and  -marke  of  each  imopened  hogshead,  case,  or  hstle,  or  other 
package  of  tdmcco,  and  all  Tjroken  paclcages  of  tobacco  and  loose  tobacco  "wilhin 
the  factory  and  inventoriBd  by^he  mamifacturer,  should  'be  lifitod  and  each  itom 
should  be  sufficiently  described  to  aid  the  deputy  collector  in  T^erifying  the  in- 
ventory. Such  li^  should  T>e  made  on  the  back  of  the  inventory  form  or  on  separate 
sheets  of  the  eame  size  att ached  'thereto . 

(5)  Tobacco  dust,  eiftii^,  sweeping.^,  and  waste  shall  be  inventoried  by  cigar 
manufacturers  under  the  head  of  ** waste"  only,  and  by  quasi  mamuac^tiu-ers  of 
tobacco  under  separate  heads,  each  properly  described. 

(6)  An  acouiate  .record  of  the  quantity  of  tobacco  of  cacli  class  used  during  the 
period  from  the  date  of  inventory  to  the  date  of  the  visit  of  the  deputy  shoiild  be 
kept  for  the  i)urpose  of  enabling  liim  to  arrive  at  the  actual  quantity  of  tobacco  of 
each  class  which  was  on  hand  on  the  inventory  date.     (T.  D.  3099;  Dec.  lO,  1920.) 

Each  inventory  shall  be  verified  by  a  deputy  collector  at  the  eafKest  practicable 
date  after  Jamucr^'  I,  1921.  Each  deputy  should  he  -diiected,  indeterming  the 
oDrrectness'of  the  i]g[aT«B  shewn  in  the  inventor^',  to  tako  into  account  the  quantity 
of  t4>bacG0  of  each  Afferent  (kind  sold  and  used  on  the  one  hand  and  jnnrchnsed  on 
the  other  .hand  between  tka  time  of  Ms  -\-isit  and  the  taking  of  ithe^nventor^' .  The 
deputy  fihoiddToquiie  any  mece68ar^^  junoudment  to  be  made  'before  permitting  oath 
to  be  tak«n  :and  ^oold*  observe  the  instructions  dn  iRegulations  No.  S  (revised 
Juiy  1, l&10),ipage 60.  imder the headof  ^' I)o&cienGieBda>nnd by K9samining officers. ' ' 
Any  deficiencies  which  may  be  discovered  should  be  reported  immediatcl  v.  (T.  D. 
3099:  Dec.  10,  1920.) 

.Bates  of  tax. 

Taxes  imposed  by  sections  401  and  403  of  ;the.act  of  October  3, 1917,  removed  from 
factory  or  cuslomhouae  for  conaumption  or  use  on  and  after  October  4, 1917,  and 
November  2, 1917,  shown  by  table.    (T.  D.  2569;  Oct.  17,  1917.) 

'-Stamps — Oamrellation . 

Stan^ps.for  the  new  sizes  of  pav-'kages  for  manufactured  snuff  provided  for  in  sec- 
tion 401  dfact  of  October  3, 1917,  shall  be  aflixed  and  canceled  in  same  manner  a.*?  are 
other  stnp  stamps  for  tobacco  and  snuff  under  the  pro\'isir)n8  of  exidling  regulaiicins 
No.  8,  revised  July  1 ,  1910,  page  41 .    :(T.  D.  2569;  Oct.  17, 1917,) 

——  Iiy^efltory  and  (retum. 

All  attached  and  unattached  stamps  for  payment  of  tax  on  cigars  held  by  manu- 
facturers in  their  factories  on  October  4,  191 7,  and  November  2,  1917.  before  com- 
mencement of  business  on  said  days,  required  to  be  inventoried  and  returns  filed 
for  additional  tax,  as  provided  in  section  1006  of  act  of  October  3,  1917;  stamps  in 
transit  on  date  inventory  is  required  purchased  at  old* rates  must  be  included  in 
inventory;  forms  for  returns  and  dnventories;  'manufacturers  required  to  render 
return  and  inventorv  notwifhstanding  he  may  have  no  stampp  on  hand  on  datoji 
mentioned.    (T.  D.  2569;  Oct.  17,  T917.) 

OrdJBzs. 

f*OBnB^  o/dera  for  stamna,  -levised,  staaidardiaad  as  to  size,  printed  indiOtorent 
coloTii,  ^requirod  to  bo  usea  as  floon  as  supply  is  forwarded  to  .collectore  and  dis- 
tributed by  themto manufaoturera.    (T.  D.  2411;  Dec.  12,  Ifisie.) 

Instructions  with  jof crone e  to  use  by  manufacturer  of  ^re^'ised  l*\)rm  178  eirders  for 
stamps  for-enirff.    (T.  D.  2604;  Dec.  12,  1917.) 

Sal^s. 

Stamps  for  tax  payment  on  imported  snuff,  to  be  sold  only  to  owners,  consignees, 
or  importers,  on  requisition  of  proper  customhouse  officer;  stamp  order  Forms  168, 172, 
173,and  485  restricted  to  use  of  manufacturers  in rfihe  United  States;  wgulations  No. 
8,  revised  July  1,  1910,  :page  62,  amended  to;provide  that  when  snuff  imported  in 
the  mails ds  for  delivery  at  places  other  than  where  examined  by  customs  officers, 
xuid  are  forwarded  to  the  postmaster  who  notifies  the  addressee^  furnishing  him 
with  customs  Cat.  No.  3493,  which  is  forwarded  to  postmaster  with  the  package, 
nocospary  stamps  shall  be  procured  from  and  sold  by  tne  nearest  collector  of  internal 
revenue.    (T.  D.  2500;  June  15,  1917.) 
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Time  when  act  effective. 

Section  401  of  the  act  of  October  3,  1917,  levying  a  tax  upon  snuff,  took  effect  on 
November  2, 1917.    (T.  D.  2547;  Oct.  22,  1917.) 

Withdrawal  for  use  of  TTnited  Btates-^Application. 

Manufacturer  must  file  application  in  duplicate  on  Form  664  for  permit  to  make 
withdrawal  of  product  in  specific  lots  from  his  factory^  and  in  adaition  to  giving 
number  of  factory,  district,  and  State,  the  number  of  original  or  statutory  packacca 
and  contents  of  each  shall  be  set  forth  in  each  application  as  well  as  the  total  quantity 
covered,  rate  of  tax  applicable,  amount  of  tax  to  be  remitted,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  the  address  to  which,  shipment  or 
delivery  is  to  be  made;  these  applications  may  be  forwarded  direct  to  the  Com- 
missioner of  Internal  Kevenue,  in  which  case  the  duplicate  application  will  be 
fonrarded  by  the  Commissioner  to  the  collector,  or  filed  with  the  collector  for  the 
district,  in  which  case  the  collector  must  forward  the  original  application  imilieiii- 
ately  to  the  Commissioner;  application  should  be  filed  sufficient  time  in  advance  of 
date  upon  which  withdrawal  is  contemplated  to  be  made  to  aUow  of  receipt  and 
issuance  of  permit  by  the  Commissioner  and  receipt  thereof  by  the  mMiufacturer 
prior  to  that  date.    (T.  D.  2982;  Jan.  22,  1920.) 

BillB  of  lading. 

Where  product  withdrawn  is  transported  by  common  carrier,  the  manufacturer 
must  file  with  the  collector  of  the  district  in  which  the  factory  making  withdrawal 
is  located  bills  of  lading  in  duplicate  covering  each  shipment  from  the  factory  to 
the  point  of  final  destination;  one  of  these  bills  of  lading,  which  must  be  nk-d 
promptly  after  withdrawal  is  made,  will  be  filed  with  the  copy  of  the  application 
and  permit  which  it  covers  in  the  collector's  office,  and  the  other  shall  be  torwardei 
immediately  witli  letter  of  transmittal  to  the  Commissioner.  (T.  D.  2982;  Jan.  22, 
1920.) 

Bond  for  transportation  and  delivery. 

The  manufacturer  is  required  to  furnish  transportation  and  delivery  bend  in 
duplicate  on  Form  665  with  satisfactory  sureties  and  in  penal  sum  of  not  less  than 
the  tax  on  the  total  quantity  specified  in  the  requisition;  this  bond,  which  shall 
state  quantity  of  product  requisitioned,  number  of^factory,  and  its  location,  includ- 
ing the  district  and  State,  from  which  withdrawal  is  to  be  made,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or  delivery 
is  to  be  made,  may  be  executed  by  corporate  surety  or  individual  sureties,  in  the 
latter  ( aae  each  individual  surety  being  required  to  show  qualification  on  Form  33 
executed  in  duplicate,  and  the  duplicate  form  to  be  attached  to  the  duplicate  bond; 
the  original  and  duplicate  bond  must  be  filed  with  the  collector  for  the  district  in 
which  the  factory  is  located,  who  will,  if  the  bond  meets  his  apjiroval,  enter  an 
indorsement  to  that  effect  on  both  the  original  and  duplicate,  and  forward  the  dupli- 
cate immediately  to  the  Commissioner  of  Internal  Revenue.  (T.  D.  2982;  Jan.  22, 
1920.) 

• Certificate  of  receipt  by  Government  officer. 

The  Government  receiving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  may  certify  as  to  the  quantity  received  and  the  dat4»  of 
receipt,  his  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  promptly 
to  the  manufacturer,  who  must  file  both  copies  of  the  certificate  of  receipt  ^ith  the 
collector  of  internal  revenue  for  the  district  within  30  days  of  date  of  withdraiial: 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  number  of 
statutory  packages,  the  number  of  inner  packages,  if  any,  and  the  total  quantity  so 
lost,  and  the  amount  reported  lost  or  any  difference  between  the  quantity  with- 
drawn under  permit  and  that  certified  to  by  the  receiving  officer  will  remain  as 
charged  against  the  transportation  bond,  and  assessment  of  tax  thereon  will  be  made 
against  the  manufacturer  in  the  absence  of  evidence  showing  ^at  the  goods  not 
covered  by  the  receiving  officer's  certificate  were  actually  destroyed.  (T.  D.  2982; 
Jan.  22,  1920.) 

• Collector's  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  product  req.ui8itioned  will  be  credited 
in  the  office  of  the  Commissioner,  to  whom  the  collector  will  forward  the  original 
certificate  of  receipt  immediately  after  it  is  received  by  him.  (T.  D.  2982;  Jan. 
22,1920.) 
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Withdrawal  for  use  of  TTnited  States — Continued. 

Departmental  requisition. 

Whenever  snuff  is  purchased  for  use  of  the  United  States  and  it  is  proposed  to 
make  withdrawals,  tax  free,  from  the  place  of  manufactiu-e,  requisition  in  duplicate 
on  Form  663,  approved  by  head  of  department  or  head  of  bureau,  or  other  organiza- 
tion, if  independent  of  a  department,  must  be  filed  with  the  Commissioner  of  Inter- 
nal Revenue;  this  requisition  must  specify  the  total  qiuintity  of  the  product  con- 
tracted for  at  a  price  not  including  the  tax  thereon,  the  name  of  the  manufacturer, 
his  factory  number,  district  and  State,  the  location  of  the  factory  and  the  institution 
and  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or 
delivery  is  to  be  made;  one  copy  of  the  requisition  will  be  forwarded  by  the  Com- 
missioner to  the  collector  of  internal  revenue  for  the  district  in  which  is  located  the 
factory  designated  to  furnish  the  product.     (T.  P.  2982;  Jan.  22, 1920.) 

Bntries  in  manufacturer's  records  and  reports. 

Each  withdrawal  of  a  product  from  the  factory  phall  be  entered  by  the  manufac- 
turer in  his  re\'enue  book  on  the  day  withdrawal  is  made,  and  shall  be  included  in 
his  monthly  or  annual  report  under  an  appropriate  heading  and  carried  in  the 
recapitulation  as  a  special  credit.     (T.  D.  2982;  Jan.  22,  IV20.) 

liabeling  or  branding. 

Fach  individual  packi^e  of  tobacco  manufactures  shall  be  labeled  or  branded 
"For  the  use  of  U.  8.  Ctovernmcnt,"  together  with  number  of  permit  and  the  date 
thereof,  the  letters  and  figures  of  such  printing  to  be  conspicuous,  in  boldface  type, 
of  not  less  than  one-fourth  of  an  inch  in  height.     (T.  D.  2982;  Jan.  22,  1920.) 

Permit. 

Requisition  and  bond  ha\ing  been  filed,  permit  in  duplicate  on  Form  666  for  each 
withdrawal,  for  which  application  is  made  and  approved,  will  be  issued  by  the  Com- 
missioner and  forwarded  to  the  collector,  and  the  original  permit  will  be  delivered 
b^  the  collector  to  the  manufacturer  to  be  retained  as  authority  for  making  the 
withdrawal ;  no  more  than  the  Quantity  named  in  the  permit  may  be  withdrawn 
thereunder  and  no  withdrawal  snail  be  made  in  advance  of  the  issue  of  a  permit; 
withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  permit  or  else 
request  should  be  made  for  cancellation  of  such  permit;  all  products  withdrawn  in 
advance  of  issue  of  permit  will  be  held  subject  to  tax,  and  a  manufacturer  who 
violates  the  law  by  withdrawing  products  on  which  tax  has  not  been  paid,  without 
permit,  will  be  liable  also  to  statutory  penalties.     (T.  D.  2982;  Jan.  22,  1920.) 

SOAP. 
Denatured  alcohol. 

Alcohol  denatured  according  to  stated  formula  may  be  used  in  the  manufacture  of 
soap  liniment  (U.  S.  P.),  chloroform  liniment  (U.  S'.  P.),  liniment  of  soft  soap,  and 
green  soap  when  manufactured  in  accordance  with  standards  of  United  States 
Pharmacopoeia  with  exception  that  products  will  contain  camphor  and  rosemary: 
dcnaturant  may  be  used  only  in  central  denaturing  and  distilling  plant  oi  industrial 
character  as  established  under  subsection  2,  of  paia^ph  N,  of  section  4,  of  the  act  of 
October  3,  1913,  and  supplement  No.  2  to  Regulations  No.  30;  samples  of  liniment 
of  soft  aoap  and  green  soap  required  to  be  submitted  together  with  formula,  before 
bond  is  approved;  permission  for  use  of  special  denaturants  must  be  obtained. 
(T.  D.  2465;  Mar.  24,  1917.) 

Formula  3A,  for  special  denaturation  of  alcohol  for  use  in  the  manufacture  of 
transparent  soap,  modiiied.     (T.  D.  2820;  Apr.  10,  1919.) 

Excise  taxes. 

The  tax  imposed  by  section  600  (e)  (»f  the  act  of  October  3, 1917,  is  2  per  cent  of  the 
price  for  which  soaps  are  sold  by  the  manufacturer;  soaps  advertised  or  held  out  as 
suitable  for  toilet  purposes  are  taxable;  kitchen  soap  powders  and  other  article, 
ordinarily  used  for  household  and  not  for  toilet  purposes  are  not  subject  to  tax.  (T. 
D.  2719;  Art.  XVIII.) 

A  soap  powder  chiefly  designed  for  laundry  purposes  and  sold  by  the  manufac- 
turer in  bulk  to  laundries  and  also  sold  for  retail  distribution  to  the  public  in  pack- 
ages bearing  directions  for  use  as  a  hair  shampoo,  for  which  it  is  to  a  small  extent 
actually  used,  is  subject  to  £x<^ide  tax  upon  the  sales  in  lutckages,  but  not  upon  the 
sales  in  bulk     ^T.  D.  2785;  Jan.  23, 1919.) 
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Excise  taxes — Continued. 

*  On  the  sale,  for  a  lump  price,  of  a  fountain  slia\'iiig  .brush  with  a  filled  Aa\dog 
cream  cartri^»  which  is  separate  and  replaceable,  the  excise  lax  is  only  upon  the 
price  of  the  mled  cartridge  as  sepiskrately  detenntined,  namely,  &e  established  retail 
price  of  the  filled  cartridges  sold  separately.    (T.  D.  5782;;  I>ec.  24,  iftl8.) 

SOOIAXi  CLUBS. 

•Capital  stock  tax— Sxeiiq>tioiL. 

Ohibs  organized  and  operated  exclusively  lor  pleasure,  recreation,  and  ofhrr 
nonprofitable  purposes,  no  part  of  net  income  of  which  inures  to  beneJSt  of  guv 
miv£rte  stockholder  or  member,  is  exempt  from  tax  imposed  by  section  407  of  art  -  .i 
Septembers,  1&16.     (T.  B.  2383;  Oct.  19, 1916.    T.  T>.  2730,  art.  12;  Aug.  9,  191>i.> 

Dues— D  eflnition. 

An^  organization  which  maintains  quarters  or  arranges  periodical  dinners  or 
meetings  for  j)urpoBe  of  affording  i  is  members  opportunity  of  congregating  for  social 
intercourse,  is  a  sociaVclub  witJiin  the  meaning  of  section  701  of  the  act  of  October 
3,  1917,  unless  its  social  features  are  subordinated  and  merely  incidental  to  tho 
furtherance  of  business  or  other  special  interests;  Commiieioner  of  Intecnal  Revalue 
shall  determine  wbether  club  or  organization  comes  within  words  "social,  athletic, 
or  sporting,"  upon  being  furnished  charter  or  constitution  and  4>y-laws  of  oiganiza- 
tion,  statement  as  to  its  actual  activities  and  practices,  and  such  ^ther  inlonzuitirn 
as  he  may  deem  pertinent.    (T.  D.  2681;  Max,  26, 1918.) 

Those  social  facilities  afforded  by  a  commercial  club  which  arc  kept  open  freely 
to  the  public  and  not  limited  to  members  are  not  sufficient  to  constitute  the  club  a 
social  club  for  purposes  of  the  dues  tax.     (T.  D.:2782;  Dec  24, 1918.) 

Fratexaal  orders. 

Bues  or  fees  paid  to  fraternal  orders  not  falling  within  the  Bxpress  ex^nption 
of  section  701  of  fiio  act  of  October  8, 1917,  are  not  subject  to  the  tax  imposed  by 
that  section,  if  the  purposes  and  practices  of  the  order  to  wMdh  they  are  paid  are 
religious,  b«i«valent,  or  educational,  and  any  sccial  acti-vitJieB  of  (he  «rd«r  are 
i-nridental  and  subordinate;  where  the  purpose  or  practices  of  any  fraternal  order 
are  primarily  social  in  character,  dues  orieespaid  to  itare  subjectto  fhe  tax.  (T.  D. 
2681;MBr.26,  191«.) 

Income  taxes — Exemptions. 

Social  clubs  are  not,  as  such,  exempt  from  tax;  exemption  is  conditional  on  filing 
ydth  collector  affidavit  setting  out  character  and  purpose  of  oiganisatian,  «nd  dbow- 
ing  that  no  part  of  any  income  inures  to  i>enefit  of  aay  private  stookholdm:  or  indi- 
vidual, and  that  such  income  is  used  exclusively  to  .promofte  pui(pos6B  ior  which 
oiganized  as  indicated  in  particular  paragraph  under  which  exem|>rion  is  ctaimed. 
(T.  D.  3690;.art.  67.) 

Social  clubs  organized  and  opeiated  exclusively  ior  pleasure,  recreation,  and 
othernonpiofitable  purposes,  are  exempt  from  tax,  proyided  nopaort  of  any  not.  in- 
come inures  to  benefit  of  any  private  stocldiolder  or  xndividuio.;  this  exepprion 
reaches -piactacally  all  social  and  recreation  olubs  supported  by  snemberehip  ^iees, 
dues  and  aflBBBsments;  if  a  ckd»,  by  reRscm  of  coznprehensive  p<^en  gnoited  in 
its  charter,  en^pages  in  any  business  for  profit,  it  will  be  held  that  such  clutb  is  not 
a  sfx>ial  club,  it  thus  becoming  a  businoesor  commercial  enterprise,  and  any  .profit 
realized  is  subject  to  tax.  •  (T.  D.  2690;.art.  72.) 

Exemption  from  filing  returns  and  pajdng  income  tax  of  pleasure  and  retrreation 
clubs  is  conditional  upon  such  an  organization  filing  affidavit  showing  character  and 
purpose  of  oiganization,  source  of  income  and  disposition  of  same,  whe€ier-or  not 
any  of  itsincome  is  credited  to  surplus  or  inures  to  Dwrcfit  of  anyprivatestoclchf^dor 
or  individual,  to  which  affidavit  should  be  attached  copy  of  <4iarter  or  articles 
.  of  incorporation  and  by-laws;  where  collector  is  in  doum  as  to  taxafarle  status  t»f 
organization,  upon  receipt  of  affidavit,  etc.,  he  will  refer  affitki^it  and  accompanying 
ptapers  to  Commissianer  of  Internal  Revenue  for  deciaion;  if  it  is  held  that  corpora- 
tion itself  is  oxentpt  from  income  and  <<»i:c€BB-?profits  taxes  it  is  not,  h&wever,  -exenpt 
from  the  withholaing  requirements  nor  from  fumisfaing  imfbroiatiDn  in  aeconiancc 
with  prDvisions  of  act  of  tOctoher  3, 1917.    (T.  D.  26ft3;  Apr.  8, 1918,) 
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SOFT  DBINKS. 

Apple  cider. . 

Sweet  apple  cider  is  taxed  under  section  313  (b)  of  act  of  October  3,  1917»  if  it 
cootainB  less  tlian  one-half  per  cent  of  alcohol  and  no  added  sugu.  (T.  D.  2719; 
Art.  XXXI.) 

Carbonated  beverages. 

Carbonated  fermented  liquors  containing  less  than  one-half  per  cent  of  alcohol 
are  to  be  classed  as  carbonated  beverages  and  not  as  fermented  liquors  within 
meaning  of  section  313  (b)  of  the  act  of  October  3,  1917,  and  are  accordingly  not 
diPDCtly  taxed  unless  manufactured  and  sold  by  the  manufacturer,  producer,  or 
importer  of  the  carbonic  acid  gas  used  in  carbonating  them.    (T.  D.  2719;  Art. 

xxxr.) 

The  tax  imposed  by  section  313  (b)  of  act  of  October  3,  1917,  is  1  cent  for  each 
gallon  of  carbonated  waters  and  beverages  manufactured  and  sold  by  the  manu- 
,  facturer  of  the  carbonic  acid  gas  used  in  carbonating  same;  tax  attaches  when  per- 
son who  (a)  manufactures  and  (b)  sells  such  waters  and  beverages  is  also  (c)  the 
manufacturer,  producer,  or  importer  of  the  carbonic  acid  gas  used  in  their  manu- 
facture; soda  fountain  proprietor  manufacturing  his  own  carbonic  acid  gas  must 
pay  tax  on  carbonated  dnnks  dispensed  at  sucli  fountain;  carbonated  waters  or 
beverages  are  not  taxable  when  manufacturer  buys  his  carbonic  acid  gas  and  pays 
tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XXXII.) 

Carbonic  acid  gas. 

Tax  imposed  by  section  315  of  the  act  of  October  3, 1^17,  is  5  cents  for  each  poiuid 
ol  carbonic  add  gas  in  drums  or  containers  sold  by  manufacturer,  if  intended  for 
use  VI  the  manufacture  or  production  of  carbonated  water  or  drinks,  including 
fermmiied  liquops  containing  less  than  one-half  per  cent  of  alcohol;  carb<Miic  acia 
^f^  used  in  drawing  beer  from  containers  or  in  operation  of  refrigerating  plants,  or 
m  preserving  food  products,  or  in  manufacture  of  beverages  containing  one>half 
per  cent  or  more  of  alcohol,  is  not  subject  to  the  tax;  in  all  cases  of  aeJes  of  carbonic 
acid  gas  for  use  other  than  in  the  manufacture  of  carbonated  water  m*  other  drinks, 
manufacturer  must  prominently  stamp  on  or  afhx  to  container  a  warning,  as  fol- 
lows: * 'Federal  tax  not  paid.  Unlawful  to  use  in  the  manufacture  of  beverages. " 
(T.  D.  2719;  Art.  XXXV.) 

Tax  imposed  by  section  315  of  the  act  of  October  3,  1917,  cm  carbonic  acid  gas 
is  to  be  paid  to  manufacturer  bv  producer  of  such  gas  at  the  time  of  sale,  and  former 
must  collect  amount  of  tax  and  make  monthly  returns  under  oatli  iuNiuplicate  on 
Form  726  and  pay  taxes  so  collected  to  collector  of  district  in  which  his  principal 
office  or  place  of  business  is  located;  returns  are  to  be  rendered  and  tax  paid  on  or 
before  liost  day  of  each  month,  covering  transactions  of  preceding  month,  first  return 
to  cover  all  transactions  since  October  3,  1917.    (T.  D.  2719;  Art.  XXX\"I.) 

Comptttation  of  tax. 

In  computing  tax  a  fractional  part  ol  a  cent  should  be  disregarded  unless  it  amounts 
to  one-half  cent  or  more,  in  which  case  it  should  bo  increased  to  a  full  cent.  (T.  D. 
2719;  Art.  XXXIX.) 

Definition. 

A  "Bofft  drink  **  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  nonintoxicating  beven«e  containing  less  than  one-half  per  cent  of  alcohol. 
(T.  D.  2719;  Art.  XXIX.) 

Exports. 

Taxes  imposed  by  sections  313  and  315  of  the  act  of  October  3,  1917,  do  oot  apply 
to  articles  sold  in  foreign  commerce  by  any  of  the  methods  outlined  by  manurac- 
turer,  producer  or  importer  located  in  one  of  tlie  several  States  of  the  United  States; 
taxes  apply,  however,  to  articles  sold  in  foreign  commerce  by  manufacturer  located 
in  a  Territory  or  elsewhere  in  the  United  States  than  in  a  State,  and  to  articles  sold 
in  coosunerce  between  United  States  and  any  of  its  island  or  other  possessions  except 
the  West  Indian  Islands  acquired  from  Denmark.    (T.  D.  2739;  June  24,  1918.) 

Articles  may  be  normally  exported  in  several  ways— (1)  they  may  be  shipped 
by  the  manufacturer  to  agent  in  foreign  country*  and  after  roacliing  tnere  mav  be 
sold  by  the  agent;  (2)  they  may  be  shipped  by  manufacturer  to  foreign  purchaser 
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Exports — Continued, 
to  fill  orders  received  by  agent  in  foreign  country.;  (3)  they  may  be  shipped  by 
manufacturer  to  foreign  purchaser  to  fill  orders  received  by  manufacturer  in  UniteS 
States;  (4)  they  may  be  shipped  by  manufacturer  to  foreign  purchaser  to  fill  orders 
solicited  by  mail  and  received  by  mail  from  foreign  purchaser.  (T.  I>.  2739;  June 
24,  1918.) 

Extracts  and  sirupB. 

Tax  imposed  by  section  313  (a)  of  the  act  of  October  3,  1917,  is  based  on  price  for 
which  prepared  sirups  or  extracts,  if  intended  for  use  in  manufacture  or  production 
of  beverages,  commonly  known  as  soft  drinks,  by  soda  fountains,  bottling  estab- 
lishments, and  other  similar  places,  are  sold  by  the  manufactiu^r;  possible  selling 
prices  and  corresponding  tax  per  gallon  in  each  case  stated.  (T.  D.  2719;  Art.  " 
XXVIII.) 

''Other  similar  places,"  as  used  in  section  313  (a)  of  the  act  of  October  3,  1917, 
includes  all  places  where  soft  drinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

An  '  'extract' '  is  a  preparation  supposed  to  possess  the  characteristic  property 
or  virtue  of  the  original  substance  m  concentrated  form,  and  includes  easences, 
flavoring  extracts,  and  the  like.    (T.  D.  2719;  Art.  XXIX.) 

A  *' prepared  sirup* '  is  a  simple  sirup  with  flavoring  and  perhaps  other  materials; 
a  simple  sirup,  whicn  is  not  taxable,  is  a  preparation  ofsugar  and  wat^r  or  rock  candy 
and  water.    (T.  D.  2719;  Art.  XXIX.") 

Foam,  concentrates,  acid  solution,  cocoa  paste,  ginger  ale  paste  and  emulsions, 
and  ordinary  household  extracts  like  vanila,  are  subject  to  tax  imposed  by  section 
313  (a)  of  act  of  October  3,  1917,  when  sold  if  intended  for  use  in  production  of  soft 
drinks;  extracts  intended  for  use  for  culinary  purposes  or  in  manufacture  of  ice 
cream  are  not  taxable;  *' sundae  dressings."  used  exclusively  for  pouring  over  ice 
cream,  are  not  taxable;  prepared  sirups  ana  extracts  used  by  rectifiers  of  spirits  and 
as  bar  flavors  are  not  taxable ;  an  extract  sold  to  another  extract  or  sirup  manufacturer 
for  use  in  production  of  prepared  sinij)  which  is  to  be  sold  as  such,  is  not  subject 
to  tax,  but  manufacturer  of  prepared  sirup  must  pay  tax;  no  tax  is  imposed  upon 
sirups  or  extracts  as  such  used  by  the  maker  for  further  manufacturing  purposes 
and  not  sold  by  him.    (T.  D.  2719;  Art.  XXX.) 

Manufacturers  of  flavoring  extracts  who  do  not  pay  special  tax  must  comply  with 
standards  prescribed  by  Secretary  of  Agriculture;  if  no  standard  has  been  prescribed, 
liability  to  special  tax  will  be  regarded  as  incurred  on  account  of  manufacture  of 
flavoring  extracts,  as  well  as  of  essences,  soft  drinks,  sirups,  etc.,  if  jfinirfied  product 
contains  more  alcohol  than  is  necessary  to  cut  the  oils  or  extract  the  desirea  active 
principles  and  hold  them  in  solution.    (T.  D.  2760;  Oct.  9, 1918.) 

Preparation  of  fruit  juice  and  sugar,  which  is  not  reasonably  suitable  for  beverage 
purposes  and  is  not  so  used,  but  which  is  used  to  produce  a  palatable  beverage  by 
being  mixed  or  diluted  with  water  at  soda  fountams,  bottling  establishments,  and 
other  similar  places,  is  a  prepared  sirup  within  the  meaning  of  section  313(a)  of  tie 
act  of  October  3,  1917,  and  was,  while  that  act  was  in  force,  subject  to  tax  levied 
upon  such  sirup.     (T.  D.  2932;  Oct.  7,  1919.) 

Ginger  ale. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3, 1917,  is  1  cent  for  each  gallon 
of  ginger  ale  manufactured  and  sold  by  manufacturer  of  carbonic  acid  gas  used  in 
carbonating  same;  tax  attaches  when  person  who  manufactures  and  sells  ^nger  ale 
is  also  manufacturer,  producer,  or  importer  of  carbonic  acid  ga^  used  in  its  manu- 
facture; such  ale  is  not  taxable  when  manufacturer  buys  his  own  carbonio  acid  gas 
and  pays  tax  of  5  cents  per  pound.    (T.  D.  2719;  Art.  XiXII.) 

Inspection  of  books. 

Books  of  every  person  liable  to  tax  imposed  by  section  313  of  the  act  of  October  3, 
1917,  shall  be  open  at  all  times  for  inspection  by  examining  internal-revenue  officers. 
(T.  D.  2719;  Art.  XXXIV.) 

Mineral  waters. 

Tax  imposed  by  section  313  (c)  of  act  of  October  3,  1917.  is  1  cent  for  each  gallon 
of  mineral  waters  or  table  waters  sold  by  the  producer,  bottler,  or  importer  in  bottles 
or  other  closed  containers,  at  over  10  cents  per  gallon;  a  mineral  water  sold  iust  as  it 
comes  from  the  ground,  except  for  filtration,  is  subject  to  the  tax;  distilled  waters, 
aerated  waters,  and  artesian  well  waters  sold  for  drinking  purposes  are  subject  to  the 
tax;  a  *' bottler"  is  the  producer  or  any  person  who  puts  a  liquid  in  botUes  or  other 
closed  containers  and  sells  it.    (T.  D.  2719;  Art.  XaXIII.) 
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"Other  siixular  places." 

"Other  similar  places,"  as  used  in  section  313  (a)  of  the  act  of  October  3, 1917,  in- 
cludes all  places  where  soft  drinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

Payment  of  tax. 

The  maufacturer,  producer,  bottler,  or  importer  of  any  of  the  beverages  enumer- 
ated must  pay  taxes  imposed  to  collector  for  diBtruct  in  which  his  principal  place  of 
of  business  is  located :  tax  to  be  paid  on  or  before  last  day  of  each  month  covering 
transactions  of  preceoing  month;  where  articles  are  sold  over  period  of  time  under 
agreement  for  quantity  rebate,  tax,  if  originally  computed  on  gross  price,  may  be 
adjusted  in  return  for  month  in  which  price  is  finally  determined;  iUnerant  manu- 
facturer should  pay  tax  to  collector  of  district  where  sales  are  made.  (T.  D.  2719: 
Art.  XXXI V.) 

Tax  imposed  by  section  315  of  the  act  of  October  3, 1917,  on  carbonic  acid  gas,  is  to 
be  paid  to  manufacturer  by  producer  of  such  gas  at  time  of  sale,  and  former  mui>t 
collect  amount  of  tax  and  pay  same  to  collector  of  district  in  which  his  principal 
office  or  place  of  business  is  located;  tax  is  to  be  paid  on  or  before  last  day  of  each 
month,  covering  transactions  of  preceding  month.    (T.  D.  2719;  Art.  XXjCVI.) 

The  term  "dealer  "  does  not  refer  to  or  include  a  purchaser  for  his  own  use,  unless 
such  use  is  the  manufacture  or  production  of  another  article  intended  for  sale.  (T. 
D.  2719;  Art.  XXXVII.) 

A  State  or  any  political  8ubdi\i8ion  thereof  buying  or  leasing  an  article  for  its  own 
use  is  not  a  dealer.    (T.  D.  2719;  Art.  XXXVII.) 

Wliere  manufacturer  has,  prior  to  May  9, 1917,  made  bona  fide  contract  with  dealer 
for  sale  after  tax  takes  effect  of  anv  article  upon  which  sales  tax  is  imposed,  and  such 
contract  does  not  permit  adding  of  whole  of  such  tax  to  amount  to  be  paid  under  such 
contract,  dealer  shall  pay  so  much  as  is  not  permitted  to  be  added  to  contract  price. 
(T.  D.  2719;  Art.  XXXVII.) 

A  foreign  Government  buying  or  leasing  an  article  for  its  own  use  is  not  a  dealer. 
(T.  D.  2719,  Art.  XXXVII.) 

4Section  1007  of  the  act  of  October  3,  1917,  permits  an  adjustment  of  tax  between 
manufacturer  and  dealer,  but  it  does  not  affect  the  liablity  of  the  manufacturer  to 
return  and  pay  tax  to  the  Government.    (T.  D.  2719;  Art.  XXXVII.) 

Taxes  payable  by  dealer  must  be  paid  to  manufacturer  at  time  sale  or  lease  is  con- 
summated, and  sucn  manufacturer  shall  collect  amount  of  tax  from  the  dealer  and  pa/ 
same  to  collector  of  district  in  which  his  principal  office  or  place  of  business  is 
►     located.    (T.  1).  2719;  Art.  XXXVIII.) 

Penaltiefl. 

In  addition  to  penalties  provided  by  section  1004  of  the  act  of  October  3,  1917, 
other  punishment  for  failure  to  comply  with  law  and  regulations  is  prescribed  by  sec- 
tion 3176  of  the  Revised  Statutes,  as  amended,  and  by  other  sections  of  the  internal 
revenue  laws.    (T.  D.  2719;  Art.  XL.) 

Pop. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3, 1917,  is  1  cent  for  each  gallon  of 
pep  manufactured  and  sold  by  manufacturer  of  carbonic  acid  gas  us^  in  carbonating 
same;  tax  attaches  when  person  who  manufactures  and  sells  pop  is  also  manufiic- 
turer,  producer,  or  importer  of  carbonic  acid  gas  in  its  manufacture;  such  pop  is  not 
taxable  when  manufacturer  buys  his  own  carbonic  acid  gas  and  pays  tax  of  5  cents 
per  pound.    (T.  D.  2719;  Art.  XXXII.) 

Betums. 

Each  manufacturer,  producer,  bottler,  or  importer  of  beverages  enumerated,  re- 
quired to  make  monthly  returns  under  oath,  in  duplicate,  for  district  in  which  his 
principal  place  of  business  is  located;  returns  to  be  made  on  Form  726,  and  to  be 
rendered  on  or  before  last  day  of  each  month  covering  transactions  of  preceding 
month,  first  return  to  cover  all  transactions  since  October  3, 1917;  where  articles  are 
sold  over  period  of  time  under  a^greement  for  quantity  rebate,  tax,  if  originally  com- 
puted on  gross  price,  may  be  adjusted  in  return  for  month  in  which  price  is  finsJlv 
determine ;  branch  houses  should  in  general  make  reports  to  parent  house  which 
is  liable  to  make  mondilv returns  of  sales  of  branch  houses;  itinerant  manufacturer 
should  make  return  to  collector  of  district  where  sales  are  made.  (T.  D.  2719;  Art. 
XXXIV.) 
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Betums — Continued . 

Uanulacturer  of  carboim:  aoii  gas  laast  make  mwHilf  i^toias  aider  oatii,  in 
duplicate,  «n  Form  726;  flochireturDfl  to  be  xendsEed  oa  or  iNBfore  iaet  day  of  each 
month,  covering  transactions  of  _pr6ceding  month;  first  return  to  cover  all  traa»- 
actions  since  October  3,  1917.    (T.  D.  2719;  Art.  XXXVI.) 

Manufacturer  who  has  collected  amount  of  tax  {rom  dealer  requijned  to  mako 
monthly  xetunas  under  oath  in  duplicate  on  Form  728  or  Form  726.  (T.  D.  2719; 
Art.  XXXVIII.) 

JOoot  becfT. 

Tax  inipoBed  by  section  313  (b)  of  act  of  October  3, 1M7,  is  i  cent  lor  each  gallon  of 
root  beer  manufactured  and  sold  l)y  mmmfacturer  of  carbonic  add  gw  used  in  oar- 
bonating  same;  tax  attaches  when  person  who  manufactures  and  sels  looC  beer  is 
also  manuiacturer,  producer,  or  importer  of  carl^onic  acidi^M  uaed  iaits  nuttufar- 
ture;  such  loot  beer  as  not  taxable  wiien  Tnanufactorer  \myB  his-owa  carbonic  acid 
gas  and  -pays  tax  of  5  cents  per  pound.     (T.  D.  2715;  Art.  XXXII.) 

Sarsaparilla. 

Tax  imBosed  by  section  313  (b)  oi  act  of  October  3, 1917,  is  1  centior  each  ealion  of 
sarsaporiltt  manufactured  and  sold  by  manufacturer  of  carbonic  acid  gas  used  iu  cor- 
bonating  same;  tax  attaches  when  person  who  manufactures  and  sells  sarsapanlb 
is  also  manufacturer,  producer,  or  importer  of  carbonic  acid  gas  used  in  its  manufac- 
ture; sucli  sarsaparilla  is  not  taxable  when  manufacturer  buys  his  own  carbonic 
acid  gas  and  pa>TJ  tax  of  5  cents  per  pound.    (T.  D.  2719;   Art.  XXXII.) 

Soda  w-ater. 

Tax  imposed  by  section  313  (b)  of  act  of  October  3, 1^17,  is  1  cent  for  eacii  gallon  of 
soda  water  manufactured  and  sold  by  manufacturer  of  carbonic  acid  fsfas  used  in  car- 
bonating  same;  attaches  when  person  who  manufactuws  and  eelte  soda  water  is  aifo 
manufacturer,  producer,  or  importer  of  carbonic  acid  ^^  used  in  its  manuiacture; 
such  soda  water  is  not  taxable  when  manufacturer  buys  Ms  own  carbonic  acid  ga? 
and  pays  tax  of  5  cents  per  pound.     (T.  D.  1719;  Art.  XXXli.) 

TTncarbonated  drixikB. 

The  tax  imposed  by  section  313  (b)  of  the  act  of  October  3, 1917,  is  I  cent  for  each 
eallon  of  unfermented  srape  juice,  soft  drinks,  and  artificial  naneml  vraters,  not  car- 
bonated, and  fermented  liquors  containing  leas  than  one-half  per  cent  of  alcohol,  sold 
by  the  manufacturer  in  bottles  or  other  closed  contaanere;  tax  is  none  the  lees  pay- 
able because  tax  may  have  been  paid  on  extracts  or  prepared  eirups  entering  iiito- 
manufacture  of  soft  drinks;  manufacturer  mav  be  bottler  or  proprietor  of  soda  foun- 
tain.    (T.  D.  ^19;   Art.  XXXI.) 

Bottled  noncarbonatod  fruit  juices,  somewhat  concentrated,  when  reasonably 
suitable  for  beverage  purposes  and  so  used  only  in  a  diluted  form,  are  not  of  them- 
selves soft  drinks  and  are  not  subject  to  tax  imposed  on  such  drint^  by  act  oT  Oc- 
tober 3,  1917.     (T.  D.  2932;  Oct.  7,  1919.) 

Tax  imposed  by  section  313  of  act  of  October  3,  1917.  appliea  to  bottled  noiacar- 
bonated  Miit  juices^  althoi^h  somewhat  coscentrated,  if  as  bottled  ihey  are  rea- 
sonably suitaUe  for  use  as  bevers^;^  and  are  so  used  without  addition  of  water. 
(T.  D.  2932;  Oct.  7,  1919.) 

See  *'Army  and  Navy." 

SOXXBCE  OF  INCOME. 
Beporta. 

See  *' Income  Taxes  (Corporations)'* ;  "Income  Taxes {Indi^adwate).** 

fiPANTBH  XNFI^ETSKZA. 

Narootios — B4^flllintg  proaoriptioBB. 

Article  11  of  R^ulations  No.  36,  prohibiting  refilling  of  narcotic  prescriptions, 
modified,  so  that  prescriptions  calling  for  morphine,  codeine,  or  heroin,  whidi  arc 
written  by  registered  practitionerB  for  patients  suffering  #om  Spanish  influenza  ami 
any  pulmonary  or  bronchial  affections,  may  be  refilled,  provided  that  at  tmie  of 
issuance  by  physidansinstractions  are  noted  in  %ody  of  sock  preBcrijpftioiiB,  *'  Repeat 
if  necessary/'  and  druggist  filUng  and  refilling  same  shall  note  thereon  each  and 
every  date  upon  which  such  prescription  is  refilled.    (T.  D.  2766;  Oct.  22,  1918.) 
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SPAKSXma  WINS  8. 


See  ^^Wiiies.". 

PartieulBr  taxes. 
See  specific  heads. 


SPBCIAIi  TAXES. 


8PECIFICB  FOB  DISEASES. 

See  "Medicinal  Preparations." 

SPENDIH0  VONEY. 

Income  taxes — Deduetityxis. 

So-called  ''spending  or  treating  money"  actually  advanced  by  corporations  to 
their  traveling  salesmen  t-o  be  used  by  tnem  as  part  ol  ex|>eiise  incident  to  Bellin^ 
proditct  is  allowablo  deduction,  but  deduction  is  conditioned  upon  eatisfact-cry 
showiAg  that  all  allowance  claimed  was  actually  expended  lor  and  was  an  ordinary 
and  usual  expense  incurred  in  sellijDg  the  product  or  merchandise  of  the  corpora- 
tion.   (T.  D.  2690;  art.  133.) 

SPntlTB. 

See  "Distilled  Spirits'^;  "Rectified  Spuits." 

SPOBTING  CLXTBS. 

Definition. 

Athletic  and  sporting  clubs  include  boating,  tennis,  golf,  boxing,  canoe,  fisihing, 
and  hunting  cluos  and  any  organizations  for  practice  or  promotion  of  athletics  or 
sports;  Cemmiflsioner  of  Internal  Revenue  shall  deterimiie  wkedier  a  club  or  organ- 
ization is  an  athletic  or  sporting  club  within  moming  of  section  701  of  act  of  October 
3,  1917,  upon  being  furnished  charter  or  constitution  and  by-laws  of  organization, 
statement  as  to  its  actual  activiticfi  and  practices,  and  such  other  information  as  ho 
may  deem  pertinent.    (T.  D.  2681;  Mar.  26,  1918.) 

SPOBTING  GOODS. 
Excise  tcuLea. 

Tax  imposed  by  section  ^00  (()  of  the  act  of  October  3,  1917,  is  3  per  cent  of  tho 
price  for  which  tennis  rackets,  oaseball  bats,  and  other  sporting  goods  therein  enu- 
merated are  sold  by  the  manufacturer;  sleds,  snowshoes,  skis,  and  skates  are  not 
taxed ;  parts  of  sporting  good  sand  accessories  not  enumerated  are  not  taxed  if  sold 
separately;  heads  and  ma^s  of  golf  clubs  are  net  taxed  until  combined  and  sold 
as  complete  clubs;  balls  of  all  kinds  are  taxable,  including  balls  for  putting  the 
rfiot.    (T.  D.  2719;  Art.  XVII.) 

STAMPS  AND  STAMP  TAXES. 
Alcohol. 

Each  tank  or  tank  car  will  be  regarded  as  an  original  package,  and  an  export 
stamp,  to  be  procured  by  the  shipper,  will  be  affixed  to  cacn  such  tank  or  tank  car. 
T.  D.2368;  Sept.  11,  1916.) 

Steel  drums  and  packages,  without  wooden  heads  or  lead  plates,  may  be  used  as 
containers  lor  denatured  alcohol ,  provided  that  in  case  of  speciall^r  denatured  alcohol 
one  end  of  each  such  package  is  painted  yellow,  upon  which  iMiinted  end  required 
marls  aad  brands  shall  be  eteociled  and  stamps  ainxed;  stamps  required  to  be  pro- 
tected with  coating  of  shellac  or  vamiah  unpervious  to  water;  packages  intended  to 
contain  completelv  denatured  alcc^ol  arc  to  be  painted  light-green  color;  articles 
36  aad  37  of  Reflations  No.  30  modified.     (T.  D.  2824;  Apr.  22,  1919.) 

Alien  Pxx>perty  Custodian — Conveyances  by  and  to. 

Conveyance  bv  Alien  Property  Custodian  of  realty  sold  by  him  under  authority 
of  section  12  of  tne  trading  with  the  enemy  act  of  October  6,  1917,  as  amended,  is 
not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VIII  of  the  act  of  October 
3,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 
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Alien  Property  CuBtodian — Conveyances  by  and  to — Continued. 

Transfer  to  Alien  Property  Cuetodian  of  shares  or  certificates  of  stock  in  compli- 
ance with  demand  made  by  nim  under  the  trading  with  the  enemy  act  of  Octol»^ 
6,  1917,  as  amended,  is  not  subject'to  stamp  tax  imposed  by  Schedule  A  of  Title 
VIII  of  act  of  October  3,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 

Conveyance  of  realty  to  Alien  Property  Custodian  in  compliance  with  demand 
made  by  him  under  trading  vdth  the  enemy  act  of  October  6,  1917,  as  amended,  is 
not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VIII  of  act  of  October 
3,  1917.     (T.  D.  2786;  Jan.  29,  1919.) 

Sale  by  Alien  Property  Custodian  of  shares  or  certificates  of  stock,  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6,  1917,  as  amended 
bis  agreement  so  to  sell,  and  his  transfer  of  legal  title  to  certificates  or  shares  so  told 
are  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VHI  of  the  act  of 
October  3,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 

Aliens— DedarationB  of  intention  to  become  citizens. 

Declarations  of  intention  of  aliens  to  become  citizens  of  United  States,  whether 
ori^^nals  or  duplicates,  are  not  taxable  under  act  October  22,  1914;  certified  copy  of 
declaration  for  personal  use  and  benefit  of  person  demanding  same  ie  taxable  in 
amount  of  10  cents,  stamp  to  be  furnished  by  person  applying  therefor;  duplicate 
copies  of  declarations,  to  be  furnished  by  clerk  of  court  to  Department  of  JLabor, 
are  not  taxable.     (T.  D.  2329;  April  29,  1916.) 

Articles  of  incorporation. 

Articles  of  incorporation  are  not  subject  to  stamp  tax.    (T.  D.  2599;  Doc.  3, 1917.) 

Assignment  of  insurance  policy. 

No  stamp  tax  is  imposed  upon  power  of  attorney  contained  in  transfer  by  a*«p*ign- 
ment  of  interest  in  contract  of  insurance,  if  power  of  attorney  grants  authority"  to 
do  or  perform  only  such  acts  for  or  in  behalf  of  assignor  as  arc  otherwise  vcetod  in 
the  asdignee.     (T*  D.  2599;  Dec.  3,  1917.) 

Bankers'  acceptances. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  imposed  by  Schedule  A  of 
IMtle  VIII  of  the  act  of  October  3,  1917,  attaches  to  drafts  or  checlcs  at  the  time  of 
delivery,  if  delivered  within  the  territorial  jurisdiction  of  the  United  States  and 
expressed  to  be  payable  otherwise  than  at  si^ht  or  on  demand,  but  not  to  draftri  or 
checks  not  yet  delivered  or  delivered  in  a  foreign  country  or  expressed  to  be  payable 
at  eight  or  on  demand,  is  applicable  to  bankers'  acceptances  as  defined  by  thv  to^- 
ulatious  of  the  Federal  Reserve  Board.    (T.  D.  2682;  Mar.  26,  1918.) 

Bills  of  exchange. 

The  rule  that  the  stamp  tax  on  drafts  and  checks  imposed  by  Schedule  A  of  Title 
VIII  of  the  act  of  October  3, 1917,  attaches  to  drafts  or  checks  at  the  time  of  delivery, 
if  delivered  within  the  territorial  jurisdiction  of  the  United  States  and  exprestjed 
to  be  payable  otherwise  than  at  sight  or  on  demand,  but  not  to  drafts  or  checks 
not  yet  delivered  or  delivered  in  a  foreign  country  or  expressed  to  be  payable  at 
eight  or  on  demand,  is  applicable  to  ordinary  bills  of  exchange.  (T.  D.  2682:  Mar. 
26,  1918.) 

Bonds. 

Bonds  given  under  sections  3459  and  3460,  Revised  Statutes,  and  forwarded  to 
United  States  attorney  in  connection  with  seizures  of  goods  for  violation  of  internal 
revenue  laws,  are  exempt  from  stamp  tax,  as  being  required  in  legal  proceedioei*. 
(T.  D.  2328;  Apr.  29,  1916.) 

Bonds  given  to  a  State,  township,  county,  or  village,  covering  contracts  for  gov- 
ernmental purposes  or  the  protection  of  the  State,  t-ownship,  county,  village,  or 
municipality  are  free  from  stamp  tax.     (T.  D.  2599;  Dec.  3,  1917.) 

Bonds  given  by  oflScials  of  a  State,  township,  county,  or  village  for  the  faithful 
performance  of  duties  are  not  subject  to  stamp  tax.     (T.  D.  2624;  Dec.  14, 1917.) 

Indemnity  or  surety  bonds  given  by  trustees  in  bankruptcy  for  purpose  of  quali- 
fying as  such  are  bonds  required  in  legal  proceedings,  and  therefore  exempt  from 
taxation  under  Schedule  A,  act  of  October  3,  1917,    (T.  D.  2647;  Feb.  2,  1918.) 

Instrument  under  seal  conditioned  in  penal  amount  for  payment  of  sum  of  money, 
such  as  often  accompanies  mortgages,  is  bond  within  meaning  of  Schedule  A  of 
Title  VIII  of  the  act  of  October  3,  1917.    (T.  D.  2713;  May  14,  1918.) 
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B  onda— Con  tinned . 

Instruments  containing  essential  features  of  promissory  note  but  issued  by  cor- 
porations in  numbers,  under  trust  indenture,  either  in  registered  form  or  with  cou- 
pons attached,  embodying  provisions  for  acceleration  of  maturity  in  event  of  de- 
fault by  obligor,  for  optional  registration  in  case  of  bearer  bonds,  for  authentication 
by  trustee  and  sometimes  for  redemption  before  maturity,  or  similar  provisionB,  aro 
bonds  within  meaning  of  Schedule  A  cf  Title  VIII  of  act  of  October  3, 1917,  whether 
called  bonds,  debentures,  or  notes.     (T.  D.  2713;  May  14,  1918.) 

Stamp  tax  imposed  on  indenmity  and  surety  bonds  by  paragraph  2  of  Schedule  A, 
Title  VllI,  act  of  October  3, 1917,  applies  to  indemnity  bonds  made  to  the  Govern- 
ment to  secure  issuance  of  duplicate  checks  for  allotment  and  allowance  or  other 
benefits  under  the  act  of  October  6, 1917.    (T.  D.  2795;  Feb.  26, 1919.) 

Premiums  on  indemnity  or  surety  bonds  executed  prior  to  December  1,  1917, 
are  not  the  subject  of  stamp  tax  when  premiums  due  and  payable  subsequent  to 
December  1.  1917,  are  not  essential  to  continuance  in  force  of  such  bonds;  where 
bonds  issued  prior  to  December  1,  1917,  are  continued  in  force  after  December  1, 
1917,  by  the  execution  of  continuation  certificates  the  tax  applies  to  the  premium 
charged  for  the  issuance  of  such  certificates.    (T.  D.  2782;  Dec.  24,  1918.) 

Bonds  of  a  private  corporation,  delivered  by  it  to  the  United  States  Housing 
Corporation  as  collateral  security  for  a  loan  to  aid  the  borrower  in  performing  its 
contract  with  the  United  Stated  Housing  Corporation,  are  subject  to  stamp  tax. 
(T.  D.  2782;  Dec.  24,  1918.) 

Capital  stock— Issue. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
certificates  representing  stock  never  before  issued,  no  matter  when  authorized. 
(T.  D.  2752;  Aug.  14,  1918.) 

Where  corporation  issues  preferred  stock  in  place  of  common,  or  one  kind  of  pre- 
ferred stock  m  place  of  another  kind  of  preferred  stock,  or  stock  without  par  value 
in  i}lace  of  stock  with  par  value,  tax  imposed  by  act  October  3,  1917,  on  issue  of 
capital  stock  applies,  even  though  total  outstanding  stock  is  not  thereby  increased. 
(T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock,  does  not  apply  to 
issue  of  voting-trust  certificates,  representing  stock  certificates  already  issued,  nor 
to  mere  issue  of  new  certificates  in  place  of  old  certificates  for  stock  previously  out- 
standing.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  applies  to  issue  of 
certificates  of  shares  in  so-called  Massachusetts  trusts  and  other  unincorporated 
associations.     (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3.  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
stock  of  either  corporation  in  addition  to  already  existing  stock  upon  meiger  of  trust 
companies  under  sections  487-496  of  New  York  Banking  Law,  out  such  tax  does 
not  attach  to  substitution  of  new  certificates  for  certificates  representing  old  stock  of 
merging  corporation.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
preferred  and  common  stock,  whether  or  not  exchanged  for  old  stock,  upon  reorgan- 
ization of  corporation  under  section  24  of  the  New  York  Stock  Corporation  Law  for 
purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is  inappU- 
cabie  to  surrender  of  old  stock  in  excJiange  for  new  stock  pursuant  to  such  reoi^gani- 
ssation.    (T.  D.  2752;  Aug.  14,  1918.) 

Issue  of  stock  by  a' consolidated  corporation,  in  exchange  for  stock  of  the  consol- 
idating corporations,  is  a  taxable  original  issue  under  act  October  3,  1917.  (T.  D. 
2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  is  measured,  not  by 
amount  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value  in  the  case  of  shares 
having  a  face  or  par  value,  and  by  the  actual  value  determined  by  the  market  price 
or  otherwise  in  case  of  shares  having  no  face  or  par  value  but  an  actual  value  in  excess 
of  1100  a  share.    (T.  D.  2752;  Aug.  14,  1918.) 

• Sales  or  transfers. 

Tax  imposed  by  act  October  3,  1917.  on  transfer  of  capital  stock  is  measured,  not 
by  amount  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value  in  the  case  of 
shares  having  a  face  or  par  value,  and  by  the  actual  value  determined  by  the  mar- 
ket price  (ur  otherwise  in  case  of  shares  naving  no  .face  or  par  value  but  an  actual 
value  in  excess  of  $100  a  share.    (T.  D.  2752;  Aug.  14,  1918.) 
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Capital  stock — Continued. 

Sales  or  transfeis — Continued. 

Tax  imposed  by  act  October  3,  1^17,  on  tiunafer  of  capital  stock  does  no*  apply 
to  transfer  of  ''rights''  to  subscribe  for  stock,  prior  to  exercise  of  the  right,  and 
actual  subscription.     (T.  D.  2752;  Ai^g.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  attaches  to  sales 
or  transfers  of  stock,  whether  or  not  represented  by  certificates.  (T.  D.  2752;  Aufj. 
14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  capital  stock,  does  not  apply 
to  surrender  of  certificates  in  exchange  for  other  certificates  representing  same  or 
new  stock,  provided  they  are  issued  to  same  holder,  nor  does  it  apply  to  surrender 
of  stock  certificates  for  retirement  and  redemption  for  cseh ;  if,  howeyer,  corporation 
buys  some  of  its  own  stock  and  transfers  it  to  itself,  whether  or  not  it  intends  erentu- 
ally  to  cancel  it,  transfer  is  subject  to  tax.    (T.  D.  2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock,  applies  to  transier 
of  stock  to  or  from  voting  trustees  or  other  trustees,  to  transfer  of  votrng-tmat  certifi- 
cates, to  tmnsferof  shares  in  so-called  Massachusetts  trusts  and  other  unincorporated 
associations,  to  transfer  of  right  to  receive  a  stock  di\ddend  already  declared,  and 
to  transfer  of  interest  of  a  snoscnber  for  8.tock,  however  such  interest  xnay  be  evi- 
denced or  conditioned  upon  further  payments.    (T.  D.  2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3, 1917,  on  issue  of  capital  stock  attaches  to  issue  o? 
preferred  and  common  stock,  whether  or  not  exchanged  for  old  stock,  upon  reorgan- 
ization of  corporation  under  section  24  of  the  New  York  stock  corporation  law  for 
purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  ia  inappli- 
cable to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such  reorgan- 
ization.    (T.  D.  2752;  Aug.  14,  1918.) 

Tai  imposed  by  act  October  3,  1917,  on  transfers  of  stock,  does  not  attach  to  ex- 
change of  stock  certificates  of  merged  corporation  for  stock  certificates  of  meipng 
corporation  at  the  time  and  oa  part  of  the  merger  of  trust  companies  imder  sections 
487-456  of  the  New  York  banking  law,  nor  to  substitution  ot  new  certificates  for 
certificates  representing  old  stock  of  the  merging  corporation.  (T.  D.  2752;  Aug. 
14,  1918.) 

Where,  as  under  section  15  of  the  Now  York  stock  corporation  law,  providing 
for  meiger  of  ordinary  corporations,  acquisition  of  stock  of  corporation  to  be  meijjed 
is  concntion  precedent  to  merger,  transfer  of  such  stock  to  merging  corporation 

f trior  to  actual  merger  is  taxable  under  act  October  3, 1917.     (T.  D.  2752;  Aug.  14, 
918.) 

Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stock  of  the 
consolidated  corporation,  is  not  taxable  transfer  under  act  October  3, 1917.  (T.  D. 
2752;  Aug.  14,  1918.) 

Certificates  of  deposit. 

Certificates  of  deposit  are  not  taxed  bv  Schedule  A  of  Title  VIII  of  the  act  of 
October  3,  1917.     (T.  D.  2713;  May  14,  1918.) 

Certificates  of  indebtedness. 

A  certificate  of  indebtedness  is  ordinarily  any  instrument  acknowledging  liability 
for  payment  of  money  not  in  roco^zed  form  o)  promissory  note  or  bill  of  exchange. 
(T.  D.  2713;  May  14, 1918.) 

Charters,  application  for. 

Applications  for  issuance  of  corporate  charters  are  not  subject  to  stamp  tax. 
(T.  D.  2599;  Dec.  3,  1917.) 

Checks. 

The  stamp  tax  on  checks  imposed  by  Schedule  A  of  Title  VIII  of  the  act  of  Octo- 
ber 3, 1917,  attaches  to  checks  at  the  time  of  delivery,  if  delivered  within  the  terri- 
torial jurisdiction  of  the  United  States  and  expressed  to  be  payable  otherwise  than 
at  sight  or  on  demand,  but  not  to  checks  not  yet  delivered  or  delivered  in  a  foreign 
country  or  expressed  to  be  payable  at  sight  or  on  demand.  (T.  D.  2682;  Mar.  26, 
1918.) 

Cocktails. 

Cocktails  prepared  on  premises  where  they  are  consimied  and  not  exposed  for 
sale  need  not  be  labeled  or  st&mped.     (T.  D.  2387;  Oct.  30,  1916.) 
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Contracts. 

CoBtiacfts  lor  ike  perfocnift&ce  of  servicfie  arc  net  Bubjeet  to  Btamp  tax.  {T.  D. 
25»9;  IXec,  3,  1917.) 

Cantcsct  lor  saile  of  real  eBt»t<^,  ntfdciDfi:  provifiion  for  fature  delivery  by  deed,  is 
ActtflubjecttostaiBiptax.     (T.  D.  2599;  l>ec.  3,  1917.) 

Stamp  tax  does  not  applv  to  contract  or  agreement  by  corporation  to  issue  stock. 
(T.  D.  2599;  Dae.  3,  1*917.)' 

OoFdaato-Bar  bottias. 

Jug  of  cordial  whicli  retailor  keeps  beueatli  his  counter,  not  exposed  to  view,  and 
!from  which  he  fills  bar  bottles,  should  have  proper  stamps  affixed  at  each  refilfing 
for  use  and  sale,  but  any  bar  bottles  filled  tiwTefrom  need  not  be  stamped,  jfr.  D. 
2352;  July  27,  1916.) 

CottoEi  futures.  ^ 

Contracts  61  sale  of  cotton  for  futnre  delivery  made  on  any  exchange,  board  of 
trade,  or  simflar  institution  or  place  of  business,  is  taxed  at  the  rate  of  $0.02  lor  each 
pound  of  cotton  involved  (to  be  paid  by  stamp) ;  tax  not  to  be  levied  on  contracts 
complying ^rith  conditions  prescribed.     (T.  D.  2558;  Oct.  26,  1917.) 

Date  Jtct  efEeetive. 

Title  VIII,  Schedule  A,  act  of  October  3,  1917,  effective  on  and  after  December 
1, 1917.     (T.  D.  2543;  Oct.  1-9,  1917.) 

Diebentiires. 

The  term  "debentwe"  ©rdinarilv,  a*tlHnigh  not  neoessaniv,  refers  to  an  unse- 
cured bond.    (T.  D.  2713;  May  14,  1^18.) 

The  tax  stamp  of  face  value  corresponding  with  amount  representing  vendor's 
equity  conveyed,  should  be  attached  on  instrument  conveying  real  estate;  where 
exc^Bce  of  equai  ^qmties  in  real  estate  is  made  between  two  persons,  tax  stamps 
should  %e  attached  to  -each  of  the  two  deeds,  cowesponding  with  amount  of  each 
equity  exchanged;  in  determining  amount  of  incumbrance  upon  realty  being 
transferred  no  conefidemtaon  is  to  b«  given  to  new  incumfemnces  placed  upon  same 
at  time  <rf,  or  after,  the  sale;  only  incombranoes  whkfc  rest  on  the  propertv  beforo 
sale  8aid  whicjh  are  not  removed  by  the  srie  arc  to  be  coofiidered.  t^.  "D.  2599; 
Dec.  S,  1917.) 

Delivery  of  staxopa  to  taxpayer. 

Internal  revenue  stamps  ehould  be  delivered  by  coHectore  directly  to  taxpayer 
or  hifl  representatiTe,  exc^t  only  in  <«8e8  w^iere  law  or  regulatdons  ex^essly  pro- 
vide odierwise;  etanrps  rfhcmld  not.  be  delr\'ered  to  a  gauging  officer  or  other  person 
•employed  in  or  connected  with  tlKJ  Intemal-Bevemie  Servdoe;  where  applicant 
requests  that  stamps  be  forwarded  by  mail  or  express,  collectore  abeoivod  from 
irespoaaniibalBty  upon  complyiTig  with  «upping  instructicma;  in^naction  as  applica- 
ble to  deliveries  «f  ^aatps  by  stamp  deputies.    (T.  D.  2504;  June  22,  1917.) 

DMitiUed  .i^wxita. 

Instruction  with  reference  to  omission  of  stamps  from  head  -of  package  and  refcr- 
e&cee  tho^eto  6?«im  marke;  canceling  stencil  of  gauging  officer  to  be  appticd  to 
hBsA.    (T.  D.  2548,  2569;  Oct.  4,  1917.) 

Metal  packages  for  containing  nonbeverage  distilled  spirits  for  dOTaestic  use  are 
net  reqiured  to  be  equipped  with  wooden  wirfaces  for  receivii^  the  marks,  brands, 
aod  fltamps,  provideJl  stamps  are  securely  attached  t©  metal  head  by  imper\'iou8 
paste  and  protected  by  coating  of  vamieh,  and  provided  that  marks  are  etenc^d 
-on  heads  by  use  of  permanent  «tend:ling  material.    <T.  D.  2894;  July  21,  191D.) 

Metal  packages  for  containing  distilled  spirits  for  export  not  required  to  be 
equipped  witii  wooden  surfaces  lor  receiving  the  marks,  mund«,  i»d  stamps,  pro- 
vided stamps  are  securely  attached  to  metfll  head  by  impervious  paste  and  protected 
by  coating  of  vairaiflh,  and  provided  the  lojinred  marks  are  stenciled  on  the  heads 
by  use  o(  perjaanent  etencUing  matenal.    (T.  D.  2822;  Apr.  19, 1919.) 
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Drafts. 

Ordinary  sight  draft  with  bill  of  ladins  attached  is  not  taxable,  but  draft  ex- 

Eressed  to  be  payable  at  sight  "on  arrival  of  car/'  or  containing  oiemoranoxim  to 
old  until  arrival  of  car,  is;  sight  draft  accompanied  by  instructions  outside  the 
instrument,  as  "Do  not  present  imtil  arrival  of  car/'  or  some  such  memorandum,  is 
not  toxable.     (T.  D.  2682;  Mar.  26,  1918.) 

The  rule  that  a  taxable  draft  or  check  becomes  subject  to  the  tax  imposed  bv 
Schedule  A,  of  Title  VllI,  of  the  act  of  October  3,  1917.  if  delivered  within  the 
territorial  jurisdiction  of  the  United  States,  means  that  tne  tax  does  not  attach  to 
a  draft  drawn  and  accepted  here,  but  delivered  abroad,  whether  before  or  after 
acceptance,  but  does  attach  to  a  draft  delivered  here,  whether  before  or  after  accept- 
ance, although  drawn  and  accepted  abroad;  in  general,  a  draft  sent  through  the 
mail  is  delivered  when  and  where  deposited  in  the  mail  addressed  to  the  payee  or 
the  indorsee  from  the  drawer.    (T.  D.  2682;  Mar.  26,  1918.) 

If  a  draft  drawn  abroad,  on  a  foreign  drawee,  with  a  foreign  pa^ee,  passes  through 
a  bank  here  in  the  course  of  collection,  no  tax  is  payable  unless  it  should  be  deliv- 
ered by  an  agent  of  the  drawer  to  an  agent  of  the  payee  within  the  United  States. 
(T.  D.  2682;  Mar.  26.  1918.) 

Because  of  the  constitutional  restriction  that  no  tax  or  duty  shall  be  laid  on 
articles  exported  from  any  State,  drafts  with  bills  of  lading  attacned  covering  goods 
in  course  of  exportation  are  not  subject  to  the  tax.    (T.  D.  2682;  Mar.  26,  1918.) 

A  sight  draft  accepted  and  paid  for  the  drawee  by  the  collecting  bank,  which 
holds  it  and  charges  interest  until  the  drawee  takes  it  up,  is  not  taxable.  (T.  D. 
2682;  Mar.  26,  1918.) 

The  stamp  tax  on  drafts  imposed  by  Schedule  A,  of  Title  VIII,  of  the  act  of  Octo- 
ber 3,  1917,  attaches  to  drafts  at  the  time  of  delivery,  if  delivered  within  the  terri- 
torial jurisdiction  of  the  United  States  and  expressed  to  be  payable  otherwise  than 
at  sight  or  on  demand,  but  not  to  drafts  not  yet  delivered  or  delivered  in  a  foreign 
country  or  expressed  to  be  payable  at  sight  or  on  demand.  (T.  D.  2682;  Mar.  26, 
1918.) 

The  general  rule  that  a  taxable  draft  becomes  subject  to  the  tax  concurrently 
with  its  delivery  means  that  the  tax  attaches,  not  when  it  is  signed  by  the  drawer 
or  presented  to  the  drawee  for  acceptance,  or  accepted  by  him,  but  when  it  is  deliv- 
ered to  the  payee,  if  drawn  on  a  third  person,  or  negotiated  by  the  drawer,  if  drawn 
to  his  order,  whether  such  delivery  or  negotiation  takes  place  before  or  after  accept- 
ance; if  draft  was  drawn  and  accepted  before  passf^  of^act  of  October  3,  1917,  but 
not  delivered  or  negotiated  until  afterwards,  tax  is  payable;  if  draft  is  presented 
to  drawee  for  acceptance  and  discounted  by  him,  stamps  must  be  first  affix«d  by 
drawer.     (T.  D.  2682;  Mar.  26,  1918.) 

Payee  or  indorsee  from  drawer  must  see  to  it  that  drawer  pays  tax  before  delivery; 
the  word  * '  accept "  is  used  in  section  802  of  the  act  in  the  general  sense  of ' '  receive,  '* 
not  in  the  special  sense  peculiar  to  drafts;  no  drawee  accepting  an  unstamped, 
undelivered  draft  would  violate  the  law,  but  if  the  draft  has  already  become  taxable 
because  of  a  prioi:  delivery,  acceptor  must  be  sure  that  stamps  are  affixed.  (T.  D. 
2682;  Mar.  26,  1918.) 

A  draft  might  be  drawn  stating  no  time  for  pavment,  which  would  class  it  as  a 
sight  draft,  and  be  accepted  at  90  days  which  would  change  its  nature;  if  negotiated 
or  delivered  before  acceptance  holaer  would  be  obliged  to  stamp  thereon  accept- 
ance in  default  of  which  both  he  and  acceptor  would  be  liable  for  statutory  penalty. 
(T.  D.  2682;  Mar.  26,  1918.) 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October  3, 
1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and 
although  time  drafts  covering  shipments  to  the  Virgin  Islands,  the  Philippine 
Islands  and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles  shipped 
to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or  Porto  Kico 
must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modified.  (T.  D. 
2782;Dec.  24,  1918.) 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3,  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not 
otherwise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of 
the  United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territorv  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  llico,  whether  covering  shipments  or  not.  (T.  D.  2795; 
Feb.  26,  1919.) 
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Exchange  of  property. 

Wiere  exchange  of  equal  equities  in  real  estate  is  made,  tax  stamp  should  be 
attached  to  each  of  the  two  deeds  corresponding  wit^  the  amount  of  each  equity 
exchanged.    (T.  D.  2599;  Dec.  3,  1917.) 

Fermented  liquors. 

Form  7,  as  revised,  required  to  be  used  to  exclusion  of  all  former  editions  on  and 
after  July  1, 1917,  at  which  date  all  forms  of  former  edition  reauired  to  be  destroyed; 
revised  Form  7  reauired  to  be  filed  in  check-size  drawers  behind  guide  cards  bear- 
ing name  of  each  orewer,  forming  original  record  of  orders  for  stamps,  and  taking 
place  of  record  19;  two  sets  of  guides  to  be  used,  providing  current  and  closed  file. 
(T.  D.  2471;  Apr.  2,  1917.) 

Income  taxes— Deduction  of  stamp  taxes. 

Stamp  taxes  imposed  by  internal  revenue  laws  and  paid  to  collectors,  are  deduc- 
tible as  taxes  impo8e<l  under  authority  of  United  Statea,  provided  tney  are  not 
added  to  and  made  a  part  of  the  cost  of  articles  of  merchandise,  with  respect  to  which 
they  are  paid,  in  which  case  they  will  be  reflected  in  cost  of  merchandise  and  can 
not  be  separately  deducted.     (T.  D.  2690;  art.  195.)    ' 

Incunabrances. 

•  In  determining  the  amount  of  incumbrances  on  real  estate  being  transferred,  no 
consideration  is  to  be  given  to  new  incumbrances  placed  upon  same  at  the  time  of 
sale;  only  incumbrances  which  rested  upon  the  property  before  the  sale  and  which 
were  not  removed  by  the  sale  are  to  be  deducted  from  the  consideration  in  com- 
puting the  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

Insurance. 

Policy-loan  and  premium  extension  agreements  are  not  promissory  notes  as  con- 
templated by  the  act  of  October  3,  1917,  and  therefore  are  not  liable  to  stamp  tax. 
(T.  D.  2599;  Dec.  3,  1917.) 

Policies  of  guara^ity  and  fidelity  insurance,  including  policies  guaranteeing  titles 
to  real  estate  and  mortgage  guaranty  policies,  are  subject  to  stamp  tax  on  bonds 
imposed  by  subdivision  2  of  Schedule  A,  of  Title  VIII,  of  the  act  of  October  3, 1917, 
and  not  to  the  tax  on  insurance  imposed  by  section  504  (c)  of  that  act.  (T.  D.  2704; 
Apr.  23,  1918.) 

Merely  incidental  profit  earned  by  way  of  interest  on  its  invested  safety  funds  or 
on  its  bank  balance  does  not  change  purely  mutual  character  of  company  or  indicate 
that  itfi  business,  though  thus  earning  a  profit,  is  ''carried  on  for  profit,''  so  as  to 
require  the  stamping  of  policies  under  act  October  22,  1914.  (T.  D.  2743;  July  2, 
1918.    Ct.  Dec.) 

Purely  cooperative  or  mutual  fire  insurance  companies  or  associations  carried  on 
by  members  thereof  solely  for  protection  of  their  own  property  and  not  for  profit, 
life  insurance,  personal  accident  insurance,  health  insurance,  workmen's  compensa- 
tion insurance,  carried  on  by  members  solely  for  their  own  protection  and  not  for 
profit,  represent  the  only  insurance  exempt  under  act  October  22,  1914;  hail  insiu*- 
ance  does  not  fall  within  such  exemption.     (T.  D.  2318;  Apr.  5,  191G.) 

Leases. 

Tax  stamps  are  not  required  to  be  attached  to  leases.    (T.  D.  2599;  Dec.  3,  1917.) 

Loans. 

Policy-loan  and  premium-extension  agreements  are  not  promissory  notes  as 
contemplated  by  the  act  of  October  3,  1917,  and  therefore  arc  not  liable  to  stamp 
tax;  neither  security  agreements  signed  by  prospective  borrower  of  bank,  empower- 
ing bank  to  apply  any  securitiefl,  money,  or  otner  property  of  the  prospective  bor- 
rower in  the  hands  oi  the  bank  to  satisfy  the  debt,  nor  the  form  of  application  for 
the  loan,  is  subject  to  the  stamp  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

Mixed  flour — Cancellation  of  stamps. 

Tax-paid  stamps  on  mixed  flour  may  be  canceled  by  perforation  by  manufacturer 
at  his  option,  provided  fstctory  number,  district,  and  State,  and  name  of  person  by 
whom  or  for  whom  canceled,  or  suitable  abbreviation  thereof,  together  with  date 
affixed  and  canceled,  Are  shown  by  this  means,  and  letters  or  numerals  employed 

-  in  perforation  are  plain  and  legible.    (T.  D.  2761;  Oct.  10,  1918.) 
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Naturalization  certificates. 

Oortificatos^f  satumLuBatioA  or  dupiicatoB  lJi«»Df  not  safaject  to  tax  umdet  act  of 
Octolyer  22, 1914;  certified  oppy  of  certificttte  ior  pecBooal  use  and  beaefit  <rf  fwnon 
demanding  same  is  taxable  in  amount  of  10  cenis,  stamp  to  he  fuxnished  hj  penon 
applying  for  certificate;  duplicate  copies  of  certificates,  to  be  furnished  by  clerk  of 
court  to  Department  of  Labor,  are  not  taxable.    (T.  D.  2329;  Apr.  29,  1916.) 

Official  bonds. 

Bonds  given  by  officials  of  a  State,  township,  county',  or  village  lor  the  fsithfu! 
performance  of  duties  are  not  siibject  to  stamp  tax.    (T.  D.  2024;  Dec.  14,  1917.) 

Oleomargarine. 

Manufacturers  permitted  to  ujc  as  original  containers  for  packing  oleomargarine 
paper  or  fiber  boxes,  provided  boxes  are  durable  aad  of  suhstfuotial  -chanKrler; 
provisions  of  existing  regulations  goveriux^  markiug  and  bziuidiBs  and  affixing 
and  canceling  of  tax-paid  stamps  declared  applicable  to  original  pado^es  of  paper 
or  fiber,  except  that  such  stamps  may  be  affixed  by  paste  or  glue,  ^without  aodi- 
tlon  of  tacks,  staples,  or  brads,  and  wiUioat  using  Celiac  ac  other  waterproofing 
material  to  cover  the  stamps;  such  or^nal  containers  to  be  -of  euch  texture  as 
will  meet  requirements  for  transportation  of  common  carriers  under  existing  claaed- 
fications;  manufacturers  and  wholesalers  permitted  to  sell  only  in  on^inal  packages, 
:ind  retadeiB  must  seU  only  from  original  stamped  packi^e  in  43uantities  not  exc^^i- 
ing  10  poimds  aad  shall  pac^  oleomargarine  sold  by  them  in  suitaUe  wood  or  p^per 
retail  packages  pr^edy  marked  ana  branded;  par.  1,  page  44,  Rc^rulations  No. 
9,  amended.    (T.  D.  2764;  Oct.  21,  1918.    T.  D.  2774;  Nov.  19,  1918.) 

Parcel-post  packages. 

Parcel-post  packages  mailed  in  this  country  to  Porto  Rico  and  such  packages 
mailed  in  Porto  Rico  to  other  points  therein  are  &at  subject  to  stamp  tax.  T.  D. 
2599;  Dec,  3,  1917.) 

Passage  tickets. 

Passage  tickets  issued  to  United  States  Government  and  foreign  Government 
officials,  employees,  and  military  and  na^'al  forces,  as  well  as  officialB  of  States  and 
their  political  subdi^dsions,  traveling  in  course  of  duty  on  vessels  operated  pri\utely 
or  by  any  Government,  are  not  subject  to  stamp  tax  imposed  by  Bubdi\ision  10  of 
Schedule  A,  section  807,  of  act  of  October  3,  1917;  passage  tickete  iaaued  to  priTat? 
individuals  traveling  on  vessels  operated  privately  or  bv  any  Government  -are 
taxable.    (T.  D.  2676;  Mar.  18,  1918.) 

Stamp  tax  provided  for  by  subdivision  10  of  Schedule  A,  section  807  of  act  of 
October  3,  1917,  is  imposed  on  cost  of  a  one-way  or  round-trip  ticket  for  each  ftts- 
Bcnger  sold  or  issued  in  United  States  for  passage  by  any  vessel  from  port  in  United 
States,  Canada,  or  Mexico,  to  port  or  place  not  m  United  States,  Canada,  or  Mexico, 
provided  cost  of  vessel's  proportion  exceeds  $10"  if  passage  be  paid  on  through,  one- 
•way,  or  round-trip  ticket,  invohdng  transportation  partly  by  rail  and  pwlly  by 
water,  tax  applies  to  that  proportion  of  amount  paid  which  accrues  to  •N'^jssel;  table 
showing  vessel '  s  proportion  of  selling  price  of  each  ticket .     (T .  D .  2676 ;  Mar.  18 ,  1918. ) 

Taxes  on  passage  tickets  must  be  paid  in  adhesive  internal-revenue  stampw,  to 
be  furnished  by  purchasers;  such  stamps  must  be  affixed  to  the  portion  of  the  tidket 
or  on  the  (Mrder,  covering  the  vessel  passage,  and  "the  person,  corporation,  partner- 
ship, or  association  using  or  affixing  the  same  shall  write  or  stamp  or  cause  to  b? 
written  or  stamped  thereupon  the  initials  of  his  or  its  name  and  the  date  upon 
which  the  same  is  attached  or  used."    (T.  D.  2676;  Mar.  18,  1918.) 

Passage  tickets  sold  in  United  States  from  Hon|^kong  to  Vancouver,  sot  sold 
as  part  of  round-trip  or  throi^h  ticket  from  a  port  in  the  United  Stales,  Ganada, 
or  Mexico,  are  not  subject  to  stamp  tax  imposea  by  section  807,  Sdiedule  A,  para- 
graph 10,  act  of  Octobers,  1917.     (T.  D.  2795;  Feb.  26,  1919.) 

Playing  cards. 

Manufacturers  and  importers  of  playing  cards  reciaired  to  render  sworn  inventory. 
in  duplicate,  on  or  before  October  31,  1917,  showing  number  of  packs  d  caids  and 
number  of  stamps;  on  October  31, 1917,  or  IX)  days  thereafter,  return  covering  period 
October  4  to  31  required,  which  return  must  be  rendered  for  each  subse^ient  month 
on  last  day  thereof,  or  on  or  before  10th  day  of  succeedii^  month,  until  sfipply  of 
stamps  at  old  rate  is  exhausted;  verification  of  inventonas  and  retiuas.  <T.  D. 
2538;  Oct.  10,  1917.) 
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Flaying  cards — Continued. 

Additional  tax  imposed  by  Titie  VIII,  Schedule  A,  act  of  October  3^  1917,  does 
uot  apply  to  cards  manufactured  and  removed  tax  paid  prior  to  October  4,  in  hands 
of  jobbeiB  and  retail  dealers,  xmless  paclra  to  ivhicn  stamps  arc  affixed  have  been 
broten  and  cards  repacked  in  new  cases,  in  which  event  dealer  so  paddng  sjme 
would  be  liable  to  tax  as  in  case  of  original  manufacturer,  under  provisions  of  T.  D. 
1100.    (T.D.2538;Oct.  10, 1»17.    T.  D.  2543;  Oct.  19, 1917.) 

Additional  tax  upon  playing  cards  became  effective  on  and  after  October  4, 1917, 
but  such  tax  attaches  only  to  playing  cards  manufactured  or  imported  and  sold  or 
removed  for  sale  on  and  after  that  date  and  is  to  be  paid  by  the  mgnufacturerff  or 
importers;  tax  does  not  apply  to  tax  paid  stocks  inliands  of  idtolesale  or  retail 
dealers  who  may  sell  all  cards  tax  paid  at  2  cents  under  act  of  August  28,  1894, 
which  they  had  on  hand  on  October  4,  1917,  without  incurring  liability  to  addi- 
tional tax.    (T.  D.  2543;  Oct-  19,  1917.) 

Power  of  ftttomej. 

No  stamp  tax  is  imposed  upon  power  of  attorney  contained  in  transfer  by  assij^n- 
mcnt  of  interest  in  contract  of  insurance,  if  power  of  attorney  grants  authority 
to  do  or  perform  only  such  acts  for  or  in  behalf  of  assignor  as  are  otherwise  vested 
in  the  assignee.    (T.  D.  2599;  Dec.  3, 1917.) 

Promiasory  notes. 

Policy -loan  and  premium-extension  agreements  are  not  promissory'  notes  tt^  con- 
templated by  the  act  of  October  3, 1917,  and  therefore  are  not  liable  to  stamp  tax. 
(T.  6. 2599;  Dec.  3, 1917.) 

Promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  any  bonds  or  obligations  of  United  States,  issued  after  April  24,  1917,  and 
all  promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  ani|  secured  by 
pledge  of  promissory  note  which  itself  is  secured  by  pledge  of  United  States  bonds 
or  obligations  issued  after  April  24,  1917,  are  exempt  from  stamp  tax  imposed  by 
section  301  of  the  act  of  April  5?  19^8;  bonds  herein  mentionea  include  liberty 
bonds;  exemption  applies  only  where  par  value  of  bonds  or  obligations  pledged  shall 
equal  amount  of  promissory  note.    (T.  D.  2701;  Apr.  16,  1918.) 

Instrumefit  not  usbder  seal  containing  flimple  promise  to  pay  sum  of  money  at 
specified  time,  such  as  is  common  in  everyday  commercial  use,  is  piromissory  note 
within  meaning  of  Schedule  A  of  Titie  VIII  of  the  act  of  October  3,  1917.  (T.  D. 
2713;  May  14,  1918.) 

Short-term  iBstnsment,  although  isenied  by  corpomtion  under  trust  indenture, 
may  be  regarded  as  a  note  if  eveiy  iastrament  of  such  issue  both  (a)  is  payable  to 
beeurer  and  incapable  of  registration,  and  {b)  lacks  interest  coupons  and  so  requires 
presentation  upon  each  payment  of  interest.     (T.  D.  2713;  May  14, 1918.) 

Failure  to  stamp  promissoiy  notes,  which  are  subject  to  stamp  tax  under  sub- 
division 6  of  Schedule  A,  Title  VIII,  act  of  October  3,  1917,  renders  maker  and 
acceptor  of  such  notes  sepamtelv  liable  under  section  802(  a)  of  the  act.  (T.  D.  2795; 
Feb.  26,  1919.) 

Sales  for  future  delivery  -Affixing  ejid  canceling:  stamps. 

Stamy>s  in  value  equal  to  amount  of  tax  on  sales  must  be  affixed  to  memorandum 
or  other  evidence  of  sale  or  agreement  to  sell;  clearing  house,  acting  as  agent,  re- 
quired to  make  returns  showing  stamps  affixed  and  anceled;  manner  of  canceliug 
stamps  stated.    (T.  D.  2608;  Nov.  30, 1917.) 

Cotton. 

Contract  of  ealc  of  cotton  for  future  delivery  made  on  any  exchange,  board  of 
trade,  or  similar  institution  or  place  of  Inisiness,  is  taxed  at  the  rate  of  $0.02  for 
each  pound  of  cotton  involved  (to  be  paid  bv  stamp);  tax  not  to  be  levied  on  con- 
tracts complying  with  conditions  prescribedr    (T.  D.  2558;  Oct.  26,  1917."> 

Bxempt  transactions. 

No  tax  is  imposed  on  cash  sales  of  produce  or  merchandise  for  immediate  or 
prompt  delivery  which  in  good  faith  arc  actually  intended  to  be  delivered;  sellers 
of  produce,  etc.,  may  transfer  contracts  to  clearing-house  association  and  such 
transfer  shall  not  be  aeemed  to  be  a  sale  or  agreement  of  sale,  provided  it  does  not 
vest  beneficial  interest  in  such  association  and  is  made  only  to  enable  sudi  associa- 
tion to  adjust  accounts  of  its  members;  no  by-law  or  custom  of  any  exchange  or 
similar  institution,  inconsistent  with  the  act  of  October  3,  1917,  or  any  regulations 
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Sales  for  future  delivery — ContiDued. 

Exempt  transactiozifl — Continued. 

thereunder,  nor  any  collateral  agreement  inconsistent  with  such  act  or  regulations 
thereunder  shall  exempt  any  person  from  payment  of  tax.  (T.  D.  2608;  Nov.  30, 
T917.) 

iSales  of  produce  or  merchandise  for  future  delivery  must  be  made  at  an  exchanj^ 
or  board  of  trade  or  other  similar  place  in  order  for  tax  imposed  by  section  S07, 
Schedule  A,  subdivision  5,  act  of  October  3,  1917,  to  apply;  sale  by  member  of 
exchange  made  by  mail  or  wire  not  at  an  exchange  is  not  subject  to  the  tax.  (T.  I>. 
2795;  Feb.  26,  1919.) 

Memorandum  of  sales. 

Every  sale  or  agreement  not  evidenced  by  memorandum  or  contract  expressly 
requiring  immediate  or  prompt  delivery  shall  be  deemed  to  be  for  future  delivery; 
every  person  making  sale  of  any  product,  etc.,  at,  on,  or  in  any  exchimge  for  future 
delivery,  shall  deliver  to  the  buyer  a  bill,  memorandum,  or  other  evidence  of  such 
Hale,  showing  certain  specified  data  and  items  of  information;  no  single  sale  or  con- 
tract made  upon  an  exchange  by  one  member  for  another  need  be  evidenced  by 
more  than  one  memorandum;  written  return  or  sheet  to  clearing  house,  acting  aa 
agent,  considered  to  be  memorandum;  return  by  clearing  house.  (T,  D.  26D8;  Nov. 
30,  1917.) 

Becorda. 

All  persons  who  make  sales  or  contracts  of  sales,  including  '  'transferred  or  scratched 
sales,  "pass  outs,"  *'pair-off8,"  or  *'matched  trades,"  and  all  other  forms  of  sale 
of  any  product  or  merchandise  on  exchanges  for  future  delivery  req^uired  to  keep 
record  showing  specified  items  of  information;  form  of  record  required;  clearing 
houses  to  keep  record  showing  certain  data.    (T.  D.  2608;  Nov.  30, 1917.) 

Beg^stration. 

Regulation  No.  40,  Part  2,  requires  a  statement  of  registration  by  persons  makin^; 
contract  of  sale  of  produce  or  merchandise  on  exchanges  for  future  delivery;  reccira 
of  registration  to  be  kept  by  collector  and  certificate  of  registration  to  be  issued  and 
posted;  forms;  statement  of  registration  by  exchanges  and  clearing  houses.  (T.  D. 
2608;  Nov.  30,  1917.) 

Betums. 

.  Clearing  houses  and  persons  making  contracts  of  sale  at,  on,  or  in  any  exchange 
etc.,  for  future  delivery,  required  to  make  return  showing  specified  data  and  infor- 
mation; substitute  returns;  clearing  houses,  acting  as  agents,  required  to  return 
statement  of  amounts  of  stamps  affixed  to  memoranda  of  sales.  (T.  D.  2608:  Nov. 
30,  1917.) 

Stamp  sales. 

Stamps  required  to  be  affixed  to  contracts  of  sale  of  any  product  or  merchandise 
before  a  delivery  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treas- 
urer, or  other  designated  United  States  depositary;  State  agents;  requisitions  for 
stamps;  records;  kind  and  color  of  stamps.    (T.  D.  2741;  June  25,  1918.) 

Sales  of  realty. 

Contract  for  sale  of  real  estate,  making  provision  for  future  delivery  by  deed,  ia 
not  subject  to  stamp  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

Soles  of  stock  and  like  securities — AfflTring  and  canceling  stamps. 

Stamp  must  be  afllxed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer 
is  effected  by  delivery  of  certificate  of  stock  assigned  in  blank;  in  case  change  of 
ownership  is  by  transfer  of  certificate  of  stock,  stamp  shall  be  affixed  to  the  certifi- 
cate* in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  shall 
be  placed  upon  the  books;  in  all  other  cases  payment  shall  be  evidenced  by  aflixing 
stamp  upon  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the 
buyer;  manner  of  canceling  stamps  stated.     (T.  D.  2608;  Nov.  30,  1917.) 

Exempt  transactions. 

No  tax  is  imposed  upon  agreement  evidencing  deposit  of  stock  certificates  as  col- 
lateral security,  nor  upan  deliveries  or  transfers  to  broker  for  sale,  nor  upon  deliveries 
or  transfers  by  broker  to  customer,  provided  such  deliveries  or  transfers  eball  be 
accompanied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or  deliveries 
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Sales  of  stock  and  like  securities — Continued. 

Exempt  transactions — Continued. 

to  clearing  house  for  sole  purpose  of  clearing  or  adiusting  accounts  between  mem- 
bers; no  by-law  or  custom  of  any  exchange  or  similar  institution,  nor  any  (-ollateral 
or  additional  agreement  or  understanding,  inconsistent  or  in  conflict  with  any  ro- 
quirement  of  the  act  of  October  3,  1917,  or  of  Regulation  No.  40,  Part  1,  shall 
exempt  any  person  from  the  payment  of  the  tax.     (T.  D.  260S;  Nov.  20,  191 7.  > 

Loans  for  purpose  of  sale. 

Transfer  of  shares  or  certificates  of  stock  in  any  association,  company,  or  coip ora- 
tion, made  by  the  person  loaning  stock  to  another  borrowing  such  stock  to  effect  a 
sale,  and  also  transfer  of  shares  or  certificates  of  stock  from  a  borrower  returning 
them  to  lender,  in  fulfillment  of  borrower's  obligation  to  buy  in  and  return  stock, 
are  both  subject  to  tax  imposed  by  sections  800  and  807  of  the  act  of  October  3, 1917; 
in  so-called  short-sale  transaction,  there  are  four  taxable  sales  or  transfers:  (1)  SjcIo 
of  stock  by  person  making  short  sale,  (2)  transfer  from  lender  of  stock  to  person  mak- 
ing sliort  sale,  (3)  purchase  by  borrower  of  stock  to  return  to  lender,  (4)  transfer  by 
borrower  to  lender  of  shares  to  replace  those  borrowed.    (T.  D.  2685;  Mar.  30,  1918.) 

Memorandum  of  sales. 

Persons  selling  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
memorandum  of  sale,  or  agreement  to  sell,  signed  by  )>riiicipal  or  his  agent,  sho^^ii^ 
date  of  transaction,  names  of  parties,  shares  of  stock  to  which  it  relates,  number  and 
price  of  shares.     (T.  D.  2608;  Nov.  30,  1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  shall  be  bfused  upon  total  face  value  of  shares  involved,  and  Fhall  be  at  rate  of  2 
cents  for  ea<»h  $100  of  such  total  face  value  or  fraction  thereof,  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.     (T.  D.  2603;  Nov.  30,  1917.) 

• Becords. 

Persons  engaged  in  business  of  buying,  selling,  or  transferring  shares  of  stock, 
required  to  keep  record  showing  specified  items  of  information;  form  of  record 
required.     (T.  D.  2603;  Nov.  30,  1917.) 

Begistration. 

Regulation  No.  40,  Part  1,  requires  a  statement  of  registration  by  persons,  corpora- 
tions, etc.,  engaged  in  negotiating,  making,  or  recording  sales  of  shares  of  stock  and 
other  like  securities;  record  of  statement  of  regis^tion  to  be  kept  by  collector  who 
must  issue  certificate  of  registration  to  be  posted  in  place  of  busiuees.  (T.  D.  2603; 
Nov.  30,  1917.) 

Betums. 

Clearing  houses  and  persons  engaged  wholly  or  parti jr  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  Ki)ecilied  data  and  infor- 
mation; substitute  returns.     (T.  D.  2603;  Nov.  30,  1917.) 

• Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  designated  United  States  depositary;  State  agents;  requisitions  for  stampa; 
records;  kind  and  color  of  stamps.     (T.  D.  2741;  June  25,  1918.) 

Schedule. 

Taxes  imposed  on  various  instruments  by  act  of  October  3, 1917,  set  forth.  (T.  D. 
2558;  Oct.  26,  1917.) 

Security  ag:reement8. 

Neither  security  agreements  signed  by  protpoctive  borrower  of  bank,  empowering 
bank  to  apply  any  securities,  money,  or  o Aer  property  of  the  prospective  borrower 
in  the  hands  of  the  bank  to  satisfy  the  debt,  nor  the  form  of  application  for  the  loan, 
is  subject  to  the  stamp  tax.    (T.  D.  2599;  Dec.  3,  1917.) 

Stork  certificates. 

l;^iies  of  interim  certificates  pending  stock  issue  of  corporations  oi^nized  or  reor- 
ganized on  and  after  October  4,  1917,  are  subject  to  tax  of  5  ceniB  on  each  $100  face 
value  or  fractional  part  thereof;  subsequent  exchange  of  such  interim  certificates 
for  regular  stock  certificates  to  same  owner  will  not  be  subject  to  tax.  (T.  D.  2584; 
Nov.  20,  1917.) 
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Stock  certificates — Continued. 

Tax  of  5  cents  on  each  $100  of  face  vahie  or  fraction  thereof  attacfaoi  to  original 
issue  of  each  certificate  of  stock,  and  tax  of  2  cents  on  each  1100  of  face  value  or  frac- 
tion thereof  to  each  transfer  or  sale  of  stock,  whether  transfer  is  made  before  or  after 
issuance  of  original  certificate.    (T.  D.  2599;  Dec.  3,  1917.) 

A  stock  certificate  ifl  a  document  which  is  evidence  of  the  number  of  shares  of 
stock  which  the  hofcier  of  it  owsub,  and  tlie  ataaap  tax  is  laid  not  on  each  stock 
certificate  tliat  is  issued  but  on  each  original  issue  of  certificates.  (T.  D,  3002; 
Apr.  20, 1920.    Ct.  Dec.) 

Issue  of  certificates  of  preferred  or  no  par  ^'aluo  stock  in  lieu  of  outstandin? 
certificates  of  common  stock,  or  vice  versa,  is  not  an  original  issue  of  stock.  (T.  I). 
3002;  Apr.  20,  1920.     Ct.  Dec.) 

A  corporation  engaged  in  organization  is  deemed  to  issue  stock  when  it  obtains 
subscription  for  it.     (T.  D.  3002;  Apr.  20,  1920.     Ct.  Dec.) 

So-called  bufflne33  property  investment  bond,  wherein  it  is  certified  that  the 
holder  thereof  is  the  owner  of  interest  in  certain  specified  real  property,  leg^l  title 
to  which  was  previously  conveyed  to  a  tnu^e,  and  whereby  corpoiation  isBiiin^ 
same  agrees  to  manage  the  property  and  distribute  proceeds  in  certain  manner, 
is  not  subject  to  tax  as  a  certificate  of  stock.     (T.  D.  2795;  Feb.  26,  191«.) 

Temperance  beer. 

Responsibility  of  brewers,  manufacturers  of  beverages,  and  dealers  who  place  or 
market  unstamped  beverages  found  to  contain  more  than  one-half  of  1  per  cent  of 
alcohol  by  volume,  stated;  duty  of  revenue  agents  ha\ing  reason  to  sutpcct  that 
such  beveragen  are  placed  on  market  without  pavment  of  tax.  (T.  D.  2370;  Sept. 
18,  1916.) 

Temporary  use  of  stamps. 

Instructions  as  to  use  of  regular  dGcumentar^-  8tamp.<.  paiidiug  preparation  and 
distribution  of  special  supply  of  oveiprinted  stamps  provided  to  temporarily  take 
place  of  distinctive  colored  adhesive  documentary  stamps  designed  for  use  in  pay- 
ment of  war  stamp  taxes  imposed  by  paragraphs  4  and  5,  Title  VIII,  Schedule  A, 
act  of  October  3.  1917;  requisition:  issuance  and  exchange.  (T.  D.  2594;  Nov. 
28,  1917.) 

Tobacco,  cigars,  etc. 

Forms  of  orders  for  stamps,  revised,  standardized  as  to  size,  printed  in  different 
colors,  required  to  be  used  as  soon  as  supply  is  forwarded  to  collectors  and  distrib- 
uted by  them  to  manufacturers.    (T.  D.  2411;  Dec.  12,  1916.) 

Stamps  required  by  section  400  of  the  act  of  October  3,  1917,  must  be  affixed  in 
8uch  manner  as  to  seal  the  package  and  sliall  be  canceled  by  the  manufacturer  writ- 
ing or  imprinting  on  each  stamp  his  factory  number,  the  number  of  the  district  and 
State,  and  date  of  cancellation  to  include  month  and  vear;  in  case  of  importer  of 
small  cigars  or  cif^rettes  the  stamps  shall  be  canceled  by  the  owner  or  importer 
writing  or  impiiutmg  upon  same  his  name  and  date  of  cancellation  to  include  month 
and  year.     (T.  D.  2569;  Oct.  17,  1917.) 

All  attached  and  unattached  stamps  for  )>ayment  of  tax  on  tobacco,  cigaitj,  ciga- 
rettes, and  snuff  held  by  manufacturers  in  their  factories  on  October  4,  1917,  and 
November  2,  1917,  bcf<a*e  commencement  of  buFiness  on  said  days,  required  to  be 
inventoriecl  and  returns  filed  for  additional  tax,  as  provided  in  section  1006  of  act 
of  October  3, 1917;  stamps  in  transit  on  date  inventory  is  required  purchased  at  old 
rates  must  be  included  m  inventory;  forms  for  returns  and  inventories;  manufac- 
turers required  to  render  retnrn  and  inventory  notwithstanding  he  may  have  no 
stamps  on  hand  on  dates  mentioned.     (T.  D.  2569;  Oct.  17,  1917.) 

Stamps  for  new  sizes  of  packages  for  manufactured  snuff  or  tobacco  provided  for 
in  section  401  of  act  of  October  3, 1917,  shall  be  affixed  and  canceled  in  same  manner 
as  are  strip  stamps  for  tobacco  and  snuff  under  Hegulations  No.  8,  revised  July  1, 
1910,  page  41.    <T.  D.  2569;  Oct.  17,  1917.) 

Instructions  with  reference  to  use  by  manufacturer  of  revised  f  orms  168,  172, 
173,  485,  orders  for  stamps  for  cigars,  tobacco,  snuff,  and  cigarettes,  respectively. 
(T.  D.  2604;  Dec.  12,  1917.) 

Stamps  on  tax-paid  tobacco,  snuff,  and  cigars  entered  for  export  may  be  destroyed 
by  exporter's  omplovees  in  presence  of  otiicer  detailed  by  collector  in  charge  of 
exports  and  drawbacks,  officer  to  verify  hy  count  the  packages  and  see  that  stamps 
aflixed  are  genuine,  etc. ;  return  of  inspection;  so  much  of  articles  164-166  as  requires 
presence  of  customs  officer  during  inspection  and  which  requires  internal  revenue 
inspector  to  personally  destroy  stamps,  revoked.    (T.  D.  2330;  May  1,  1916.) 
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Trade  acceptances. 

The  rule  that  the  stamp  tax  on  drafts  aad  checks  imposed  by  Schedule  A  of  Title 
VIII  of  the  act  of  October  3, 1917,  attaches  to  drafts  or  checks  at  the  time  of  deliv- 
ery, if  delivered  within  the  territorial  jurisdicdonof  the  United  States  aad  expressed 
to  be  payable  otherwise  than  at  si^  or  on  demand,  but  not  to  diafts  or  checks  not 
yet  delivered  or  delivered  in  a  foreign  country  or  c:^>ressed  to  be  payable  at  s^t  or 
on  demand,  is  appUcable  to  trade  acceptances  as  defined  by  the  regulations  of  the 
Federal  Reserve  Board.    (T.  D.  2682;  Mar.  26, 1918.) 

Wines. 

Wholesale  dealers  carrying  unstamped  wines  must  keep  same  sqparate  and  apart 
from  tax-^aid  wines;  separate  buildings  or  roi>ms,  however,  will  not  be  required. 
(T.  D.  2387;  Oct.  30, 1916.) 

Transfers  of  wines  by  wholesale  dealers  from  stamped  to  unstamped  packages 
should  be  reported  by  8U<^  dealers  in  their  monthly  statem^ts.  (T.  D.  2387; 
Oct.  30,  Idl6.) 

Wines  hereafter  removed  from  wholesalers*  premises  or  from  any  bonded  premises 
unless  transfttted  to  other  bcmded  premises,  must  be  first  tax  paid;  unstamped 
wines  heretofore  removed  should  be  at  once  reported  for  assessment.  (T.  D.  2^87 ; 
Oct.  30, 1916.) 

Wholesale  dealers  who  ha\'e  shipped  untax-paid  wines  subsequent  to  Se|)tember 
9.  1916,  diould  make  returns  thereof  and  affix  to  such  returns  necessary  tax-paid 
stamps.    (T.  D.  2387;  Oct.  80, 1916.) 

Wine  stamps  issued  under  emergency  revenue  act  of  October  22,  1914,  may  be 
used  for  wines,  cordials,  etc.,  taxable  under  the  act  of  September  8,  1916;  such 
staanps  may  be  affixed  to  the  ca^fass  or  outer  cases  containing  tne  taxable  wines:  bot- 
tles of  wine  removed  from  stamped  cases  should,  however, l)e  labeled  by  the  aeiler 
as  containiBg  wine  removed  from  stamped  packages  or  cases;  bottles  removed  from 
unstamped  cases  should  be  stamped.    (T.  D.  2387;  Oct.  30,  1916.) 

Importer  of  wines  or  his  agent  permitted  as  matter  of  convenience  to  affix  ro- 
quired  stamps  to  custom  entry  instead  of  stamping  {packages  or  cases  containing 
such  wines,  upon  the  compliance  with  stated  instructions;  where  importer  prefers 
to  stamp  each  package  or  case,  he  may  do  so.  (T,  D.  2391;  Nov.  6,  1916.  T.  D. 
2414;  Dec.  11,  hu.) 

Shipper  re<|uired  to  make  hill  of  lading  in  tripiicato,  two  copies  to  be  filed  with 
collector  of  district  from  which  wines  are  i^pped,  with  uncanceled  stamps  of  re- 
quired denominations  affixed  to  one  of  such  copies;  bill  cf  lading  to  which  uncan- 
celed stamps  are  attached  will  (hen  be  checkwi  with  maker's  or  dealer's  monthly 
statement,  and,  together  with  uncanceled  stamps,  will  be  forwarded  by  collector 
by  registered  mail  to  Commissioner  of  Internal  Revenue  at  close  of  each  month ; 
collector  required  to  mail  one  copy  of  bill  of  lading  to  collector  of  district  to  which 
tank  cars  arc  consipied,  noting  thereon  that  appropriate  stamps  have  been  received 
in  his  office,  and  tinrd  copy  of  bill  will  be  sent  oy  shipper  to  consignee,  after  noting 
thereon  that  appropriate  stamps  were  forwarded  to  collector's  office;  collector  of 
district  to  whidi  cars  are  consigned  will  see  that  they  are  not  released  to  consignee 
until  he  has  received  cojjy  of  bill  of  lading  duly  certified  by  collector  of  district 
from  which  shipped,  statiSag  that  proper  stamps  have  been  received  in  his  office; 
label  to  bo  affixed  to  car  will,  in  aadition  to  prescribed  marks,  contain  words  "Tax 
paid;"  shlpm^iiB,  whether  in  bond  or  tax  paid,  will  be  reported  as  separate  items 
on  Form  70l  or  702,  as  case  may  be;  wine  sninped  to  other  than  bonded  i>remise8, 
on  which  tax  has  not  been  paid  by  stamp,  will  be  seized  and  shipper  thereof  will  be 
prosecuted  under  provisions  of  paragraph  (f)  of  section  402  of  tlic  act  of  September  8, 
1916.    (T.  D.  2474;  Apr.  4,  1917.    T.  D.  2555;  Oct.  25, 1917.) 

Wines  may  be  removed  from  stamped  packages  to  show  casks  if  on  inspection  of 

§  remises  by  deputy  collector  all  wines  are  found  to  be  duly  stamped.    (T.  D.  2387; 
>ct.  80,  1916.) 

Tax  on  unstamped  wines  removed  fpMn  or  to  premises  not  bonded  should  bo 
reported  for  assessment  against  shipper  of  such  wines.    (T.  D.  2387;  Oct  30, 1916.) 
Unstamped  wines  in  hands  of  wholesaler  or  received  by  retailers  on  and  after  Sep- 
tember 9, 1916,  are  subject  to  tax  imposed  b  v  the  act  of  September  8, 1916.    ^T.  D. 
2387;  Oct.  30,  1916.) 

lmpoit43d  or  domestic  still  wines  on  'v^ich  tax  has  been  paid,  but  which  when 
subs^uently  bottled  become  carbonated  by  secondary  fermentation,  arc  subject 
to  tax  as  gyarlrlti^  wines;  where  much  thuage  in  wine  is  not  produced  by  addition 
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Wines — Continued, 
of  8U|?ar  for  purpase  of  starting  secondary  fermentation  and  is  merely  incidental 
to  bottling,  dealer  in  such  case  not  regarded  ae  producer;  U)  avoid  douole  taxation 
additional  tax  found  to  be  due  may  be  paid  by  affixing  additional  stamps  to  bottles 
containing  such  wines,  with  label  showing  wines  to  have  been  bottled  without 
treatment.    (T.  D.  2;i87;  Oct.  30,  1916.) 

Imported  wines  when  removed  from  customhouse  must  be  tax  paid  by  stamp. 
(T.  D.  2387;  Oct.  30,  1916.) 

Wines  received  brother  than  bonded  dealers  may  be  withdrawn  from  stamped 
packages  to  be  clarified  or  placed  in  other  containers,  but  all  such  new  containers 
shall  be  labeled  by  the  dealer  showing  the  wine  was  withdrawn  from  stamped  pack- 
ages.   (T.  D.  2387;  Oct.  30,  1916.) 

Wines  returned  to  bonded  premises  in  stamped  packages  to  be  clarified  may, 
when  clarified,  be  rejjlaced  in  such  stamped  packages,  which  should  be  set  apart 
for  that  particular  puq>ope;  if  otherwise  recasked  the  wines  will  be  subject,  to  tax 
as  if  originally  produced.     (T.  D.  2387;  Oct.  30,  1916.) 

Wliere  wines  of  dilTerent  alcoholic  strength  are  blended,  tax  will  be  computed 
and  paid  on  resultant  product;  this  applies  to  winee  previously  tax  paid,  and  any 
additional  tax  in  such  cases  must  be  paid  by  stamps  to  be  amxed  to  packages  or 
cases  containing  such  blended  wines.     (T.  D.  2387;  Oct.  30,  19J6.) 

Unstamped  wines  may  be  blended  on  bonded  premises,  but  when  removed  must 
be  stamped  according  to  the  alcoholic  strength  of  wine  as  blended.  (T.  D.  23S7; 
Oct.  30,  1916.) 

In  all  cases  where  win^'^  are  sold  for  consumption  on  premises,  barrels  of  wine 
exposed  for  sale  in  retail  place  must  be  stamped,  but  where  dealers  are  limited 
by  local  regulations  to  sale  for  consumption  off  the  premises,  such  barrels  need  not 
be  stamped,. but  stamps  shall  be  affixed  to  containers  in  which  wine  is  delivered  to 
consign.or.     (T.  D.  2338;  May  23,  1916.) 

Family  use. 

Exemption  of  tax  on  wines  produced  for  family  use,  under  section  402  (b)  of  act 
September  8, 1916,  does  not  apply  to  (a)  wines  maSe  by  one  person  for  us  *  of  another, 
whether  consumed  on  premises  or  removed  therefrom  for  family  use  of  owner; 
(b)  wines  produced  by  a  single  person,  unless  he  is  the  head  of  a  family;  (c)  wines 
produced  by  married  man  living  apart  from  hie  family,  and  not  for  use  of  that  family; 
(d)  wines  made  by  partnership,  or  to  wines  produced  at  a  winery  owned  and  operated 
by  several  heads  of  families  jointly;  (e)  wines  furnished  ranch  hands  or  boarders. 
(T.  D.  2765;  Oct.  21,  1918.) 

Each  person  entitled  to  and  desiring  to  avail  himself  of  exemption  provided 
by  section  402  (b)  of  act  September  8, 1916,  must  file  notice  with  collector  of  internal 
revenue  before  commencing  manufactiu-e  of  wine;  each  notice  must  be  on  paper 
8  x  lOJ  inches  in  size  and  in  stated  form.    (T.  D.  2765;  Oct.  21,  1918.) 

Small  quantity  production. 

All  parties  producing  not  exceeding  1,000  gallons  of  wine  per  year,  and  who  receive 
no  wine  in  bond,  must  file  notice  on  Form  698,  two  copies  to  be  filed  with  collector, 
and  one  retained  on  winery  premises;  notice  must  describe  and  show  location  of 
buildings,  size  and  use  of  each,  number  of  fermenters  and  of  wine  tanks,  respectivelv, 
and  size  of  each;  and  estimated  quantity  of  finished  wine  to  be  produced;  and  dupfi- 
cat*^  of  notice  on  which  registry  number  will  be  noted  should  be  forwarded  to  Com- 
missioner of  Internal  Revenue.    (T.  D.  2765;  Oct.  21, 1918.) 

In  case  of  production  not  exceeding  1,000  gallons  of  wine  per  year  all  fermentere 
and  all  tanks  must  be  numbered  serially,  commencing  with  No.  1,  and  the  assigned 
number  and  capacity  in  wine  gallons  must  be  plainly  and  durably  marked  on  each; 
upon  receipt  of  specified  notice  collector  will  assign  registry  number  to  premises,  and 
duplicate  of  notice  on  which  such  registry  number  will  be  noted  should  be  forwarded 
to  Commissioner  of  Interna!  Reventie.    (T.  D.  2765;  Oct.  21, 1918.) 

Wine  maker  producing  not  exceeding  1,000  gallons  may  either  file  bond.  Form  699, 
or  may  deposit  with  collector  as  security  Liberty  Loan  bonds  or  cash  equal  to  amount 
of  tax;  if  Liberty  I^oan  bonds  are  deposited,  he  must  execute  bond,  in  duplicate, 
in  stated  form,  and  in  such  form  with  appropriate  substitutions  in  case  cash  is  de- 
posited; bond  and  security  must  be  filed  with  collector  prior  to  time  of  crushing 
grapes.    (T.  D.  2765;  Oct.  21.  1918.) 

When  Liberty  I/>an  bonds  or  cash  are  deposited  as  seciurity  by  wine  maker  pro- 
duction not  exceeding  1,000  gallons  per  year,  the  collector  should  give  the  depositor 
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Wines — Conti  nued 

Small  quantity  production — Continued. 

a  receipt  in  stated  form,  which  receipt  should  be  made  in  triplicate,  one  copy 
being  immediately  transmitted  to  Commiasioner  of  Internal  Revenue;  safekeeping 
of  bonds;  assigning  of  r^2;i8tered  bonds;  security  thus  pledged  should  not  be  held  by 
collector  except  upon  instructions  from  Commissioner,  and  security  will  be  sur- 
rendered as  soon  as  tax  and  any  accrued  penalty  and  interest  have  been  paid. 
(T,  D.  2766;  Oct.  21,  1918.) 

In  arriving  at  amount  of  tax  to  be  paid  by  producers  in  quantities  not  exceeding 
1,000  gallons  per  year,  the  quantity  removed  in  bond,  quantity  set  aside  for  family 
use,  actual  quantity  of  lees  or  sediment,  and  actual  loss  resulting  from  shrinkage, 
soakage,  etc.  (not  exceeding  3i  per  cent  of  quantity  on  which  tax  is  paid)  may  be 
deducted.    (T.  D.  2765;  Oct.  21,  1918.) 

Owner  or  occupant  of  winery  prembes  producing  not  to  exceed  1,000  gallons 
I>er  year  must  keep  ccmepicuously  on  ouUide  of  building  nearest  street  or  highway 
sign  in  plain  letters  and  figures,  of  not  leas  than  3  inches  in  length  and  of  corre- 
sponding width,  indicating  the  premises  and  the  registry  number.  (T.  D.  2765; 
Oct.  21,  1918.) 

When  grapes  are  first  crushed  wine  maker  producing  not  to  exceed  1,000  gallons 
per  year  must  render  report  in  stated  form,  in  triplicate,  and  under  oath,  and  two 
copies  must  be  forwarded  to  collector  and  one  retained  on  winery  premises;  if 
wines  are  shipped  in  bond  from  such  wineries  to  other  bonded  premises,  each  ship- 
ment must  be  covered  by  Form  703,  in  quadruplicate,  filed  with  collector  as  pro- 
vided in  case  of  other  shipments  of  wines  in  bond.    (T.  D.  2765;  Oct.  21,  1918.) 

Tax  on  all  wine  produced  by  wine  maker  in  quantities  not  exceeding  1,000  gal- 
lons per  year  must  oe  paid  not  later  than  90  days  after  manufacture  tliereof  is  com- 
menced by  affixing  proper  stamps  to  containers^  and  cancellation  of  the  stamps, 
unless  wine  has  been  previously  shipped  in  bond  to  other  bonded  premises  and 
properly  accounted  for.    (T.  D.  2765;  Oct.  21, 1918.) 

After  computation  of  tax  on  wines  produced  in  quantities  not  exceeding  1,000 
gallons  per  year  has  been  made,  and  necessary  stamps  affixed  and  canceled,  wine 
maker  must  render  a  report,  in  triplicate,  in  stated  form,  two  copies  of  which  report 
must  be  forwarded  to  collector  and  one  retained  on  the  winery  premises.  (T.  D. 
2765;  Oct.  21,  1918.) 

Where  possible,  collectors,  upon  receipt  of  reports  from  producers  of  wines  in 
quantities  not  exceeding  1,000  gallons  per  year  should  detail  officers  to  wineries 
to  sec  that  stamps  are  affixed  to  containers  and  properly  canceled  by  writing  in  ink 
or  stamping  name  or  initials  of  producer  and  aate  of  cancellatiun  on  tax  stamps; 
stamps  must  also  be  rendered  entirely  unfit  for  reuse  by  cutting  them  through 
diagonally  or  crosswise  or  by  perforation,  so  as  to  remove  substantial  portion  of  paper. 
(T.  D.  2765;  Oct.  21,  1918.) 

Provisions  of  section  3324,  Revised  Statutes,  relative  to  obliteration  of  stamps  on 
empty  distil led-spirits  casks  and  packages,  including  provisions  imposing  penalties, 
apply  to  empty  wine  packages;  therefore,  in  case  of  wines  produced  in  quantities 
not  exceeding  1,000  gaulons  per  year,  unless  stamps  on  empty  packages  are  effaced 
and  obliterated  penalties  provided  by  such  section  will  be  asserted.  (T.  D.  2765; 
Oct.  21,  1918.) 

Whore  regulations  relating  to  production  of  wine  in  quantities  not  exceeding 
1,000  gallons  per  year  are  not  complied  with,  penalties  provided  in  paragraph  (f), 
Becti(m  402,  act  September  8,  1916,  will  be  incurred.    (T.  D.  2765;  Oct.  21,  1918.) 

STATES. 

Apportionment  of  taxes  on  income. 

The  sixteenth  amendment  to  the  Constitution  of  the  United  States  does  not  ex- 
tend the  taxiiijg  power  to  new  or  excepted  subjects,  but  merely  removes  all  occasion 
which  otherwise  might  exist  for  an  apportionment  anKuig  the  States  of  taxes  laid 
on  income,  whether  it  be  deirved  from  one  source  or  another.  (T.  D.  2726;  June 
4, 1918.    Ct.  Dec.) 

Bonds  or  obligations — Exemption  from  income  tax. 

Interest  on  State,  municipal,  and  United  States  bonds  received  by  corpora- 
tions is  not  taxable  to  the  corporation;  upon  amalgamation  with  other  funds  of 
corporation  such  income  loses  its  identity;  when  distributed  to  stockholders  as  a 
dividend,  entire  amount  of  dividend  is  subject  to  inclusion  in  returns  of  income  for 
purposes  of  tax;  foregoing  holds  true  for  scrip  payment  of  interest.  (T.  D.  2690; 
art.  4.) 
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Bonds  or  obligationB — ^Exemption  from  income  tax — Continued. 

Interest  on  obligations  of  a  State  or  any  poUtieal  eubdiidsioit  thereof  diail  not  be 
included  as  inoome.    (T.  D.  2690;  art.  5.) 

All  interest  received  oa  obU^^wtionB  of  United  States  or  its  poBBOaaio&B  m  aa.  obli- 
gatioBs  of  a  State,  or  any  political  sabdiviaian  thereof,  flfaould  be  elifnioated  in 
aficertaining  gross  income;  accrued  interest  cm  bonds  pufcbasod  OBnst  not  be  in- 
cluded ia  amount  eliminated  from  gross  income;  in  case  ol  obligations  of  United 
States  issued  after  September  1, 1917,  income  therefrom  is  exempt  from  tax  only  to 
extent  provided  in  the  act  authoriziug  their  issue,  and  income  from  such  obligations 
received  by  insurance  companies  is  exempt  from  2  per  cfsit  and  4  per  cent  tax. 
(T.  D.  2690;  art.  239.) 

Interest  upon  obligations  of  State  or  any  political  subdivision  thereof  is  exempt; 
obligations  issued  for  public  purpose  by  or  on  behalf  of  State  or  duly  oiganised  poUt- 
ical  subdivision  acting:  by  constituted  authorities  dul^  (snpowered  to  issue  such 
obligations  are  obligations  of  a  State  or  political  subdivision  thereof.  (T.  D.  2715; 
May  20,  1918.) 

Term  "f)oliticaJ[  subdivision,"  as  used  in  article  83  of  Regulations  No.  33^  relating 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  division  of 
tibe  State  made  by  proper  authorities  tnereof  acting  within  their  constitutional 
powers  for  purpose  of  carrying  out  portions  of  those  functions  of  State  Trhich  by 
long  usage  and  inherent  necessities  of  government  hare  always  been  r^gaided  as 
pubUc;  the  term  includes  special-assessment  distiicts  so  created,  such,  as  read, 
water,  sew^r,  gas,  light,  reclamation,  drainage,  irrigation,  levee,  school,  haritor, 
port  improvement,  and  similar  districts  and  di visions  c^  State.  (T.  D.  2715;  May 
20,  1918.) 

Carriers'  fadHties,  exemption  from  tax  on  use  of. 
See  ''Tsansportation  Tax.'' 

Colleges — Income  tax  on  salaries  under  Bmith-Lever  Act. 

Where  employees  of  universities  receiving  salaries  paid  in  part  or  in  whole  imm 
funds  received  under  the  Smith-Lever  Act  of  Mav  8, 1914,  are  officers  or  employcea 
of  a  State,  thev  are  not  required  to  include  in  tteir  income  tax  returns  as  taxable 
income  the  salaries  so  received;  if  oi^nlzation  of  coUeee  is  one  which  belongs  to 
State  and  which  State  governs,  legislature  may  vacate  offices,  elect  new  professors, 
and  do  whatever  it  thinks  necessary  in  management  of  the  college,  but  if  colleges 
are  governed  by  trustees  not  directly  responsible  to  State  legislatures,  employoed 
receiving  salaries  paid  in  part  from  *Smitn-Lever  funds  arc  not  employees  of  tho 
♦State,  and  are  not  exempt  from  tax  on  that  ground.     (T.  D.  2668;  Mar.'O,  1918.) 

Definition. 

The  word  "State,"'  as  used  in  section  502  of  the  act  of  October  3,  1917,  includoa 
political  subdivisions  thereof,  such  as  counties,  cities,  towns  and  otiier  munici- 
palities.   (T.  D.  2676;  Mar.  18,  1918.) 

Destraction  of  property — Income  taxes. 

PropOTty  destroyed  by  order  of  authorities  of  State  or  of  United  States  may  bo 
claimed  as  a  loss;  if  reimbursement  is  made,  amount  received  shall  be  roport«i  as 
income  for  year  in  which  reimbursement  ia  made.     (T.  D.  2690;  art.  4.) 

Actual  cost  of  property  destroyed  by  order  of  authorities  of  a  State  or  of  tlie  Uniled 
States  may  be  claimed  as  a  loss;  but  if  reimbuisement  is  made  b>[  a  State  or  United 
States,  amount  received  shall  be  reported  as  income  for  year  in  which  reimbursement 
is  made.     (T.  D.  2690;  art.  123.) 

Estate  tax — Deductions. 

Amounts  paid  to  States  on  account  of  inheritance,  succession,  or  legacy  taxes, 
arc  not  "such  other  charges  against  the  estate  as  are  allowed  by  the  laws  of  Uio 
jurisdiction,"  and  are  not  deductible  in  arriving  at  amount  of  Federal  estate  tax. 
(T.  D.  2524;  Sept.  10, 1917.) 

Excise  taxes. 

Articles  sold  to  a  State  or  a  political  subdivision  thereof  for  use  in  carrying  on  its 
go vorr- mortal  operations  arc  not  subject  to  tax.     (T.  D.  2719;  Art.  VII.) 

A  State  or  anv  political  subdivision  thereof  buying  or  leafung  an  article  fior  its  <»wn 
use  ia  not  a  dealer,  nor  in  the  case  of  moving-picture  fiitns  is  it  deemed  anexhibiior 
or  exchange.    (T.  D.  2719;  Art.  XXXVII.^ 
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Insurance  department — Beporta  to,  aocompanyinf  income-tax  returns. 

Oopv  of  report  to  State  insurance  department  should,  wherever  possible,  be  sab- 
mitted  -wilii  Tetuma;  otherwise  Schedule  D,  parts  1,  3,  and  4  of  report,  d^ould  bo 
attached  Uiereto,  showing  Federal,  State,  and  muniri  1  obligations  from  which 
intei^Qflt  omitted  from  gross  income  was  derived;  amounts  representing  reinsurance 
treaties  will  be  eliminated  from  income  and  disbursements;  deposit  premiums  or 
perpetual  risks  received  and  returned  ebould  be  treated  in  same  manner,  but  earn- 
iTiga  on  deposits  will  be  included  in  premium  income.    (T.  D.  2690;  art.  239.) 

Ocoupatdonal  tazea. 

Pool  tables  and  bowling  alleys  are  ex«npt  under  act  of  September  8,  1916,  if  tax 
woxiid  fall  upon  State  treasury;  otherwise  tax  is  due  on  account  of  pool  tables  and 
bowling  alleys  in  Slate  annories,  fire  houses,  etc.,  and  also  in  cuibs,  fraternity 
houses,  lodge  hallS)  charitable  institutionB,  Y.  M.  C.  A.  buildings,  hotels,  boardin<^ 
houses,  etc.     (T.  D.  2402;  F<*.  16,  1917,) 

OflEbcers  or  employees — ^Income  taxes. 

Individual  who  contracts  with  State  or  any  political  subdivision  theieof,  for  doing 
of  speci&c  things,  completion  of  which  will  constitute  fulfillment  of  contract  on  part 
of  .'^uch  individual,  is  not  an  o6icer  or  employee  of  tihe  State,  or  political  subdivision 
thereof,  within  section  4  of  the  income-tax  law,  and  amount  received  by  him  is  to 
be  accounted  for  as  income.    (T.  D.  2690;  art.  4.) 

Compensation  of  all  officers  and  employees  of  a  State  or  any  political  subdivision 
thereof,  except  when  such  compensation  is  paid  by  United  States  Govornment, 
Shan  not  be  included  as  income.    (T.  D.  2690;  art.  5.) 

Proper  officers  of  State  imposing  income  tax  are  entitled  as  of  right  upon  request 
of  its  governor  to  have  access  to  income  and  pofits  tax  returns  of  coipocatioii,  etc., 
or  to  abstract  thereof,  showinc;  its  name  and  mcome;  proper  officers  in  this  ooancc- 
tiou  arc  onlv  those  officers  of  the  State  charged  with  enforcement  of  the  State  income 
tax  law  and  who  arc  to  use  the  information  gained  by  the  access  only  in  ceonection 
with  such  enforcement;  contents  of  request  or  application  of  governor,  which  must 
be  in  writing,  sfened  by  him  imdcr  the  seal  of  his  State,  and  be  addressed  either  to 
the  Secretary  of  the  Treasury  or  to  the  Commissioner  of  Internal  Revenue,  stated; 
access  shall  be  given  only  in  the  office  of  the  Commissioner,  and  the  officers  desig- 
nated by  the  governor  will  not  be  permitted  to  name  another  person  to  examine 
the  returns  or  abstracts  for  them,  and  the  officers  designated  will  be  given  access 
only  to  returns  of  those  oorporatioas,  etc.,  organized  and  doing  business  in  their 
State.     (T.  D.  2962;  Jan.  7,  1920.) 

War  tax  on  bonds. 

Hands  given  by  officials  of  a  State,  township,  county,  or  village,  for  faithful  p<^T- 
formanco  of  duties,  are  free  from  Federal  taxation  en  bioad  gixHmd  that  sovere^n 
States  and  subdivisions  thereof  are  constitutioBally  free  from  taxation  by  Federal 
Government.    (T.  D.  2624;  Dec.  14,  1917.) 

Public  utilities— Income  taxes. 

Where  public  utility  constructed,  operated,  or  maintained  by  corporation  under 
contract  with  any  city.  State,  Territory,  or  the  District  of  Columbia,  agrees  that 
portion  of  net  earnings  shall  be  paid  to  such  city,  State,  Territ<»y,  or  the  District 
of  Columbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as 
necessary  expensa  of  transacting  business.     (T.  D.  2690;  art.  142.) 

Taxo3 — Deductions  for  income-tax  purposes. 

Taxes  imposed  against  a  corporation  by  authority  of  any  Stato  or  taxing  subdi- 
vision of  the  State  (not  including  those  assessed  against  local  benefits)  and  paid 
within  year  for  which  retinm  is  made,  are  deductible  from  gross  income  of  domeHtic 
corporadon;  similar  taxes  with  like  exceptions  assessed  a^mst  and  paid  by  foreign 
corporation  receiving  income  from  any  source  within  TJmted  States  are  deductible 
from  gro33  income  received  from  such  source,  exc^t  that  taxes  nnfMsed  by  foreign 
government  and  paid  by  foreign  coiporations  aie  not  deductible  from  gros^  incomo 
rc?eived  from  sources  within  United  States.    (T.  D.  26f»;  art,  191.) 

Tax  imposed  by  laws  of  New  York  upon  transfer  of  property  by  will  or  under 
intejtate  laws  is  not  deductible  in  ascertaining  net  income  of  legatee  or  distributee 
under  act  of  October  3,  1913;  it  is  not  a  tax  within  the  meaning  of  paragraph  B, 
Section  II,  permitting  deduction  of  all  national.  State,  countv,  ^ool,  and  mimic- 
ipjil  taxes  paid  during  tlie  year.    <T.  D.  2933;  Oct.  i^  1919.  *Ct.  Dec.) 
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576  STATUTES — STOCKS. 

Telegraph,  etc.,  messages— Official  business. 

All  telegraph,  telephone,  or  radio  messages  of  officers  and  employees  of  a  State, 
on  official  busineas,  are  exempt  from  tax  imposed  by  section  500  of  act  of  October  3, 
1917,  and  should  not  be  reported  in  monthly  return  of  telegraph,  telephone, or  radio 
company;  officer  or  employee  sending  telegraph  or  radio  menage  should  certify 
thereon  that  it  is  on  account  of  official  biusness  and  not  for  private  purposes;  form 
of  certificate  indicated.     (T.  D.  2551;  Oct.  22,  1917.) 

Under  section  502  of  act  of  October  3,  1917,  radio  messagee,  telegraph  meeaa^es, 
and  telephone  messages  relating  to  Government  business,  which  originate  in  United 
States,  and  are  a  chaige  against  the  Treasury  of  the  United  States,  the  District  of 
Columbia,  a  State,  Territory,  or  any  political  subdivision  of  a  State  or  Tenritory, 
and  are  paid  from  funds  thereof,  are  exempt  from  tax  imposed  by  section  500  (c)  of 
such  act;  messages  not  paid  from  such  funds  are  not  exempt  from  tax  even  though 
they  relate  to  Government  business.     (T.  D.  2619;  Dec.  19,  1917.) 

Exemption  from  tax  imposed  by  section  500.  subdivision  (e),  act  October  3,  1917. 
on  telephone,  telegraph,  and  radio  messages,  may  be  claimed  when  amounts  paid 
for  such  messages  are  finally  to  be  paid  by  the  Government  under  cost-plus  ct>n- 
tract;  this  does  not  apply  where  contractor  is  doing  work  for  Government  under 
lump-sum  contract;  form  of  exemption  certificate.     (T.  D.  2742;  July  1,  1918.) 

STATUTES. 
Construction. 

The  legislative  history  of  an  act  may,  when  the  meaning  of  the  words  used  is 
doubtful,  be  resorted  to  as  an  aid  to  construction;  but  no  aid  can  possibly  be  derived 
from  the  legislative  history  of  another  act  passed  nearly  six  years  after  the  one  in 
question.    (T.  D.  3046;  July  19,  1920.    Ct.  Dec.) 

Where  a  taxing  act  is  ambiguous  the  construction  of  the  administrative  officers 
chained  with  its  execution  is  entitled  to  great  respect.  (T.  D.  3C51;  July  27,  1920. 
Ct.  Dec.) 

Inequalities  in  a  valid  taxing  act  arising  in  the  application  to  a  particular  case  can 
not  be  corrected  by  judicial  construction.    (T.  D.  3051;  July  27,  1920.    Ct.  Dec.) 

STATUTE  OF  LIMITATIONS. 
Befunds. 

Under  the  provision  of  section  14,  paragraph  (a),  act  September  8, 1916.  that  upon 
examination  of  any  return  of  income  made  pursuant  to  title  I,  the  act  of  August  5, 
1909,  and  act  of  October  3,  1913,  if  it  shall  appear  that  amounts  of  tax  have  been 
paid  in  excess  of  those  properly  due,  the  taxpayer  shall  be  permitted  to  present  a 
claim  for  refund  thereof  notwithstanding  provisions  of  section  3228  of  the  Revised 
Statutes,  claims  for  refund  which  have  once  been  rejected  by  the  Commissioner 
because  of  the  statute  of  limitation  in  existence  at  that  time  may  be  reopened; 
claims  rejected  can  also  be  reopened  if  the  question  involves  an  examination  of  the 
return.     (T.  D.  2396;  Nov.  1,  1916.) 

STILLS. 

Hanufacture,  removal,  and  registry. 
See  ^'Distilled  Spirits." 

STOCKS 
Sec  "Corporations." 

Capital  stock— Issue — Stamp  tax. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to 
issue  of  certificates  representing  stock  never  before  issued,  no  matter  when  author- 
ized.    (T.  D.  2752;  Aug.  14,  1918.) 

Where  corporation  issues  preferred  stock  in  place  of  common,  or  one  kind  of  pre- 
ferred stock  in  place  of  another  kind  of  preferred  stock,  or  stock  without  par  value 
in  place  of  stocK  with  par  value,  tax  imposed  by  act  October  3,  1917,*  on  issue  of 
capital  stock  applies,  even  though  total  outstanding  stock  is  not  thereby  increased. 
(T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock,  does  not  apply  to 
issue  of  voting-trust  certificates,  representing  stock  certificates  already  issued,  nor 
to  mere  issue  of  new  certificates  in  place  of  old  certificates  for  stock  previously  out- 
sUvuding.     (T.  D.  2752;  Aug.  14,  1910.; 


Digitized  by  VjOOQIC 


J 


STOCKS.  677 

Capital  stodE — ^Iwue — Stamp  tax — Continued. 

Tax  imposed  by  act  October  3.  1917,  on  iflBue  of  capital  stock  appliee  to  issue  of 
certificates  of  shares  in  so-called  MaBsachusetts  trusts  and  other  unincorporated 
associations.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3, 1917,  on  issue  of  capital  stock  attaches  to  issue  of 
stock  of  either  corporation  in  addition  to  already  existing  stock  ui)on  merger  of 
trust  companies  under  sections  487-^96'  of  New  York  banking  law,  but  such  tax 
does  not  attach  to  substitution  of  new  certificates  for  certificates  representing  old 
stock  of  merging  corporation.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
preferred  and  common  stock,  whether  or  not  exchanged  for  old  stock,  upon  reor- 
ganization of  corporation  under  section  24  of  the  New  York  stock  corporation  law 
ifor  purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is  inap- 
plicable to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such 
reorganization.    (T.  D.  2752;  Aug.  14, 1918.) 

Issue  of  stock  by  a  consolidated  corporation,  in  exchange  for  stock  of  the  con- 
solidating corporations,  is  a  taxable  original  issue  under  act  October  3, 1917.  (T.  D. 
2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  is  measured,  not 
by  amount  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value  in  the  case  of 
shares  having  a  face  or  par  value,  and  by  the  actual  value  determined  by  the  mar- 
ket price  or  otherwise  m  case  of  shi»ies  having  no  face  or  par  value  but  an  actual 
value  in  excess  of  $100  a  share.    (T.  D.  2752;  Aug.  14, 1918.) 

Transfer — Stamp  tax. 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock,  applies  to  transfer 
of  stock  to  or  from  voting  trustees  or  other  trustees,  to  transfer  of  voting  trust  cer* 
tificates,  to  transfer  of  shares  in  so-called  Massachusetts  trusts  and  other  unincor- 
porated associations,  to  transfer  of  right  to  receive  a  stock  dividend  already  declared, 
and  to  transfer  of  interest  of  a  subscriber  for  stock,  however  such  interest  may  bo 
evidenced  or  conditioned  upon  further  payments.    (T.  D.  2752;  Aug.  14.  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  attaches  to  sales 
or  transfers  of  stock,  whether  or  not  represented  by  certificates.  (T.  D.  2752;  Aug. 
14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  capital  stock  does  not  apply 
to  surrenaer  of  certificates  in  exchange  for.  other  certificates  representinj?  same  or 
new  stock,  provided  they  are  issued  to  the  same  holder,  nor  does  it  apply  to  sur- 
render of  stock  certificates  for  retirement  and  redemption  for  cash;  if,  however, 
corporation  buys  some  of  its  own  stock  and  transfers  it  to  itself,  whether  or  not  it 
intends  eventually  to  cancel  it,  transfer  is  subject  to  tax.  (T.  D.  2752;  Aug.  14, 
1918.) 

Tax  imposed  bv  act  October  3,  1917,  on  transfer  of  capital  stock  does  not  apply 
to  transfer  of ''  rights  "  to  subscribe  for  stock,  prior  to  exercise  of  the  right,  and  actual 
subscription.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
preferred  and  common  stock,  whether  or  not  exchanged  for  old  stock,  upon  reorgan- 
ization of  corporation  under  section  24  of  the  New  York  stock  corporation  law  for 
purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is  inap- 
plicable to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such  re- 
oi^anization.    (T.  D.  2752;  Aug.  14,  1918.) 

Where,  as  under  section  15  of  the  New  York  stock  corporation  law,  providing 
for  mei]^er  of  ordinary  corporations,  acc^uisition  of  stock  of  corporation  to  be  merged 
IB  rendition  pre(;edent  to  mei'ger,  transfer  of  such  stock  to  merging  corporation  prior 
to  actual  mer^ir  is  taxable  under  act  October  3,  1917.    (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  stock,  does  not  attach  to  ex- 
change of  stock  certificates  of  merged  corporation  for  stock  certificates  of  meii^ng 
corporation  at  the  tim*^  and  as  part  of  the  merger  of  trust  companies  under  sections 
487-496  of  the  New  York  banking  law,  not  to  substitution  of  new  certificates  for 
certificates  representing  old  stock  of  the  merging  corporation.  (T.  D.  2752;  Aug. 
14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  is  measured,  not 
by  amount  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value,  in  the  case  of 
sharrfi  haAing  a  fare  or  par  value,  and  by  the  actual  value  determined  by  the  mar- 
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ket  price  or  otherwifle  in  case  of  ehares  having  no  face  or  par  TBlue  bat  an  actual 

value  in  excess  of  $100  a  share.    (T.  D.  2752;  Aug.  14,  1918.) 
Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stock  of  Uie 

consolidated  corporation,  is  not  a  taxable  transfer  under  act  October  3,  1917.     (T. 

D.  2752;  Aug.  14,  1918.) 

Capital  stock  tax. 

See  "Capital  Stock  Tax.'' 

Dividend— Income  tax. 

Stock  dividends  declared  from  earnings  or  profits  accrued  prior  to  March  1,  1913, 
or  from  surplus  created  by  revaluation  of  capital  assets,  or  from  placing  value  upon 
trade-marks,  good  will,  etc.,  do  not  represent  distribution  of  earnings  or  profits  sub- 
ject to  tax  in  nands  of  shareholders;  when  stock  received  in  payment  of  suc^  divi- 
dend, or  stock  in  respect  of  which  any  such  dividend  was  paid,  m  sold,  cost  of  each 
share  of  stock,  whether  new  or  old,  for  jpurpose  of 'ascertaining  gain  or  loss  from  eale, 
is  quotient  of  cost  of  old  stock,  if  acquired  on  or  after  March  1, 1913,  or  its  fair  mar. 
ket  price  or  value  as  of  that  date  if  acquired  prior  thereto,  divided  by  the  number 
of  old  and  new  shares  added  together,  and  pront  so  ascertained  is  income  subject  to 
both  normal  and  additional  tax,  to  be  accounted  for  in  shareholder's  return  for 
year  in  which  sale  is  made.    (T.  D.  2734;  June  17,  1918.) 

Member  of  partnership  need  not  include  as  part  of  net  income  subject  to  normal 
tax,  income  tax  law  of  1913,  such  of  his  income  derived  from  or  through  a  partner- 
ship as  has  been  received  by  partnership  in  shape  of  dividends  on  stocks  owned 
by  it  in  corporations  taxable  upon  their  net  income.  (T.  D.  2858;  June  9,  1919. 
Ct.  Dec.) 

Neither  under  the  sixteenth  amendment  to  the  Constitution  nor  otherwise  has 
Congress  power  to  tax  without  apportionment  a  true  stock  dividend  made  lawfully 
and  in  good  faith,  or  the  accumulated  profits  behind  it,  as  income  of  the  stock- 
holder; act  September  8,  1916.  held  unconstitutional  in  so  far  as  it  imposes  an 
income  tax  upon  true  stock  dividends.    (T.  D.  3010;  Apr.  26, 1920.    Ct.  Dec.) 

Where  a  corporation,  being  authorized  so  to  do  by  the  laws  of  the  State  in  which 
it  is  incorporated,  transfers  a  portion  of  its  surplus  to  capital  accotmt,  issues  new 
stock  representing  the  amount  of  the  surplus  so  transferred,  and  distributes  the 
stock  so  issued  to  its  stockholders,  such  stock  is  not  income  to  the  stockholders  and 
the  stockholders  incur  no  liability  for  income  tax  by  reason  of  its  receipt.  (T.  D. 
3052;  Aug.  4, 1920,    Ct.  Dec.) 

Where  a  corporation,  being  thereimto  lawfully  authorized,  increases  its  capital 
stock,  and  simultaneously  declares  a  cash  dividend  equal  in  amount  to  the  increase 
in  its  capital  stock,  and  gives  to  its  stockholders  a  real  option  either  to  keep  tbe 
money  for  their  own  or  to  reinvest  it  in  the  new  shares,  such  dividend  is  a  cash  div- 
idend and  is  income  to  the  stockholders  whether  they  reinvest  it  in  the  new  shares 
or  not.    (T.  D.  3052;   Aug.  4,  1920.    Ct.  Dec.) 

Where  a  corporation,  which  is  not  permitted  under  the  laws  of  the  State  in  which 
it  is  incorporated  to  issue  a  stock  dividend,  increases  its  capital  stock  and  at  the 
same  time  declares  a  cash  dividend  under  an  agreement  with  the  stockholders  to 
reinvest  the  money  so  received  in  the  new  issue  of  capital  stock,  such  dividend  is 
subject  to  tax  as  income  to  the  stockholder.    (T.  D,  3052;  Aug.  4, 1920.    Ct.  Dec.) 

\\Tiere  a  corporation,  having  a  surplus  accumulated  in  part  prior  to  March  1, 1913, 
and  being  thereunto  lawfully  authorized,  transfers  to  its  capital  account  a  portion 
of  its  surplus,  issues  new  stock  representing  the  amount  so  transferred  to  the  capital 
account  and  then  declares  a  dividend  pa3rable  in  part  in  cash  and  in  part  in  shares 
of  the  new  issue  of  stock,  that  portion  of  the  dividend  paid  in  cash  will,  to  the  amount 
of  the  surplus  accumulated  smce  March  1,  1913,  be  deemed  to  have  been  pidd  out 
of  such  surplus,  and  be  subject  to  tax,  but  the  portion  of  the  dividend  paid  in  stock 
will  not  be  subject  to  tax  as  income.    (T.  D.  3052;  Aug.  4, 1920.    Ct.  Dec.) 

A  dividend,  paid  in  stock  of  another  corporation  held  as  a  part  of  the  assets  of 
the  corporation  paying  the  dividend,  is  income  to  the  stockholder  at  the  time  the 
same  is  made  available  for  distribution  to  the  full  amount  of  the  then  market  value 
of  such  stock  (Peabody  v.  Eisner,  T.  D.  2732);  and  if  such  stock  be  subsequently 
told  by  the  stockholder,  the  difference  between  its  market  value  at  date  of  receipt 
and  the  price  for  which  it  is  sold  is  additional  income  or  loos  to  him,  as  the  cass 
may  be.    (T.  D.  3052;  Aug.  4, 1920.    Ct.  Dec.) 
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The  profit  derived  b v  a  stockholder  upon  the  sale  of  stock  received  as  a  dividend 
is  income  to  the  stockholder  and  taxable  as  such  even  though  the  stock  itself  was 
not  income  at  the  time  of  its  receipt  by  the  stockholder.  For  the  purpose  of  deter- 
mining the  amount  of  gain  or  loss  derived  from  the  sale  of  stock  received  as  a  divi- 
dend or  of  the  stock  with  respect  to  which  such  dividend  was  paid,  the  cost  of  each 
share  of  stock  (provided  both  the  dividend  stock  and  the  stock  with  respect  to  which 
it  is  issued  have  the  same  rights  and  preferences)  is  the  quotient  of  the  cost  of  the 
old  stock  (or  its  fair  market  value  as  of  March  1, 1913,  if  acquired  prior  to  that  date) 
divided  by  the  total  number  of  shares  of  the  old  and  new  stock.  (T.  D.  3052; 
Aug.  4,  1920.    Ot.  Dec.) 

Stamp  tax  on  transfer. 

Tax  imposed  b]^  act  October  3,  1917,  on  transfer  of  capital  stock  applies  to  trans- 
fer of  right  to  receive  stock  dividend  already  declared.    (T.  D.  2752;  Aug.  14, 1918.) 

Bstate  tax. 

Securities  such  as  shares  of  stock  in  domestic  corporations  which  are  property 
within  the  United  States  within  the  meaning  of  Title  II  of  the  act  of  September 
8,  1916,  deposited  by  an  individual  not  resident  within  the  United  States  with  the 
British  Treasury,  for  which  certificates  of  deposit  were  issued,  are  at  the  death  of 
such  nonresident,  if  such  certificates  have  not  been  transferrea,  a  part  of  his  gross 
estate  and  subject  to  estate  tax.    (T.  D.  2772;  Nov.  8,  1918.) 

Sales — Affixing  and  canceling  stamps. 

Stamp  must  be  affixed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer 
is  effected  b^  delivery  of  certificate  of  stock  assigned  in  blank;  in  case  change  of 
of  ownership  is  bv  transfer  of  certificate  of  stock,  stamp  shall  be  affixed  to  the  certifi- 
cate; in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  shall  be 
placed  upon  the  books  in  all  other  cases  payment  shall  be  evidenced  by  affixing 
stamp  upon  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the 
buyer;  manner  of  canceling  stamps  stated.    (T.  D.  2608;  Nov.  30,  1917.) 

—  Amount  of  tax. 

Tax  of  5  cents  on  each  $100  of  face  value  or  fraction  thereof  attaches  to  original 
issue  of  each  certificate  of  stock,  and  tax  of  2  cents  on  each  $100  of  face  value  or  frac- 
tion thereof  to  each  transfer  or  sale  of  stock,  whether  transfer  is  made  before  or 
after  issuance  of  original  certificate.    (T.  D.  2599;  Dec.  3,  1917.) 

Exempt  transactions. 

No  tax  is  imposed  upon  i^eement  evidencing  deposit  of  stock  certificates  as 
collateral  security,  nor  upon  deliveries  or  transfers  to  broker  for  sale,  nor  upon 
deliveries  or  transters  by  broker  to  customer,  provided  such  deliveries  or  transfers 
shall  be  accompanied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or 
deliveries  to  clearing  house  for  sole  purpose  of  clearing  or  adjusting  accounts  be- 
tween members;  no  oy-law  or  custom  ot  any  exchange  or  similar  institution,  nor 
any  collateral  or  additional  agreement  or  understanding,  inconsistent  or  in  conflict 
with  any  requirement  of  the  act  of  October  3,  1917,  or  of  Reg;ulation  No.  40,  Fart  1. 
shall  exempt  any  person  from  ^e  payment  of  the  tax.    (T.  D.  2608;  Nov.  30, 1917.) 

Memorandum  of  sales. 

Persons  sellii^  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
•  memorandum  otsale,  or  agreement  to  sell,  signed  by  principal  or  his  agent,  showing 
date  of  transaction,  names  of  parties,  shares  of  stock  to  which  it  relates,  number  ana 
price  of  shares.    (T.  D.  2608;  Nov.  30,  1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  shall  be  based  upon  total  face  value  of  shares  involved,  and  shall  be  at  rate  of  2 
centi)  frtf  each  $100  of  such  total  face  value  or  fraction  thereof,  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30, 1917.) 

Becords. 

Persons  engaged  in  business  of  buyinj^,  selling,  or  transferring  shares  of  stock,  re- 
quired to  keep  record  ediowing  specified  items  of  information;  form  of  record  required. 
?r.  D.  2608;  Nov.  30, 1917.) 
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Sales  —Continued . 

Begistration. 

Reflation  No.  40,  Part  1,  rec|uiro8  a  statement  of  regifltiatlon  by  peisons,  cor- 
porations, etc.,  engaged  in  negotiating,  making,  or  recorcung  sales  of  ahaies  of  stock 
and  other  like  securities;  record  of  statement  of  registration  to  be  kept  by  collector 
who  must  issue  certificate  of  registration  to  be  posted  in  place  6t  business.  (T.  D. 
2608;  Nov.  30,  1917.) 

Betums. 

Clearing  houses  and  persona  engaged  wholly  or  partly  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  specified  data  ana  informa- 
tion; substitute  returns.     (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  tax. 

Sale  by  Alien  Property  Custodian  of  shares  or  certificates  of  stock,  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6,  1917,  as  amended, 
his  agreement  so  to  sell,  ana  his  transfer  of  legal  title  to  certificates  or  shares  fo  sold, 
are  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VIII  of  the  act  of 
October  3, 1917.    (T.  D.  2786;  Jan  29, 1919.) 

Transfer  to  Alien  Property  Custodian  of  shares  or  certificates  of  stock  in  com- 
pliance with  demand  made  by  him  under  the  trading  with  the  enemy  act  of  October 
6,  1917,  as  amended,  is  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title 
VIII  of  act  of  October  3,  1917.     (T.  D.  2786;  Jan.  29,  1919.) 

A  stock  certificate  is  a  document  which  is  evidence  of  the  number  of  shares  of 
stock  which  the  holder  of  it  owns,  and  the  stamp  tax  is  laid  not  on  each  stock  cer- 
tificate that  is  issued  but  on  each  original  issue  of  certificates.  (T.  D.  3002;  Apr. 
20,  1920.     Ct.  Dec.) 

A  corporation  enpaged  in  organization  is  deemed  to  issue  stock  when  it  obtains 
subscription  for  it.     (T.  D.  3002;  Apr.  20,  1920.     Ct.  Dec.) 

Is^ue  of  certificates  of  preferred  or  no  par  value  stock  in  lieu  of  outstanding  cei^ 
tificates  of  conmion  stock,  or  vice  versa,  is  not  an  original  issue  of  stock.  (T.  D. 
3002;  Apr.  20,  1920.    Ct.  Dec.) 

So-called  business  property  investment  bond,  wherein  it  is  certified  that  the 
holder  thereof  is  the  owner  of  interest  in  certain  specified  real  property,  leg^  title 
to  which  was  previously  conveyed  to  a  trustee,  and  whereby  corporation  issuing 
same  agrees  to  manage  the  property  and  distribute  proceeds  in  certain  manner, 
is  not  subject  to  tax  as  a  certificate  of  stock.    (T.  D.  2795;  Feb.  26, 1919.) 

STOCK  EXCHANGES. 

Definition. 

The  word  ** exchange"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  each  and  every 
agent  or  agency,  auction  place,  or  other  meeting  place  at  which  stocks  are  publicly 
bought,  sold,  bid  for,  offered  or  exchanged,  and  includes  all  incorporated  and  un- 
incorporated associations,  individuals,  partnerships,  and  corporations,  engaged 
in  business  of  publicly  selling,  buving,  or  exchanging  shares  of  stock  or  interests 
therein.    (T.  D.  2608;  Nov.  30, 1917.) 

Documentary  stamps. 

Instructions  as  to  use  of  regular  documentary  stamps  pending  preparation  and  dis- 
tribution of  special  supply  of  overprinted  stamps^  provided  to  temporarily  take 
place  of  distinctive  ccnored  stamps;  requisition;  issuance  and  exchuige.  (T.  D. 
2591;   Nov.  28,  1917.) 

Stamp  tax— Afifixin^  and  canceling  stamps. 

Stamp  must  be  af&xed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer 
is  effected  by  delivery  of  certificate  of  stock  assigned  in  blank;  in  case  change  of 
ownership  is'by  transfer  of  certificates  of  stock,  stamp  shall  be  aflixed  to  the  certifi- 
cate; in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  sihall  be 
placed  upon  the  books;  in  all  other  cases  payment  shall  be  evidenced  bv  afilxing 
stamp  upon  memorandum  or  agreement  of  siue  to  be  delivered  by  the  seller  to  the 
buyer;  manner  of  canceling  stamps  stated.    (T.  D.  2608;  Nov.  30,  1917.) 

- —  Exempt  transactions. 

No  Ux  is  imposed  upon  agreement  evidencing  deposit  of  stock  certificates  as  col- 
lateral security,  nor  upon  deliveries  or  transfers  to  broker  for  sale,  nor  upon  deliveries 
or  transfers  by  broker  to  customer,  provided  such  deliveiies  or  tmiufers. shall  be 
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Stamp  tax — Continued. 

Bzempt  transactions — Continued. 

accompanied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or  deliveries  to 
clearine  house  tor  sole  purpose  ofclearing  or  adjusting  accounts  between  members; 
no  by-law  or  custom  of  any  any  exchange  or  similar  institution,  nor  any  collateral  or 
additional  agreement  or  understanding.  Inconsistent  or  in  conflict  with  any  require- 
ment of  the  act  of  October  3, 1917,  or  ot  Regulation  No.  40.  Part  1,  shall  exempt  an  v 
person  from  the  payment  of  the  tax.    (T.  D.  2608;  Nov.  30,  1917.) 

Memorandum  of  sales. 

Persons  seUing  or  apreeing  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
memorandum  of  sale,  or  agreement  to  sell,  signed  by  principal  or  his  agent,  showins 
date  of  transaction «  names  of  paities,  shares  of  stock  to  whicn  it  relates,  number  ana 
price  of  shares,     (t.  D.  2608;  Nov.  30, 1917.) 

Bate  of  taxation. 

In  the  case  of  shares  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  shall  be  based  upon  total  face  value  of  shares  involved,  and  shall  be  at  rate  of 
2  cents  for  each  $100  of  such  total  face  value  or  fraction  thereof,  whether  such  aggre- 
gate face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30, 1917.) 

Becords. 

Persons  engaged  in  business  of  buying,  selling,  or  transferring  shares  of  stock, 
required  to  keep  record  showing  specified  items  ol  information;  form  of  record 
required.    (T.  D.  2608;  Nov.  30, 1917.) 

Begistration. 

Regulation  No.  40,  Part  1,  requires  a  statement  of  registration  by  persons,  cor- 
porations, etc.,  engaged  in  negotuting,  making,  or  recoraing  sales  of  shares  of  stock 
and  other  like  securities;  record  of  statement  oi  registration  to  be  ke;)t  by  collector 
who  must  issue  certificate  of  registration  to  be  posted  in  place  of  business.  (T.  D. 
2608;  Nov.  30,  1917.) 

Beturns. 

Clearing  houses  and  persons  engaged  wholly  or  partly  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  specifieadata  and  informa- 
tion; substitute  returns.     (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  designaied  United  States  depositary;  State  agents;  requisitions  for  stamps; 
records;  kmd  and  color  of  stamps.    (T.  D.  2741;  June  25,  1918.) 


Income  tax  returns. 
See  ^'Farmers." 

Floor  tax. 

See  "Floor  Taxes." 


STOCK  FABMS. 
STOCKS  OF  GOODS. 

STOBAGE. 


See  "Warehouses." 

Income  tax— Information  at  souroe. 

Bills  paid  for  storage  do  not  require  reports  of  information .  (T.  B.  2670;  Mar.  11, 
1918.) 

STOBEKEEFEB-GATJGBBS. 

Assignment — Bonded  wineries. 

Regulations  with  reference  to  assignment  to  bonded  wineries  of  gangers  and  of 
storekeeper-gaug^rs  as  gau^rs;  compensation  and  traveling  expenses;  duties; 
proprietors  required  to  furnish  Saileron-Dujardin  ebullioecopes  for  use  of  gangers, 
and  sweet  wine  sets  may  be  used  by  revenue  ag;ent8,  deputy  collectors,  and  otfaera, 
for  verifying  and  testing  alcoholic  content  of  wines.    (T.  D.  2380;  Oct.  10, 1916.) 

General  storekeeper-ganger  will  be  designated,  assigned,  and  compensated,  and 

will  perform  service  as  provided  by  Regulations  Nos.  7  and  2,  and  T.  D.  2408,  with 

'  the  reservation  that  in  the  discretion  of  the  collector  of  internal  revenue,  or  of  the 
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DifltiUexieB. 

OommJasioner,  any  difltillery,  general,  or  special  bonded  warehouse  may^  be  placed 
in  change  of  an  officer  thus  deeignatea  whenever  withdrawal  of  spirits  is  inconsider- 
able or  whenever  the  collector  or  the  Commissioner  deems  such  course  to  be  for  tiie 
best  interest  of  the  Qovemment.    (T.  D.  2444;  Feb.  9, 1917.) 

Instructions  with  reference  to  assignment  to  distilleries  of  storekeeper-gaugeia  in 
place  of  storekeepers  and  gaugers;  bonds;  hours  of  work;  duties;  compenaation. 
(T.  D.  2438;  Jan.  29,  1917.    T.  D.  2456;  Mar.  16, 1917.) 

Oompensation. 

On  and  after  January  1 ,  1917,  compensation  of  storekeeper-gangers  designated 
as  general  storekeeper-gangers  fixed  at  rate  of  |4  per  day,  together  with  actual  and 
necessary  traveling  expenses,  except  that  when  aggregate  quantity  of  spirits  re- 
maining in  charge  of  general  storekeeper-ganger  is  reduced  to  5,000  or  less  gallons 
rate  of  compensation  will  be  13  per  day  for  such  days  only  as  he  may  be  reouired 
to  visit  warehouses  for  withdrawal  of  spirits  or  other  necessary  purposes.  (T.  D. 
2408;  Dec.  7, 1916.) 

Rate  of  pay  of  officers  assigned  in  dual  capacity  of  storekeeper-gangers  to  dis- 
tillery warehouses  at  distilleries  ha\ing  registered  capacity  of  more  than  20  bushels 
and  to  special  bonded  and  general  bonded  warehouses  fixed  at  14  per  day,  this 
rate  to  be  applicable  in  case  of  distillery  warehouse  whether  distillery  is  being 
operated  or  is  under  suspension,  and  as  to  all  warehouses  irrespective  of  quantity  of 
spirits  stored  therein;  when,  however,  quantity  of  spirits  in  warehouse  is  5,000 
gallons^  or  less,  rate  of  pay  will  be  fixed  at  $4  per  day  for  such  days  only  as  officer 
IS  required  to  visit  warenouse  for  necessary  purposes;  this  rate  of  pay  to  be  effective 
on  and  after  February  1,  1920.     (T.  D.  2980;  Feb.  11,  1920.) 

STTBSCBIPTIONS. 
AdmissionB. 

Tax  imposed  by  section  700  of  act  of  October  8, 1917,  is  to  be  collected  upon  price 
paid  and  at  tune  of  paying  for  subscriptions;  no  refund  of  any  part  of  tax  is  author- 
ized because  one  or  more  performances  may  be  missed;  in  case  of  subscriptions 
covering  period  before  and  after  November  1,  1917,  tax  is  payable  on  proportion 
of  price  paid  representing  admissions  on  amd  after  November  1,  1917,  and  should 
be  collected  upon  first  exercise  of  the  subscription  right  after  October  31,  1917. 
(T.  D.  2681;  Mar.  26,  1918.) 

Income  taxes — Sale  of  right  to  subscribe  to  stock. 

Where  corporations  desiring  to  secure  additional  capital  propose  to  issue  and  sell 
further  shares  of  stock,  reserving  to  their  stockholders  the  right  to  subscribe  for,  at 
par  or  any  other  stipulated  price,  a  certain  number  of  shares  of  the  new  stock  issue, 
proportioned  to  the  number  previously  held,  and  if  such  stocldiolders  shall  sell 
their  rights,  it  will  be  held  that  the  proceeds  of  such  sale  are  in  their  entirety  income 
for  the  year  in  which  the  rights  are  sold,  and  should  be  so  returned  by  tne  stock- 
holders, whether  they  be  individuals  or  corporations.    (T.  D.  2690;  art.  95.) 

Amounts  realized  from  sale  of  rights  to  subscribe  to  stock  is  held  to  be  income  to 
the  seller.    (T.  D.  2690;  art.  4.) 

Stamp  tax  on  corporate  stock  subscription. 

Tax  imposed  by  act  October  3,  1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  interest  of  subscribers  for  stock,  however  such  interest  may  be  evidenced  or  con- 
ditioned upon  further  payments.    (T.  D.  2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  ca|)ital  stock  does  not  apply  to 
transfer  of  "rights"  to  subscribe  for  stock  prior  to  exercise  of  the  right  and  actual 
subscription.    (T.  D.  2752;  Aug.  14, 1918.) 

STTBSIDIAItY  COBFOBATION8. 

See  "Holding  Companies." 

Capital  stock  tax. 

Holding  companies  and  subsidiary  corporations  are  both  required  to  file  returns 
and  pay  tax,  and  no  deductions  are  allowed  on  return  of  holding  corporation  for 
tax  paid  by  subsidiary.    (T.  D.  2503;  June  25,  1917.) 

So-called  subsidiary  corporations,  all  or  part  of  stock  of  which  is  owned  bv  another 
corporation,  must  render  returns  in  same  manner  as  other  corporations;  no  deduction 
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Capital  stock  tax— Continued, 
is  allowed  in  return  of  a  holding  corporation  for  tax  paid  by  subaidiary.    (T.  D. 
2760.  art.  24;  Aug.  9,  1918.) 

Consolidated  returns. 

See  **  Exceee  Profits  Tax." 
Income  taxes — Gross  income. 

Where  holding  company  actually  takes  up  each  month  on  its  books  and  credits 
surplus  and  profit  ana  loss  with  its  proportionate  share  of  earnings  of  underlying 
companies,  Holding  company  required  to  include  in  gross  income  amounts  thus 
taken  up,  regardless  of  fact  tnat  same  may  not  have  been  paid  to  or  received  by  it 
in  cash;  fact  that  underlying  companies  credit  holding  company  with  amount  of 
earnings  to  which  it  is  entitled  on  basis  of  stock  it  holds,  together  with  fact  that 
holding  company  takes  up  on  its  books  amount  thus  credited,  renders  it  inciunbent 
upon  holding  company  to  return  these  amounts  as  income.    (T.  D.  2690;  art.  115.) 

Where  subaidiary  or  other  corporation  sells  or  transfers  assets  to  parent  or  other 
corporation,  accepting  in  exchange  therefor  stock  or  bonds  of  purcnaeing  corpora- 
tion, question  of  gain  or  loss  will  be  determined  upon  basis  of  difference  between 
cost  or  market  value  of  assets  sold  and  actual  value  of  stock  or  bonds  given  in  ex- 
change therefor;  any  gain  or  loss  thus  ascertained  as  resulting  from  such  transaction 
will  be  added  to  or  deducted  from  entire  gross  income,  as  case  may  be,  of  selling 
corporation  in  year  in  which  capital  assets  were  sold.    (T.  D.  2690;  art.  119.) 

Where  corporation  is  owner  of  all  stock  in  subsidiary  company  and  the  lessee  of 
all  its  property,  regularly  maintaining  possession,  control  and  management  of  all 
the  subsidiary  s  money  and  other  property,  so  that  the  subsidiary  is  a  mere  agent 
of  the  other  corporation  and  is  practically  mereed  therewith,  dividends  of  the  sub- 
sidiary declared  out  of  a  surplus  which  accrued  prior  to  March  1, 1913,  are  not  tax- 
able income  of  the  parent  corporation.    (T.  D.  2730;  June  11,  1918.    Ct.  Dec.) 

When  one  corporation  owns  stock  of  another  in  same  or  related  line  of  busiuess. 
and  in  effect  operates  other  corporation,  business  of  such  other  falling  within  eeneral 
scope  of  powers  of  first,  that  business  may  be  in  effect,  although  not  in  legsd  form, 
business  of  first  corporation;  income  of  first  corporation  may  be  put  into  second 
through  purchase  of  stock  or  otherwise,  and  might,  if  subsidiary  relationship  is 
estabushed.  constitute  employment  of  income  in  its  own  business;  for  such  employ- 
ment to  fall  within  exceptions  provided  in  section  10  (b)  of  the  act  of  September 
8,  1016,  as  amended,  it  would  be  essential  for  corporation  to  show  same  facts  with 
reference  to  actual  utilization  of  funds  so  employed,  or  their  retention  for  its  red^ 
sonable  requirements  which  it  would  be  necessary  for  corporation  to  show  with 
reference  to  funds  employed  or  retained  directly  by  it.    (T.  D.  2736;  June  18, 1918.) 

Investment  by  corporation  of  income  in  securities  of  another  corporation  is  not, 
without  more,  to  be  regarded  as  employment  of  the  income  in  *'the  business"; 
business  of  one  corporation  may  not  be  regarded  as  including  business  of  another 
within  meanine  of  exception  in  section  10  (b)  of  act  of  September  8,  1916, 
as  amended,  unless  other  corporation  is  mere  instrumentality  of  first;  to  establish 
this  it  is  ordinarily  essential  tnat  first  corporation  own  all  of  the  stock  of  the  second. 
(T.  D.  2736;  June  18. 1918.) 

Where  a  holding  company  owns  all  of  the  stock  of  its  subsidiary  corporations, 
except  the  qualifying  shares  of  the  directors,  and  the  subsidiary  corporations, 
together  w  ith  the  holding  company,  constitutes  a  single  enterprise,  the  accumulated 
earnings  and  siuplus  of  the  subsidiary  corporations  used  by  them  as  capital  prior 
to  January  1,  1913,  does  not  become  taxable  income  of  the  holding  company  when 
formally  transferred  to  it  as  dividends;  T.  D.  2542  reversed.  (T.  D.  2783;  Jan.  7, 
1919.) 

-^Betums. 

Where  one  corporation  operating  for  itself  is  controlled  by  another  through  the 
ownership  of  a  majority  or  all  of  its  stock,  controlling  corporation  is  merely  a  stoclo- 
holder,  and  subsidiary  company  must  make  separate  and  distinct  return,  accoimt- 
ing  for  all  income  received  during  each  taxable  year,  and  holding  company  will 
return  as  income  any  dividends  or  earnings  received  from  operating  company. 
(T.  D.  2690;  art.  125.) 

Every  corporation  not  specificaUy  enumerated  as  exempt  shall  make  return  of 
annual  net  income  whether  or  not  it  may  have  for  any  past  year  any  net  income, 
or  whether  or  not  it  shall  be  a  subsidiary  of,  or  contioUed  by,  another  corporation. 
(T.  D.  2690;  art.  203.) 
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Fact  that  branch  corporation  is  organized  in  any  State  to  meet  peculiar  oondi- 
tions  there  existing  and  which  make  it  impracticable  for  parent  company  as  such 
to  do  business  in  such  State,  althou^^  eucn  subsidiary  may  be  to  all  intents  and 
purposes  a  mere  branch  of  the  parent  company,  does  not  relieve  it  from  necessity 
of  making  return  for  each  year;  if  such  branch  corpcffation  actually  transacts  busi- 
ness from  which  income  arises,  accrues,  and  is  received  by  it,  such  corporation 
must  make  detailed  return,  as  ii  it  were  in  no  way  related  to  any  other  corpcaation, 
setting  forth  full  amount  of  income  which  it  receives  or  which  accrues  to  it,  together 
with  authorized  deductions  therefrom,  and  upon  any  net  income  thus  disclosed, 
tax  wiU  be  assessed  and  required  to  be  paid.    (T.  D.  2690;  art.  207.) 

Where  net  income  of  subsidiary  corporation  iipon  which  tax  has  been  levied  and 
payable  is  turned  over  to  parent  company,  holder  of  its  stock,  amount  so  turned 
over  will  be  hdd  to  be  dividends,  or  amounts  paid  to  it  out  of  net  eamingiB  and  must 
be  returned  by  parent  company  for  purpose  of  2  per  cent  tax  imposed  by  the  act 
of  September  8,  1916,  but  for  purpose  of  war  income  tax  imposed  oy  Title  II  of  act 
of  October  3,  1917,  net  income  of  parent  company  may  be  reduced  by  amoont  ol 
dividends  so  received.    (T.  D.  2690;  art.  207.) 

Subsidiary  corporations  which  actually  transact  business  in  their  own  names, 
receive  income  for  their  own  account,  incur  and  pav  expenses  incident  to  produc- 
tion of  income,  keep  separate  books  of  account,  ana,  as  separate  entities,  exercise 
all  the  powers  and  ninctions  authorized  by  their  charters,  will  be  required  to  pay 
income  tax  on  net  income  received  by  them  from  all  sources,  regardless  of  fact  that 
such  net  income  is  paid  or  turned  over  to  a  parent  or  holding  company,  by  whom 
it  must  also  be  returned  for  purpose  of  tax  imposed  by  section  10  of  the  act  of  Sep- 
tember 8,  1916;  in  latter  case  both  parent  and  subsidiary  companies  must  make 
separate  returns.    (T.  D.  2690;  art.  208.) 

Subsidiary  corporations  existing  in  name  only  or  as  mere  agents  or  int^;ral  parts 
of  parent  company  will  be  required  to  make  returns  of  annual  net  income,  and  shall 
inaorse  thereon  statement  that  it  is  a  subsidiary  or  integral  part  of  the  parent  com- 
pany (naming  it)  and  that  for  its  own  account  it  has  no  income  from  any  source 
whatever,  that  it  makes  no  disbursements,  and  that  all  business  done  in  its  name 
is  done  for  account  of  and  as  business  of  parent  corporation,  and  will  be  accounted 
for  in  return  of  such  parent  corporation.    (T.  D.  2690;  art.  208.) 

Where  subsidiary  corporations  exist  in  name  only,  or  are  mere  aeents  or  integral 
*  parts  of  parent  organization  and  as  such  transact  no  business  and  nave  ne  income 
of  and  for  their  own  account,  and  incur  no  expenses^  all  business  being  transacted, 
all  income  being  received,  and  all  expenses  being  paid  directly  by  parent  company. 
no  separate  accounts  being  kept  by  or  for  such  subsidiaries,  it  will  be  considered 
that  such  subsidiary  concerns  do  not  have  any  taxable  income  within  meaning  ol 
Title  I  of  the  act  of  September  8,  1916,  as  amended  by  the  act  of  October  3,  1917, 
and  so  long  as  they  are  so  operated  no  tax  liability  will  be  asserted  against  them. 
(T.  D.  2690;  art.  208.) 

SUCCESSION  TAXES. 

See  ''Inheritance  Taxes." 

SUNDAY. 
Distilleries,  operation  of. 

Distillers  producing  alcohol  exclusively  for  nonbeverage  purposes  may  operate 
on  Sundays  the  same  as  on  week  days,  and  collectors  may  require  storekeeper-gaug- 
ers  and  storekeeper-gangers  in  capacity  of  gangers  to  remain  on  duty;  notation  to  be 
made  on  vouchers  for  monthly  compensation  to  effect  that  distilleries  were  in  opera- 
tion under  provisions  of  section  302,  act  of  October  3,  1917.  (T.  D.  2686;  Jan.  24, 
1918.) 

Income  tax  returns. 

When  last  due  date  for  filing  return  falls  on  Sundav  or  a  l^al  holiday  the  lats  due 
date  will  be  held  to  be  day  following  such  Sunday  or  legal  holiday,  and  return  should 
be  made  not  later  than  such  following  day,  or,  if  placed  in  the  mails,  it  should  be 
posted  in  ample  time  to  reach  collector's  oflSce,  under  ordinary  handling:  of  the 
mails,  on  or  before  date  on  which  return  is  required  to  be  filed.  (T.  D.  2^90; 
art.  219.) 

SXJBETY  BONDS. 
See**Hond8." 
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swnooNa  fools. 


Admissions. 

See  "Admissioiia." 


SWITCUINO  COICPANIBS. 


Transportation  charges. 

If  a  tenninal  or  yard  for  the  use  of  one  or  more  railroads,  Jointly  or  severally,  be 
operated  under  tbe  management  of  a  tenninal  or  switching  company,  and  the  user 
cost  therefor  be  based  on  either  gross  or  net  costs  of  operation,  commodities  neces- 
sary in  the  operation  of  such  terminal  or  yard  shall,  as  respects  sections  5Qp  and  501 
of  me  act  of  October  3, 1917,  be  considered  as  colhmoditiee  necessary  for  the  use  of 
such  carriers  thereof,  and  tax  does  not  apply  to  charges  for  such  commodities,  if 
transported  over  lines  of  such  carriers;  if.  nowever,  a  terminal  or  yard  be  operated 
under  its  own  management  for  profit  or  it  a  fixed  rental  be  charged,  tax  applies  to 
transportation  charge  made  by  tenants  or  users  on  such  commodities.  (T.  D.  2676; 
Mar.  18, 1918.) 

TABLE  WATBBS. 
Excise  taxes. 

Artificial  mineral  waters,  not  carbonated,  sold  bv  manu&cturer,  producer,  or 
importer,  in  bottles  or  other  closed  containers,  carbonated  waters  manufactured 
and  sold  by  the  manufacturer,  producer^  or  importer  of  the  carbonic  acid  gas  used 
in  carbonating  the  same,  and  natural  mineral  waters  and  table  waters  sold  by  the 
producer,  bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  cents 
per  gallon,  all  of  which  are  taxed  under  section  313  of  the  act  of  October  3,  1917, 
are  not  subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages. 
(T.  D.  2719;  Art.  XXIII.) 

TABIFF  DXJTIE8. 
Income  taxes — ^Deductions. 

Import  or  tariff  duties  levied  by  Congress  and  paid  to  proper  customs  officers 
are  deductible  as  taxes  imposed  under  autihorit]^  of  United  States,  provided  tibey 
are  not  added  to  and  made  a  part  of  the  cost  of  articles  of  mercfaanduse,  with  respect 
to  which  they  are  paid,  in  which  case  they  will  be  reflected  in  cost  of  merchandise 
and  tsok  not  be  separately  deducted.    (T.  D.  2690;  art.  195.) 

TAXABUB  YBA&. 

Definition. 

The  term  ''taxable  year,"  as  used  in  war  excess-profits  tax  regulations,  means 
the  12  months  ending  December  31  of  each  year,  except  in  case  of  corporation  or 
partnership  which  hi^  fixed  its  own  fiscal  vear,  in  which  case  it  means  such  fiscal 
year,  and,  unless  otherwise  indicated  bv  tne  context,  term  will  be  deemed  to  be 
used  only  with  this  scope  or  meaning;  first  taxable  year  is  year  ending  December 
31,  1917,  except  that  in  case  of  corporation  or  partnership  wnich  has  fixed  its  own 
fiscal  year,  first  taxable  year  is  fisou  year  ending  during  calendar  year  1917.  (T.  D. 
2694;  arts.  1,5;) 

TSLBG&APHS  AND  TEUBPHONBS. 

Capital  stock  tax— Exemption  of  mutual  or  oooperatiTe  companies. 

Farmers'  or  other  mutual  or  ooperative  telephone  company  of  purely  local 
character,  income  of  which  consists  solely  of  assessment,  dues,  and  fees  collected 
from  members  for  purpose  of  meeting  expenses,  is  exempt  from  tax  imposed  by 
section  407  of  act  of  September  8, 1916.  (T.  D.  2383;  Oct.  19, 1916.  T.  D.  2750,  art. 
12;  Aug.  9,  1918.) 

Foreign  Qovemments— Transmission  charges. 

Amounts  paid  by  foreign  Governments  for  transmission  services  are  subject  to 
the  taxes  imposed  by  section  500  of  the  act  of  October  3,  1917.  (T.  D.  2785;  Jan. 
23, 1919.) 
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Incoine  taxes — ^Exemption  of  mutual  or  cooperative  oompanlefl. 

Mutual  or  cooperative  telephone  company  is  specifically  exempt  from  income 
tax.  provided  diat  its  entire  mcome  consists  soleiy  of  assessments,  dues,  and  fees 
collected  from  members  for  sole  purpose  of  meeting  expenses  incurred  in  pursuance 
of  purpose  for  which  organized;  If  aav  such  oiganization  has  Income  from  tai^r  aource 
other  than  assessments,  dues,  and  fees  such  income  is  taxable  and  organizations 
receiving  same  will  be  required  to  make  returns.    (T.  D.  2690;  art.  69.) 

Information  at  source. 

Bills  paid  for  telegrams  or  telephone  do  not  require  reports  of  information.  (T.  D. 
2670;  Mar.  11,  1918.) 

OfAcial  business— War  tax. 

Messages  of  officers  and  employees  of  United  States,  or  of  a  State,  Territory,  or  the 
District  of  Columbia,  on  official  business,  are  exempt  from  tax  imposed  by  section 
500  of  act  of  October  3,  1917,  and  should  not  be  r^orted  in  monthly  return  of  tele- 
phone, telegraph,  or  radio  companies.    (T.  D.  2551;  Oct.  22,  1917.) 

Under  section  502  of  act  of  October  3,  1917,  telegraph  and  telephone  messages 
relating  to  Government  business,  which  originate  in  United  States  and  which  are 
a  charge  against  the  Treasury  of  the  United  States,  the  District  of  Columbia,  a 
State,  Territory,  or  any  political  subdivision  of  a  State  or  Territory,  and  are  paid 
from  funds  thereof,  are  exempt  from  tax  imposed  by  section  500  (e)  of  such  act; 
messages  not  paid  from  such  funds  are  not  exempt  from  tax  even  though  they  relate 
to  Government  business.    (T.  D.  2619;  Dec.  19, 1917.) 

Exemption  from  tax  imposed  by  section  500,  subdivision  (e),  act  October  3,  1917, 
on  telephone,  telegraph,  and  radio  messages,  may  be  claimed  when  amounts  paid 
for  such  messages  are  nnally  to  be  paid  by  the  Government  under  cost-plus  contract; 
this  does  not  apply  where  contractor  is  doing  work  for  Government  unaer  lump-sum 
contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

Transportation  charges. 

Where  a  telegraph  or  telephone  line  or  lines  along  a  railroad  is  necessary  for  tlie 
use  of  the  railroad  company  in  the  conduct  of  its  business  as  such  and  the  railroad 
company  under  contract  transports  commodities  necessary  to  maintain  or  operate 
such  telephone  or  telegraph  lines,  such  commodities  being  mtended  to  be  or  ha\Tjig 
been  so  used,  and  the  railroad  company  makes  no  charge  for  such  tran8portati(»n, 
charges  which  but  for  such  arrangement  would  have  accrued,  are  exempt  from  tax. 
(T.  D.  2676;  Alar.  18,  1918.) 

TEKPBBANCE  BEER. 

See  "Fermented  Liquors." 

TENNIS. 

Admissions — ^Tennis  courts. 

Where  an  admissitm  charge  in  form  is  made,  but  in  fact  is  merely  payment  for 
privil^e  of  using  certain  equipment,  such  as  tennis  courts,  admit«fli(jn  is  mcidental 
to  privilege  of  using  such  equipment,  and  tax  imposed  by  section  700  of  act  of 
October  3, 1917,  does  not  apply.    (T.  D.  2681;  Mar.  26, 1918.) 

Dues— Tennis  dubs. 

Tennis  clubs  are  included  within  the  term  "athletic  and  sporting"  clubs,  as  used 
in  section  701  of  the  act  of  October  3, 1917,  imposing  a  tax  on  amoimts  paia  as  dues 
or  membership  fees  to  any  athletic  or  sporting  club.    (T.  D.  2681;  Mar.  26, 1918.) 

Excise  taxes — Backets  and  balls. 

The  tax  imposed  by  section  600  (f)  of  the  act  of  October  3,  1917,  is  3  per  cent  of 
the  price  for  which  tennis  rackets  and  balls  are  sold  by  the  manufacturer.  (T.  D. 
2719;  Art.  XVII.) 

TEBMINAL  COMPANIES. 
Excise  taxes. 

Where  profit  was  one  of  the  substantial  objects  of  the  or^mization  of  a  corpora- 
tion, incorporated  to  provide  and  operate  a  terminal  for  certain  railroads,  it  is  organ- 
ized for  profit  within  the  meaning  of  the  act  of  August  5, 1909.  (T.  D.  2671;  Mar.  11, 
1918.    (ft.  Dec.) 
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Excise  taxes — Continued. 

Where  terminal  railway  company,  organized  to  perform  terminal  services  for 
railroad  companies  which  own  its  stock,  and  such  railroad  companies  and  a  trust 
comi)any  enter  into  arran^^ement  whereby  trust  company  made  a  loan  to  such 
terminal  company,  securea  by  pledge  by  railroad  companies  of  the  stock,  latter 
companies  agreeing  to  pay  annual  interest  and  sinkin?  fund  requirement  of  loan, 
evidenced  by  bonds  secured  by  mortgage  on  terminal  company's  property,  pay- 
ments of  installments  of  interest  and  sinking  fund  were  but  payments  of  rent  by 
railroad  companies  to  terminal  company  to  be  accounted  for  as  part  of  its  income, 
as  rent  woula  be  though  made  direct  to  trust  company.  (T.  D.  2710;  Apr.  22, 1918. 
Ct.  Dec.) 

Tranaportation  charges. 

If  a  terminal  or  yard  for  the  use  of  one  or  more  railroads,  jointly  or  severally,  be 
operated  under  the  management  of  a  terminal  or  switching  company,  and  the  usor 
cost  therefor  be  based  on  either  gross  or  net  costs  of  operation,  commodities  neces- 
sary in  the  operation  of  such  terminal  or  yard  shall  as  respects  sections  500  and  501 ' 
of  the  act  of  October  3,  1917,  be  considered  as  commodities  necessary  for  the  use  of 
such  carriers  thereof,  and  tax  does  not  apply  to  charges  for  such  commodities  if 
transported  over  lines  of  such  carriers;  if,  nowever,  a  terminal  or  yard  be  operated 
under  its  own  management  for  profit  or  if  a  fixed  rental  be  char^^ed,  tax  applies  to 
transportation  chaige  made  by  tenants  or  users  on  such  commodities.  (T.  D.  2676; 
Mar.  18,  1918.) 

Whenever  a  taxable  charge  in  connection  with  a  terminal  service  is  paid  by  one 
carrier,  acting  for  consignor  or  consi^ee,  to  another  carrier,  tax  applicable  shall  bo 
paid  by  former  carrier  to  latter  carrier,  who  shall  return  and  remit  same.  (T.  D. 
2676;  Mar.  18,  1918.) 

TEBBITOitlE  S. 

Alcoholic  liquors — ^Act  published. 

Extracts  from  act  of  Februaury  14,  1917,  prohibiting  manufacture  and  sale  of 
alcoholic  liquors  in  Alaska,  pubhshed  for  information  of  internal-revenue  officers 
and  others  concerned.    (T.  D.  2466;  Mar.  27,  1917.) 

Carriers,  exemption  from  tax  on  facilities  furnished  by. 

See  *  "Transportation  Tax." 

Definition. 

The  word  '*territory,**  as  used  in  section  502  of  the  act  of  October  3, 1917,  includes 
political  subdivisions  thereof,  such  as  counties,  cities,  towns  and  other  municipali- 
ties.    (T.  D.  2676;  Mar.  18,  1918.) 

Excise  taxes— Exports. 

Taxes  imposed  by  sections  313, 315,  and  600  of  act  of  October  3, 1917,  applv  to  arti- 
cles sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  elsewhere 
in  the  United  States  than  in  a  State,  and  to  articles  sold  in  commerce  between  United 
States  and  any  of  its  island  or  other  possessions  except  the  West  Indian  Islands 
acquired  from  Denmark.     (T.  D.  2739;  June  24,  1918.) 

Taxes  imposed  bv  such  sections  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory 
elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from  United  States 
to  any  of  its  island  or  other  possessions,  including  the  Canal  Zone,  except  that  under 
acts  of  Congress  articles  going  from  United  States  into  the  West  Indian  Islands,  or 
into  the  Philippine  Islands  or  Porto  Rico,  are  exempt  to  same  extent  as  articles 
exported  from  a  State  to  a  foreign  country.    (T.  D.  2781;  Dec.  20,  1918.) 

Public  utilities — Income  taxes. 

Where  public  utility  constructed,  operated,  or  maintained  by  corporation  under 
contract  with  any  city,  State,  Territory,  or  the  District  of  Columbia,  agrees  that 
portion  of  net  earnings  shall  be  paid  to  such  city.  State,  Territory,  or  the  District  of 
Columbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as 
necessary  expense  of  transactiiig  business.    (T.  D.  2690;  art.  142.) 

Telegraph,  etc.,  messages,  exemption  from  tax. 
See  ''Telegraphs  and  Telephones." 
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THBATBB8  AND  SHOW8. 

AdndfldonB. 

See  ''AdmiauonB." 
Income  taxes — ^Depreciation  of  costumes. 

CostumeB  pturchased  and  used  exclusively  in  productioii  of  a  play  and  wliich  an* 
not  adapted  for  occasional  personal  use  and  are  not  ao  used,  are  pajrt  of  the  equipment 
of  a  bunness,  and,  as  such,  subject  to  depreciation  in  value  on  account  of  wear  and 
tear  arising  from  their  use  in  the  bimnees;  reasonable  allowance  for  such  deprecia- 
tion may  be  claimed.    (T.  D.  2690;  art.  8.) 

Occupational  taxes. 

See  ''Occupational Taxes." 

TICKETS. 

Admission. 

See  ''Admissions." 
Transportation  of  persons. 

See  "Transportation  Tax." 

TIMBBB. 
Excise  taxes — ^Ineonie. 

The  gain  on  a  sale  of  timber  acquired  by  a  lumber  manufacturing  company  before 
January  1,  1909,  and  converted  mto  monev  after  that  date,  is  income  widun  the 
meaning  of  the  corporation  excise  tax  act  of  1909,  but  only  such  portion  of  the  gain 
as  accrued  subsequent  to  December  81, 1908,  is  taxable.  (T.  D.  2723;  June  4,  1918. 
Ct.  Dec.) 

Income  taxes — ^Deduction  for  depletion. 

in  case  of  timber  lands,  fair  market  price  or  value  of  timber  standing  March  1, 
1913,  or  cost  of  timber  when  purchase  was  made  subseouent  to  that  date,  will  be 
basis  for  calculation  of  depletion,  and  this  value  as  of  March  1,  1913,  or  cost  when 
subsequently  purchased,  is  not  to  be  exceeded  for  purposes  of  deduction  in  returns 
of  income;  whole  of  such  value  is  to  be  distiibutea  over  entire  amount  of  standing 
timber  on  those  respective  dates;  rules  governing  timber-owning  companies.  (T. 
D.  2690;  arts.  8, 173.) 

Torporations  owning  timber  land  and  logging  off  the  timber  and  manu^turiiuf  it 
into  lumber,  will,  if  timber  was  acquiredprior  to  March  1,  1913,  be  permitted  to 
exclude  firom  gross  income  either  through  deduction  from  gross  receipts  or  tlirough 
charge  into  cost  of  manufacturing  timber  into  lumber,  an  amount  eqmvalent  to  fair 
market  price  or  value  of  standing  timber  as  of  March  1,  1913;  corporations  must  set 
up  on  their  books  as  of  March  1, 1913,  the  fair  market  price  en  bloc,  of  all  timber  then 
owned  bv  them,  and  then,  by  dividing  such  value  by  estimated  number  of  feet  in 
entire  holdings,  per  unit  value  or  price  will  be  ascertained,  which  per  unit  price  or 
value  will  be  basis  for  measuring  amount  to  be  added  to  cost  of  manuhbcture,  or 
deducted  from  gross  income,  untu  en  bloc  value  of  entire  holdings  shall  have  been 
extinguished;  same  rule  applies  to  timber  or  timber  lands  purchs^ed  subeeauent  to 
March  1,  1913,  only  difference  being  that  actual  cost  shall  be  substituted  for  en 
bloc  price  or  value.    (T.  D.  2090;  art.  173.) 

Wliere  entire  market  price  or  value  for  both  timber  and  lands  as  of  March  1, 1913, 
or  entire  cost,  if  acquired  subsequent  to  that  date,  is  extinguished  through  deduction 
from  gross  income  for  timber  used,  or  through  per  unit  chaige  to  cost  of  manufac- 
turing lumber,  entire  amount  realized  from  loffged-o£F  lands  or  o^er  salvage  will  be 
'  returned  as  income  of  year  in  which  such  lands  are  sold  or  disposed  of;  if  timber  or 
timber  lands  are  sold  en  bloc,  gain  or  loss  will  be  ascertained  on  basis  of  difference 
between  fair  market  price,  or  cost,  and  selHng  price,  accordingly  as  property  was 
acquired  prior  or  subsequent  to  March  1,  1913.    (T.  D.  2690;  art.  173.) 

Fair  market  price  or  value  of  timber  lands  as  of  March  1,  1918,  is  price  at  which 
property  in  its  then  condition,  and  with  circumstances  then  surrounding  it,  could 
have  been  sold  for  cash  or  its  eauivalent;  such  value  must  not  be  speculative,  but 
must  be  determined  without  taking  into  account  any  prospective  profits  that  may 
result  by  manufacturing  the  timber  into  lumber;  vaiue,  once  detennined,  must  be 
set  up  on  books,  and,  as  measure  of  stumpage  deduction,  must  remain  constant  and 
can  not  be  increased  except  as  new  purchases  are  made  at  hkher  average  cost; 
value  so  set  up  will  be  subject  to  approval  of  Commiswoner.    (T.  D.  2690;  art  ITS.) 
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THIS. 

See  "Limitation  of  Actions."- 
Particular  acts  or  proceedings. 
See  specific  heads. 

TITUI. 

See  "Sales." 

Certaficatee  of  ownership. 

Where  debtor  corporation  or  its  duly  authorized  withholding  agent  has  made  no 
payments  of  interest  to  nonresident  alien  individuals  or  foreign  corporations,  having 
no  office  or  place  of  business  in  the  United  States,  or  has  withheld  no  tax  from  citizens 
or  residents  of  United  States,  whether  or  not  bonds  upon  which  such  interest  ac- 
crued contain  tax-free  covenant  clause,  exemption  certificates  filed  in  connection 
with  such  interest  parents  shall  be  transmitted  direct  to  Commissioner  of  Internal 
Revenue  (Sorting  Division^,  Washineton,  D.  C,  accompanied  by  return  on  Form 
1096,  whioi  form  shall  be  filed  monthly,  and  need  not  be  sworn  to;  if  a  corporation 
or  withholding  agent  has  withheld  tax  and  is  therefore  required  to  render  return  on 
Form  1012,  revised,  all  certificates  received  shall  be  accounted  for  on  such  monthly 
return,  as  directed  by  instructions  thereon.    (T.  D.  2687;  Apr.  1,  1918.) 

Original  ownership  certificates  accompanied  b^  monthly  list  returns,  in  case  of  in- 
terest on  bonds  of  domestic  or  resident  corporations,  when  filed  with  Commissioner 
of  Internal  Revenue,  shall  constitute  and  be  treated  as  returns  of  information.  (T. 
D.  2690;  art.  35.) 

Form  1000,  revised,  shall  be  used  when  no  personal  exemption  is  claimed  a^inst 
interest  on  bonds  containing  tax-free  covenant  by  citizens  or  rssidents  of  the  United 
States;  by  nonresident  alien  individuals,  foreign  corporations  having  no  office  or 
place  of  business  in  the  United  States,  whether  or  not  such  bonds  contain  a  tax-free 
covenant:  and  in  case  where  coupons  are  received  not  accompanied  by  certificates 
of  ownersnip.  First  bank  receivmg  coupons  not  accompanied  by  ownership  cer- 
tificates will  make  certificate,  crossingout  "owner"  and  inserting  ^'^payee "  and  will 
enter  amount  of  interest  on  line  4.    (T.  D.  2690;  art.  43.) 

Banks  and  collecting  agents,  debtor  corporations,  and  withholding  agents,  au- 
.J  ^ .  — ^-1  +!-_^^  j^  1918,  certificates  of  ownership  c~  ^^  *    -        » 


thorized  to  accept,  until  June  1,  1918,  certificates  of  ownership  on  old  forins  when 
properly  executed.    (T.  D.  2702;  Apr.  18, 1918.) 

Foreipi  itetns  shall  not  be  accepted  for  collection  by  any  bank  or  collecting  agent 
unless  mdorsed  as  prescribed  or  accompanied  by  proper  ownership  certinrates, 
giving  all  information  called  for  by  such  certificate;  wnere  first  licensed  bank  or 
collecting  agent  is  source  of  information,  licensee  shall  attach  ownership  certificate 
and  indorse  on  item  the  words  ''Certificate  attached  and  information  nimished," 
adding  his  name  and  address;  when  foreign  items  have  been  properly  indoised, 
certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Internal  Revenue 
(Sorting  Division),  Washington,  D,  C,  on  or  before  20th  day  of  month  following 
that  during  which  items  were  accepted,  accompanied  b:^  letter  of  transmittal,  show- 
ing number  of  certificates  and  aggregate  amount  of  foreign  items  disclosed  thereon. 
(T.  D   2759;  Oct.  2,  1918.) 

)^Tiere  interest  coupon  is  received  for  collection,  ownership  certificate  shall  accom- 
t)any  coupon  to  pa>[ing  agent  in  this  country,  or  if  there  is  no  such  agent,  then  to 
latJt  bank  or  collecting  agent  handling  item  in  this  country;  when  more  than  one 
coupon  of  same  maturity  is  received  at  one  time  from  same  owner  and  from  same 
issue  of  bonds,  single  certificate  may  be  used;  when  foreign  items  have  been  prop- 
erly indorsed;  certificates  shall  be  attached  and  forwarded  to  Commissioner  of  Inter- 
nal Revenue  (Sorting  l>i\i3ion),  Washington,  D.  C,  on  or  before  20th  day  of  monUi 
following  that  during  which  items  were  accepted,  accompanied  by  letter  of  trans- 
mittal, snowing  number  of  certificates  and  aggregate  amount  of  foreign  items  dis- 
closed thereon.     (T.  D.  2759;  Oct.  2,  1918.) 

Where  paying  agent  or  last  bank  or  collecting  agent  in  this  country  is  source  of 
information,  ownership  certificate  shall  accompuw  coupon  to  sudh  agent  or  source 
of  information,  who  shall  forward  ownership  certificate  to  Commissioner  of  Internal 
Revenue,  in  manner  provided  where  dut3r  is  placed  upon  licensee,  provided  that 
in  case  ownership  certificate,  Form  1000,  is  used,  paying  agent  shall  make  return 
on  Form  1012.    (T.  D.  2759;  Oct.  2,  1918.) 

Where  bonds  of  foreign  countries,  or  bonds  or  stocks  of  foreign  corporations,  are 
owned  by  nonresident  alieu  individuals,  or  foreign  corporationB,  associations,  or  part- 
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Certiflcates  of  ownenhip — Continued, 
nerships,  ownership  certificate,  Form  1071,  revised,  ahaQ  be  sued  for  and  on  belialf 
of  Bucn  owners  by  any  responsible  bank  or  banker,  eitiber  foreign  or  domestic. 
(T.  D.  2759;  Oct.  2,  1918.) 

Where  bonds  of  forei^  countries^  or  bonds  or  stocks  of  fcnreign  corporations,  are 
owned  by  citizens  or  residents  of  United  States,  individual  or  fiduciary,  or  by  domes- 
tic or  resident  corporations,  jointrstock  companies,  associations,  insurance  compa- 
nies, or  jnrtnerships,  ownership  certificate  1001 A  shall  be  executed  by  actual  owner, 
or  by  his  duly  auuiorized  agent,  when  presenting  item  for  collection,  whether  item 
is  dividend  or  interest  payment,  except  in  case  of  foreign  country  or  foreign  corpo- 
ration having  paying  agent  in  tlus  country  and  issuing  bonds  containing  ''tax  free  " 
covenant  clause;  in  such  cases  paying  agent  will  withnold  normal  tax  upon  interest 
on  such  bonds,  and  ownership  certificates.  Form  1000,  properly  modified  to  show 
&at  debtor  has  paying  agent  in  this  country,  should  be  useo.  unless  owner  derares 
to  claim  exemption,  when  Form  lOOlA  should  be  used.    (T.  D.  2759;  Oct.  2,  1918.) 

Holding  compames. 

See  ''Holding  Companies." 
Floor  tax. 

Goods  shipped  and  invoiced  prior  to  October  4, 1917,  are  property  of  consignee  and 
if  shipped  to  wh(^esaler  are  subject  to  floor  tax;  if,  however,  title  is  reserved  in 
manumcturer  he  is  subject  to  manufacturer's  tax  and  wholesaler  is  relieved  from 
floor  tax.    (T.  D.  2647;  Oct.  22,  1917.) 

Time  when  title  passes  depends  upon  intention  of  parties;  in  absence  of  intention 
to  contrary,  title  is  assumeci  to  pass  from  seller  to  buyer  upon  delivery  of  goods  to 
carrier.     (T.  D.  2547;  Oct.  22,  1917.) 

Xncome  taxes — Deduction  of  expense  of  defending  title. 

Cost  of  defending  title  or  perfecting  title  to  property  constitutes  part  of  cost  of 
property  and  is  not  deductible  as  a  business  expense.    (T.  D.  2690;  art.  8.) 

Insurance. 

See  *.*  Insurance." 

TOBACCO. 

See"Oigara";  "Cigarettes*';  "Snuff." 
Floor  tax. 

Tax-paid  manufactured  tobacco  in  excess  of  specified  ouantit^  held  for  sale  on 
October  4, 1917,  as  well  as  contents  of  broken  packages  ana  goods  in  transit  on  such 
date,  required  to  be  inventoried  and  returned  for  assessment  of  tax  provided  for  by 
section  403  of  the  act  of  October  3, 1917 ;  dealers  and  others  required  to  pay  tax  must 
make  return  on  Form  416C,  in  duplicate,  under  oath,  on  or  before  November  2, 1917; 
payment  of  t^  required  at  time  of  filing  return,  but  may,  upon  filing  of  bond,  be 
extended  to  date  not  exceeding  seven  months  from  passage  of  act  of  October  3, 1917; 
principal  office  or  place  of  business  to  make  return  where  two  or  more  stores  are 
operated  by  same  dealer.     (T.  D.  2556;  Oct.  16, 1917.) 

Stocks  of  cigars,  tobacco,  and  cigarettes  held  for  sale  at  close  of  budness,  October 
8, 1917,  at  post  exchanges  at  Army  camps  are  not  subject  to  floor-stock  taxes  imposed 
by  section  403  of  act  of  October  3,  1917.     (T.  D.  2584;   Nov.  20, 1917.) 

Manufacturers— Books  and  returns. 

Instructions  with  reference  to  entries  to  be  made  in  books  and  monthly  returns  on 
November  2,  1917,  when  full  increased  taxes  became  effective.  (T.  D.  2569:  Oct 
17,  1917.) 

- —  Inventories. 

Instructions  with  reference  to  making  inventory  required  by  sections  8358,  3390, 
Revised  Statutes;  no  claim  of  failure  to  make  true  mventory— in  whidi  certain 
tobacco  was  not  included — submitted  in  response  to  notice  to  show  cause  against 
assessment  for  omitted  tax  on  apparent  deficiencies  shown  in  examination  of  manu- 
facturer's account,  will  be  entertained;  verification  of  inveataries  by  deputy  od- 
lectors.    (T.  D.  2390;  Nov.  4, 1916.) 
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XiiTentorieft— Gontinned. 

InstructioDB  with  reference  to  inventories  reqniied  to  be  filed  Januarv  1, 1918,  and 
verification  thereof  by  collectors  of  internal  revenue  or  their  deputies;  further  duties 
of  deputy  collectors  stated.    (T.  D.  2583;  Nov.  17, 1917.) 

Bianufacturare  of  tobacco  required  to  make  inventories  in  accordance  with  sec- 
tions  8368,  3390,  Revised  Statutes,  such  inventory  to  be  made  before  commence- 
ment of  business  on  January  1,  1919;  tobacco  of  each  class,  and  stamped,  as  well  as 
unstamped,  manufactured  plug,  twist,  fine-cut,  and  smoking  tobacco  should  be 
weighed  separately;  inventory  must  include  unstemmed  tobacco  stored  off  bonded 
foctory  premises  and  also  the  attached  and  unattached  stamps;  tobacco  material  in 
factory  required  to  be  segre^ted  according  to  classification;  tobacco  dust,  sweep- 
ings, etc.,  must  be  inventoned  as  ''waste";  weight  and  marks  of  each  unopenei 
package,  etc.,  required  to  be  listed  on  back  of  inventory  form;  record  of  quantity 
of  tobacco  used  from  date  of  inventory  to  date  of  deputy  collector's  visit  required 
to  be  kept;  inventory  must  be  verified  early  as  practicable  after  January  1,  1919; 
duties  ofdeputy  collectors  enumerated.    (T.  D.  2777;  Dec.  11, 1918.) 

Inventories  prepared  in  accordance  with  sections  3358  and  3390,  Revised  Statutes, 
required  to  be  filed  before  commencement  of  business  on  January  1, 1920;  weighing; 
inventorjr  of  attached  and  imattached  stamps  required;  segregation  of  tobacco 
material  in  factory;  tobacco  dust,  sweepings,  etc.,  to  be  inventoried  as  ''waste'': 
listing  of  weight  and  marks  of  unopened  packages,  etc.;  verification;  duties  of 
deputy  collectors.    (T.  D.  2955;  Nov.  29,  1919.) 

A  corporation  carrying  on  business  as  a  manufacturer  of  tobacco,  snuff,  cigars,  or 
cigarettes,  or  as  a  dealer  in  leaf  tobacco,  will  bo  required  to  have  the  montnly 
reports  and  inventories  si^ed  and  sworn  to  by  a  duly  authorized  ofi^cer  or  agent 
of  the  corporation  and  to  nle  the  monthly  reports  within  the  prescribed  time  with 
the  collector  of  the  district  in  which  the  factory  or  dealer's  place  of  business  is 
located.    (T.  D.  3073;  Sept.  27,  1920.) 

An  officer's  authority  to  sign  and  make  oath  to  a  corporation's  monthly  repoits 
and  inventories,  unless  specifically  given  in  the  charter  or  by-laws,  must  be  con- 
ferred by  a  rebolution  in  due  course  ot  the  board  of  directors.  In  case  of  such  resolu- 
tion, a  certificate  thereof  in  duplicate,  executed  by  the  president  and  attested  by  the 
secretary,  should  be  filed  with  the  collector  of  the  district  in  which  the  monthly 
reports  and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  t^e  collector 
and  one  forwarded  by  him  to  the  Commissioner.    (T.  D.  8073;  Sept.  27,  1920.) 

Whenever  it  is  not  possible  or  convenient  for  an  officer  of  a  corporation  to  sign 
and  swear  to  its  monthly  reports  and  inventories  as  a  manufacturer  of  tobacco, 
snuff,  cigars,  or  cigarettes,  or  as  a  dealer  in  leaf  tobacco,  an  agent  ma^  be  authorised 
to  execute  them  and  may  bind  the  corporation  as  fully  as  an  officer,  imder  the 
following  conditions: 

A  resolution  in  due  course  of  the  board  of  directors  should  appoint  and  authorize 
the  superintendent  or  manager  of  the  factory  or  leaf  estahiisnment,  identifying 
both  the  individual  and  the  tactory  or  leaf  establishment,  to  execute  the  monthly 
reports  and  inventories  re(|uired  of  the  corporation,  and  provide  further  that  the 
power  of  attorney  so  created  shall  continue  m  full  force  until  written  notice  of  the 
revocation  thereof  is  given  to  the  collector  of  the  district  thereby  a£fected.  A  cer- 
tificate in  duplicate  of  such  resolution,  executed  by  the  president  and  attested  by 
the  secretary,  sihould  then  be  filed  with  the  collector  of  the  district  in  which  the 
monthly  reports  and  inventories  are  to  be  filed;  one  copy  should  be  retained  by  the 
collector  and  one  forwarded  by  him  to  the  Commissioner.  Such  certificate  will 
constitute  authority  for  the  collector,  until  he  has  actual  notice  of  the  recall  of  the 
power,  to  accept  monthly  reports  and  inventories  executed  by  such  agent.  (T.  D. 
3073;  Sept.  27,  1920.) 

Actual  and  accurate  inventories  as  required  by  law  must  be  made  bv  manu- 
focturers  of  tobacco,  snuff,  cigars,  and  cigarettes  on  January  1,  1921.  Each  manu- 
facturer should  observe  carefully  the  following  instructions: 

(1)  The  inventory  must  be  made  before  the  commencement  of  business  on 
Januarv  1,  1921.  After  it  is  completed  the  correct  totals  should  be  immediately 
entered  on  the  blank  form  which  will  be  furnished  to  each  manufactiuer  by  the 
collector  of  the  district  in  which  his  factory  is  located. 

(2)  All  stamped,  as  well  as  unstamped,  manufactured  plug,  twist,  fine  cut,  and 
smoldng  tobacco,  snuff,  cigars,  and  cigarettes  of  the  several  classes  must  be  sepa- 
rately weighed  or  counted,  as  the  case  may  be.  An  accurate  inventory  of  attached 
and  unattached  stampe  muat  also  be  made. 
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(3)  All  tobacco  materiftl  in  the  factory  ehotild  be  eopf^Qgated  according  to  the 
claaaification  provided  Id  the  preecribed  inventory  form,  and  weighed  separately. 

(4)  The  weight  and  maiicB  of  each  unopened  hogMhead,  caae,  or  baie»  or  other 
package  of  tobacco,  and  all  broken  packi^e»  of  tobacco  and  looee  tobacco  within 
the  factory  and  inventoried  by  the  manu&cturer,  Rhould  V>e  lifted  and  each  item 
should  be  sufficiently  described  to  aid  the  deputy  colle .tor  in  verifying  the  inven- 
tory. Such  list  should  be  made  on  the  back  of  the  inventory  form  or  on  separate 
8heet<^  of  the  same  si/.e  attached  thereto. 

(5)  Tobacco  dust,  siftings,  sweepingSi  and  waste  shall  be  inventoried  by  cigar 
manufacturers  under  the  head  of  "waste''  only,  and  by  quasi  manufacturorB  of 
tobacco  under  separate  heads,  each  properly  described. 

(6)  An  accurate  record  of  the  quantity  of  tobacco  of  each  class  used  during  the 
period  from  the  date  of  inventory  to  the  date  of  the  visit  of  the  deputy  shouKl  be 
kept  for  the  purpose  of  enabling  him  to  arrive  at  the  actual  quantity  of  tobacco 
of  each  class  which  was  on  hand  on  the  inventory  date.    (T.  D.  3099;  Dec.  10, 1920.) 

Each  inventory  shall  be  verified  by  a  deputy  collector  at  the  earliest  practicable 
date  after  January  1,  1921.  Each  dei>uty  should  be  directed,  in  determining  the 
correctness  of  the  figures  shown  in  the  inventory,  to  take  into  account  the  quantity 
ot  tobacco  of  each  difTerent  kind  sold  and  used  on  the  one  hand  and  purchased  on 
the  other  hand  between  the  time  of  his  ^dsit  and  the  taking  of  the  inventory.  The 
deputy  should  require  any  necessary  amendment  to  be  made  before  pennitting 
oath  to  be  taken  and  should  observe  the  instructions  in  Regulations  No.  8  ^vified 
July  1, 1910),  page  60,  under  the  head  of ''  Deficiencies  found  by  examining  officers. '' 
Any  deficiencies  which  may  be  discovoed  should  be  reported  immediatelv.  (T .  D . 
3099;  Dec.  10,  1920.) 

Ev^ry  dealer  in  leaf  tobacco  is  renuired  to  make  and  deliver  to  the  collector  of 
the  district  in  which  he  is  registered  a  true  in\'entory,  showing  the  places  where 
his  tobacco  is  stored  and  the  kinds  and  quantity  of  each  kind  of  tobacco  held  by 
him  at  each  place,  on  January  1,  1921.  Such  inventory  shall  include  all  tobacco 
in  his  possession,  but  will  not  include  tobacco  owned  by  him,  but  held  by  another 
dealer,  who  must  include  it  in  his  inventory.  Such  inventoi^  shall  be  made  under 
oath  on  Form  776,  and  shall  show  also  the  condition  of  the  tobacco  (whether green, 
redried,  or  resweated)  on  the  inventory  date.  Actual  weighing  of  tobacco  on  the 
inventory  day  will  not  be  required,  but  if  the  tobacco  is  not  weighed,  the  inventory 
should  show  that  the  "marked  "  weightsare  reported.    (T.  D.  3099;  Dec.  10, 1920.) 

—  PermitB  to  remove. 

New  form  of  special  permit,  Form  688,  adopted  to  take  place  of  Record  100  for 
issue  to  manufacturers  of  cigars  and  tobacco  applying  thereror,  authorizing  removal 
of  certain  kinds  of  tobacco  from  bonded  factory  premises  for  sale  or  transfer  to  another 
factory  or  for  return  to  leaf  dealer;  instructions  as  to  contents  of  application  for 

gjrmit  filing  of  application,  etc.    (T.  D.  2422;  Dec.  28,  1916.)    See  T.  D.  2957; 
ec.  16,  1919. 

Printed  Form  712,  application  of  manu&cturers  of  cigars  and  tobacco  for  permits 
to  remove  tobacco,  eto.,  from  factories  for  transfer  to  another  manufacturer  or  return 
to  dealer  in  leaf  tobacco,  adopted;,  manufacturer  of  tabacco  and  cigars  requbned  to 
be  instructed  that  applications  for  permits  to  remove,  eto. ,  must  be  made  on  such  form 
and  that  it  must  be  legibly  and  accurately  filled  in^  and  that  in  case  unstemmed  or 
stemmed  leaf  tobacco  or  stems  are  shipped  or  delivered  to  dealer  in  leaf  tobacco, 
the  abbreviation  ''D.  L.  T.''  should  be  indicated  in  proper  place  in  the  applica- 
tion.   (T.  D.  2478;  Apr.  9,  1917.)    See  T.  D.  2957;  Dec.  16,  1919. 

-^—  Returns  for  registry. 

Instruction  requiring  Form  277,  revised,  to  be  used  exclusively  for  return  for 
registry  of  manufacturers  of  tobacco,  dealers  in  leaf  tobacco,  and  peddlers  of  tobacco, 
when  such  occupations  are  not  subject  to  special  taxes.    (T.  D.  2485;  Apr.  24, 1A17.) 

Withdrawal  for  export. 

Instructions  with  reference  to  supplying  manufacturers  of  tobacco,  snuff,  ci|^, 
and  cigarettes  with  revised  Form  550,  application  for  withdrawal  from  export. 
(T.  D.  2521;  Sept.  1,  1917.) 

Peddlers. 

Act  of  September  7,  1916,  amending  subsection  11  of  section  3244,  Revised  Stat- 
utes, defining  "peddler"  of  tobacc).  published  for  information  of  internal-revenue 
officers  and  others  concerned.    (T.  D.  2376;  Oct.  3,  1916.)      * 
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Bates  of  tax. 

Taxes  imposed  by  s^ctionB  400  to  403  of  the  act  of  October  3, 1917,  removed  from 
factory  or  customhouse  for  consumption  or  use  on  and  after  October  4,  1917,  and 
November  2, 1917,  according  to  their  several  classifications,  shown  by  table.  (T.  D. 
2569;  Oct.  17,  1917.) 

Begistration  of  dealers. 

Dealers  in  leaf  tobacco  and  retail  dealers  in  leaf  tobacco,  having  paid  special 
tax  for  period  ended  December  31,  1916,  required,  on  account  of  expiration  by 
limitation  on  said  date  of  the  act  of  October  22, 1914,  to  make  return  for  register  on 
Form  277  and  obtain  certificates  of  registry,  Forms  282  and  641,  respectively,  for 
period  of  fiscal  year  ended  June  30,  1917;  dealers  who  commenced  bueiness  on 
and  after  January  1,  1917,  required  to  file  returns  for  register  and  to  obtain  certifi- 
cates of  registration;  certificates  required  to  be  post-ed  conspicuously  in  dealers' 
places  of  business.    (T.  D.  2420;  Dec.  26,  1916.) 

Boldien'  kits. 

Instructions  with  reference  to  the  shipment  from  tobacco  and  cigarette  factories 
of  so-called  soldiers'  kits  or  cartons  containing  packages  of  tobacco  and  cigarettes 
to  New  York,  there  to  be  repacked  under  superviBion  of  customs  officer  for  exporta- 
tion to  United  States  soldiers  in  Europe.    (T.  D.  2517;  Aug.  17, 1917.) 

Btampa — Canoellatioii. 

Stamps  for  the  new  sises  of  packages  for  manufactured  tobacco  provided  for  in 
section  401  of  act  of  October  3, 1917,  shall  be  affixed  and  canceled  m  same  manner 
as  are  otlier  strip  stamps  for  tobacco  and  snuft  under  the  provisions  of  existing  reg- 
ula;tions  No.  8,  revised  July  1, 1910,  page  41.    (T.  D.  2569;  Oct.  17,  1917.) 

Inventory  and  retain. 

All  attached  and  unattached  stamps  for  payment  of  tax  on  tobacco  held  by  manu- 
facturers in  their  factories  on  October  4,  1917,  and  November  2,  1917,  before  com- 
mencement of  business  on  said  days,  required  to  be  inventoried  and  returns  filed 
for  additional  tax,  as  provided  in  section  1006  of  act  of  October  3,  1917;  stamps  in 
transit  on  date  inventory  is  required  purchased  at  old  rates  must  be  included  in 
inventory;  forms  for  returns  and  inventories;  manufacturers  required  to  render 
return  and  inventory  notwithstanding  he  may  have  no  stamps  on  hand  on  dates 
mentioned.    (T.  D.  2569;  Oct.  17, 1917.) 

—  OrdezB. 

Forms  of  orders  for  stamps,  revised,  standardized  as  to  size,  printed  in  different 
colors,  required  to  be  used  as  soon  as  supply  is  forwarded  to  collectors  and  distrib- 
uted by  ttem  to  manufacturers.    (T.  D.  2411;  Dec.  12,  1916.) 

Instructions  with  refcrpiM-e  to  use  by  manufacturer  of  revised  Form  172,  orders  for 
stamps  for  tobacco.    (T.  D  2004;  Dec.  12,  1917.) 

Sales. 

Stamps  for  tax  payment  on  imported  tobacco,  snuffy  Pj^^urs,  and  cigarettes,  to  be 
sold  only  to  owners,  consignees,  or  importers,  on  requisition  of  proper  customhouse 
officer;  stamp  order  Forms  168,  172,  173,  and  485  restricted  to  use  of  manufac- 
turers in  the  United  States;  Regulations  No.  8,  revised  July  1,  1910,  page  62, 
amended  to  provide  that  when  cigars,  etc.,  imported  in  the  mails,  are  for  delivery 
at  places  other  than  where  examined  by  customs  officers  and  are  forwarded  to  the 
postmaster  ,who  notifies  the  addressee,  furnishing  him  with  Customs  Catalogue  No. 
3493,  which  is  forwarded  to  postmaster  with  the  package,  necessary  stanaps  shall  be 
procured  from  and  sold  by  the  nearest  collector  of  internal  revenue.  (T.  D.  2500; 
June  15,  1917.) 

Time  when  act  effective.* 

Section  401  of  the  act  of  October  3,  1917,  levying  a  tax  upon  tobacco,  took  effect 
on  November  2, 1917.    (T.  D.  2547;  Oct.  22,  1917.) 

Withdrawal  for  use  of  United  States — Application. 

Manufacturer  must  file  application  in  duplicate  on  Form  664  for  permit  to  make 
withdrawal  of  product  in  speciiic  lots  from  his  factory^  and  in  adaition  to  giving 
number  of  factory,  district  and  iState,  the  number  of  original  or  statutory  packages 
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Withdrawal  for  »§•  of  TTnited  8tat«8--Continue(l. 

Application — Continued. 

and  contents  of  each  shall  be  set  forth  in  each  application  as  well  as  the  total  quaatitf 
covered,  rate  of  tax  applicable,  amount  of  tax  to  be  remitted,  and  the  institution  or 
name  of  the  person  or  officer  to  whom,  and  the  address  to  which,  shipment  or  delivenr 
is  to  be  maae;  these  applications  may  be  forwarded  direct  to  the  Comminsionq'  of 
Internal  Revenue,  in  wfiich  case  the  duplicate  application  will  be  forwarded  by  the 
Commissioner  to  tne  collector,  or  filed  with  the  collector  for  the  district,  in  which 
case  the  collector  must  forward  the  original  application  immediately  to  the  Com- 
missioner; application  should  be  filed  simicient  time  in  advance  of  date  upon  which 
withdrawal  is  contemplated  to  be  made  to  allow  of  receipt  and  issuance  of  permit 
by  the  Commissioner  and  receipt  thereof  by  the  manufacturer  prior  to  that  date. 
(T.  D.  2982;  Jan.  22,  1920.) 

• Bills  of  lading. 

Where  prpduct  withdrawn  is  transported  by  common  carrier,  the  manufactnref 
must  file  with  the  collector  of  the  district  in  ^mich  the  factory  making  withdrawal 
is  located  bills  of  ladinjg;  in  duplicate  covering  each  shipment  from  the  factory  to 
the  point  of  final  destination;  one  of  these  bills  of  laoiDg,  which  must  be  filed 
promptly  after  withdrawal  is  made,  will  be  filed  with  the  copy  of  the  application 
and  permit  which  it  covers  in  the  collector's  office,  and  the  other  shall  be  lorwarded 
immediately  with  letter  of  transmittal  to  the  Commissioner.  (T.  IX  2982;  Jan.  22, 
1920.) 

Bond  for  transportation  and  delivery. 

The  manufacturer  is  required  to  furnish  transportation  and  delivery  bond  in 
duplicate  on  Form  665  with  satisfactory  sureties  and  in  penal  sum  of  not  less  than 
the  tax  on  the  total  quantity  specified  in  the  requisition;  this  bondi  which  shall 
state  quantity  of  product  requisitioned,  number  of  factory,  and  its  location,  in- 
cluding the  district  and  State,  from  which  withdrawal  is  to  be  made,  and  the  insti- 
tution or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or 
delivery  is  to  be  made,  may  be  executed  by  corporate  surety  or  individual  suretie?, 
in  the  latter  case  eacn  individual  surety  being  required  to  show  qualification  on 
Form  33  executed  in  duplicate,  and  the  duplicate  form  to  be  attached  to  the  dupli- 
cate bond;  the  original  and  duplicate  bona  must  be  filed  with  the  collector  for  the 
district  in  which  the  factory  is  located,  who  will,  if  the  bond  meets  his  approval, 
enter  an  indorsement  to  that  effect  on  both  the  original  and  duplicate,  and  for- 
ward tho  duplicate  immediately  to  the  Commissioner  of  Internal  Revenue.  (T.  D. 
2982;  Jan.  22,  1920.) 

Certificate  of  receipt  by  Government  officer. 

The  Government  receiving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  may  certify  as  to  the  quantity  received  and  the  date  of 
receipt,  his  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  promptly 
to  the  manu&u:turer,  who  must  file  both  copies  of  the  certificate  of  receipt  with  Uie 
collector  of  internal  revenue  for  ^e  district  within  30  days  of  date  of  withdrawal: 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  numb^  of 
statutory  packages,  the  number  of  inner  packages,  if  any,  ana  the  total  quantity  so 
lost,  and  the  amount  reported  lost  or  any  ai£Ference  between  the  quantity  withdrawn 
under  permit  and  that  certified  to  by  the  receiving  officer  will  remain  as  charged 
against  the  transportation  bond,  and  assessment  of  tax  thereon  will  be  made  against 
the  manufacturer  in  the  absence  of  evidence  showing  that  the  Spods  not  covered  by 
the  receiving  officer's  certificate  were  actually  destroyed.  (T.  D.  ^82;  Jan.  22, 
1920.) 

Collector's  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  product  requisitioned  will  be  credited  in 
the  office  of  the  Commissioner,  to  whom  the  collector  will  forward  the  original 
certificate  of  receipt  immediately  after  it  is  received  by  Mm.  (T.  D.  2982;  Jan.  22, 
1920.) 

Departmental  requisition. 

Whenever  tobacco  ia  purchased  for  use  of  the  United  States  and  it  is  proposed  to 
make  withdrawals,  tax  free,  from  the  place  of  manufactiure,  requisition  in  duplicate 
on  Form  663,  approved  by  head  of  department  or  head  of  bureau,  or  other  oiganiza- 
tion,  if  independent  of  a  department,  must  be  filed  with  the  Commimioner  of  Internal 
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^Tithdrawal  for  use  of  United  States— Oontinued. 
*—  -  Departmental  requiaition — Continued. 

Revenue;  this  requiaition  must  specify  the  total  quantity  of  the  product  contracted 
for  at  a  price  not  including  the  tax  thereon^  the  name  of  the  manuEacturer,  his 
fetctory  number,  district,  and  State,  the  location  of  the  factory  and  the  institution 
and  name  of  the  person  or  officer  to  whom,  and  address  to  which,,  shipment  or  delivery 
is  to  be  mrde;  one  copy  of  the  requisition  will  be  forwarded  by  the  Commissioner  to 
the  collector  of  internal  revenue  for  the  district  in  which  is  located  the  factory 
designated  to  furnish  the  product.    (T.  D.  2982;  Jan.  22,  1920.) 

Entries  in  manufacturer's  records  and  reports. 

Each  withdrawal  of  a  product  from  the  factory  shall  be  entered  by  the  manufac- 
turer in  his  revenue  booK  on  the  day  withdrawal  is  made,  and  diall  be  included  in 
his  monthly  or  annual  report  under  an  appropriate  heading  and  carried  in  the 
recapitulation  as  a  special  credit.    (T.  D.  2982;  Jan.  22,  1920.) 

Labeling  or  branding^. 

Each  individual  packt^  of  tobacco  manufactures  shall  be  labeled  or  branded 
"  For  use  of  U.  S.  Government,"  together  with  number  of  permit  and  the  date  thereof, 
the  letters  and  figures  of  such  printing  to  be  conspicuous,  in  bold-face  type,  of  not 
leas  than  one-fourth  of  an  inch  in  height.    (T.  D.  2982;  Jan.  22, 1920.) 

Permit. 

Requisition  and  bond  having  been  filed,  permit  in  duplicate  on  Form  666  for  each 
withdrawal,  for  which  application  is  made  and  approved,  will  be  issued  by  the 
Commissioner  and  forwarded  to  the  collector,  and  tne  original  permit  wilLbe  deliv- 
ered by  the  ooUector  to  the  manufacturer  to  be  retained  as  authority  for  making  Uie 
withdmwal;  no  more  than  the  Quantity  named  in  the  permit  may  be  withdrawn 
thereunder  and  no  withdrawal  snail  be  made  in  advance  of  the  issue  of  a  i>ermit; 
withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  permit  or  else 
requests  should  be  made  for  cancellation  of  such  permit;  all  products  withdrawn  in 
advance  of  issue  of  permit  will  be  held  subject  to  tax  and  a  manufacturer  who  violates 
the  law  by  withdrawing  products  on  which  tax  has  not  been  paid,  without  permit, 
will  be  liable  also  to  statutory  penalties.    (T.  D.  2982;  Jan.  22, 1920.) 

TOILBT  ARTICLES  AND  80APS. 
Alcohol— Exports. 

Where  alcohol  is  used  in  the  manufacture  of  toilet  pr^arations  for  export,  draw« 
back  thereon  should  include  both  tax  of  $1.10  per  proof  gallon  and  additioDal  tax 
paid  thereon,  under  act  of  October  3, 1917.    (T.  D.  2572;  Oct.  24, 1917.) 

Formula  3A,  for  special  denaturation  of  alcohol  for  use  in  the  manufacture  of  trans- 
parent soap,  modified.    (T.  D.  2820;  Apr.  10,  1919.) 

Formula  No.  31,  for  special  denaturation  of  alcohol  to  be  used  in  the  manufacture 
of  tooth  paste,  stated ;  samples  of  finished  ]9roduct,  together  with  formula  of  ingre- 
dients, labels,  advertising  matter,  etc.,  required  to  be  furnished;  this  data  should  be 
accompanied  by  full  description  of  process  of  manufacture  and  a  blue  print  or  pencil 
drawing  showing  location  of  room  or  rooms  in  which  denatured  alcohol  is  to  be  used. 
(T.  D.  2819;  Apr.  10,  1919.) 

Formula  31A,  for  the  denaturation  of  alcohol  for  use  in  the  manufacture  of  tooth 
paste,  stated.    (T.  D.  2855;  June  7, 1919.) 

Distilled  spirits. 

Use  of  distilled  spirits  for  other  than  beveru;e  purposes  includes  the  manufacture 
of  coemeticsand  toilet  preparations,  including  bay  rum,  perfumery,  and  toilet  waters, 
extract  of  witch  hazel,  and  listerine.    (T.  D.  2559;  Oct.  26, 1917.) 

Excise  taxes. 

The  tax  imposed  by  section  600  (^)  of  the  act  of  October  3,  1917,  upon  toilet  arti- 
cles and  soaps, is  2  per  cent  of  the  price  for  which  they  are  sold  by  the  manufacturer; 
soaps  advertised  or  neld  out  as  suitable  for  toilet  purposes  are  taxable;  containers 
of  perfumes,  if  billed  and  shipped  separately,  raw  materials,  and  floor  oUs.  floor 
wax.  kitchen  soap  powders  ana  other  articles  ordinarily  used  for  household  and 
not  for  toilet  purposes,  are  not  subject  to  the  tax{  concentrated  essences  sold  to 
druggists  and  manufacturers  for  making  toilet  articles,  but  not  for  use  as  tuchy 
axe  not  subject  to  the  tax.    (T.  D.  2719;  Art.  XVIII.) 
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Excise  taxes — Continuod. 

On  the  sale,  for  a  lump  price,  of  a  fountain  shaving  brush  with  a  filled  sliaviag 
cream  cartridge  which  is  separate  and  replaceable,  the  excise  tax  is  only  upon  the 
price  of  the  filled  cartridge  as  separately  determined,  namely,  the  establishea  retail 
price  of  the  filled  cartridge.!  sold  separately.     (T.  D.  2782;  Dec.  24, 1918.) 

A  soap  powder  chiefly  designed  for  laundry  pur]x>6e6  and  sold  by  the  maaufacturer 
in  bulk  to  laundries  and  also  sold  for  retail  distribution  to  the  public  in  packages 
bearing  directions  for  use  as  a  hair  shampoo,  for  which  it  is  to  a  small  extent  actual!  v 
iii^ed,  is  subject  to  excise  tax  upon  the  sales  in  packages,  but  not  upon  the  sales  in 
bulk.    (T.  D.  2785;  Jan.  23,  1919.) 

TOOLS. 

Income  taxes — ^Deduction  of  cost. 

Cost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense,  but  cnst 
of  ordinary  tools  may  be  included  under  this  item.    (T.  D.  2690;  art.  4.) 

Tost  of  farm  machinery  is  not  an  allowable  deduction  as  item  of  expense,  but  cost 
of  ordinary  tools  of  short  life  or  insignificant  cost,  such  as  hand  tools,  including 
shovels,  rakes,  etc.,  may  be  included  under  this  item.    (T.  D.  2690;  art.  123.) 

TORPEDOES. 

See  "Munition  Manufacturers'  Tax." 

Definition. 

The  term  '"torpedoes,"  as  used  in  Title  III  of  the  act  of  September  8,  1916,  com- 
prehends any  receptacle  to  inclose  an  explosive  charge,  or  the  receptacle  and  charge 
combined.    (T.  D.  2384;  art.  2.) 

TOWNSHIPS. 

Official  bonds— War  tax. 

Bonds  given  by  officials  of  a  State,  township,  county,  or  village,  lor  faithful  per- 
formance of  duties,  are  free  from  Federal  taxation  on  broad  ground  that  sovereign 
States  and  subdivisions  thereof  are  constitutionally  free  from  taxation  by  Federal 
Government.    (T.  D.  2624;  Dec.  14. 1917.) 

TOTS. 

Excise  taxes. 

Toy  talking  machines  are  subject  to  tax  imposed  by  section  600  (h)  of  the  act  of 
October  3,  1917.     (T.  D.  2719;  Art.  XI.) 

Tax  imposed  by  section  600  (f)  of  the  act  of  October  3,  1917,  is  3  per  cent  of  the 
price  for  which  the  sporting  goods  and  games  enumerated,  except  children's  toys 
and  games,  are  sold  by  the  manufacturer.    (T.  D.  2719;  Art.  XVII.) 

Toy  cameras  are  taxable  under  section  600  (j)  of  the  act  of  October  3,  1917,  if 
capable  of  taking  a  picture.    (T.  D.  2719;  Art.  XXV.) 

TRADE. 

Definition. 

In  case  of  corporation  or  partnership  all  income  from  whatever  source  derived  is 
deemetl  to  be  from  its  trade  or  business,  and  the  terms  ** trade,"  "business,"  and 
"trade  or  business,' '  as  used  in  war  excess  profits  tax  regulations,  include  all  sources 
of  income,  and  unless  otherwise  indicated  by  the  context,  the  terms  will  be  deemed 
to  be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  T^  7.) 

In  case  of  an  individual,  the  terms  "trade, "  "business, "  and  "trade  or  business, " 
as  used  in  war  excess  profits  tax  regulations,  comprehend  all  his  activities  for  gain, 
profit,  or  livelihood  entered  into  with  sufficient  frequency  or  occupying  such  por- 
tion of  his  time  or  attention  as  to  constitute  a  vocation,  including  occupations  and 
professions;  when  such  activities  constitute  a  vocation  they  shall  be  construed  to 
be  a  trade  or  business  whether  continuously  carried  on  during  taxable  year  or  not; 
unless  otherwise  indicated  by  the  context,  terms  will  be  deemed  to  be  used  only 
with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  8.) 
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Distilled  spirits. 

Distilled  spirits  for  nonbeverage  purposes  may  be  used  only  in  the  arte,  sciences, 
and  trades,  where  circumstances  are  such  that  there  can  be  no  probability  that  the 
spirits  will  be  sold  or  used  for  beven^e  purposes  or  in  the  manufacture  or  produc- 
tion of  any  article  intended  for  use  as  a  beverage.    (T.  D.  2559;  Oct.  26,  1917. > 

Incoxne  tax — Deduction  of  losses. 

Di£ference  between  losses  ''incurred  in  his  business  or  trade*'  and  losses  ''in 
transactions  entered  into  for  profit  but  not  connected  with  his  business  or  trade " 
is  illustrated  by  difference  between  definitions  of  "avocation"  and  "vocation"; 
losses  under  former  come  under  the  head  of  vocation,  while  those  under  latter  come 
under  head  of  avocation;  losses  under  latter  head  may  be  deducted  to  amount  not 
exceeding  profits  arising  from  transactions  under  that  head.    (T.  D.  2690;  art..  8.) 

TBADB  AOCBPTANCBS. 
Stamp  taxes. 

The  rule  that  the  stamp  tax  on  drafto  and  checks  imposed  by  Schedule  A,  of 
Title  VIII,  of  the  act  of  October  3,  1917,  attaches  to  drafts  or  checks  at  the  time  of 
delivery,  if  delivered  within  itie  territorial  jurisdiction  of  the  United  States  and 
expressed  to  be  payable  otherwise  than  at  si^ht  or  on  demand,  but  not  to  drafts  or 
checks  not  yet  delivered  or  delivered  in  a  foreign  country  or  expressed  to  be  payable 
at  sight  or  on  demand,  is  applicable  to  trade  acceptances  as  defined  by  the  regula- 
tions of  the  Federal  Reserve  Board.    (T.  D.  2682;  Mar.  26,  1918.) 

TBADE  BBANDS. 

See  ''Marks  and  Brands.' ' 

TBADB  DI8COTTNTS. 
Bxeise  taxes — ^Deduction. 

A  discount  for  cash  or  other  discount  made  subsequently  to  sale  can  not  be  de- 
ducted in  computing  price  for  purpose  of  tax  imposed  by  section  600  of  the  act  of 
October  3,  1917.    (T.  D.  2719;  Art.  III.) 

TBADE-HABJCS  AND  TBADB  NAHBS. 

Bxcess  profits  tax — ^Invested  capital. 

The  term  'other  intangible  property,' '  as  used  in  section  207  of  the  act  of  Octo- 
ber 3,  1917,  construed  to  mean  property  of  character  similar  to  good  will,  trade- 
marks, and  other  specific  kinds  of  property  enumerated  in  same  clause.  (T.  D. 
2694;  art.  47.) 

If  «)od  will,  trade-marks,  trade  brands,  franchises  of  a  corporation  or  partnership, 
or  otner  intangible  property  has  been  purchased  with  stocK  or  shares  issued  prior 
to  March  3, 1917,  amount  that  may  be  included  in  invested  capital  must  not  exceed 
20  per  cent  of  par  value  of  total  stock  or  shares  outstanding  on  that  date,  nor  actual 
value  of  asset  at  date  acquired,  nor  par  value  of  stock  issued  in  payment  for  the 
asset.     (T.  D.  2694;  art.  67.) 

Subject  to  limitations  stated  invested  capital  of  individual  is  measured  by  total 
of  actual  crash  paid  into  trade  or  business,  tangible  property  paid  into  trade  or  busi- 
ness, patents  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises, 
and  other  taimble  property.    'T.  D.  2694;  art.  66.) 

Patents  and  copyrights,  and  good  will,  trade-marks,  trade  brands,  franchises  and 
other  similar  intangible  assets  may  be  included  in  invested  capital  at  value  not  to 
exceed  actual  cash  paid  therefor,  or  actual  cash  value  at  time  of  payment  of  tangi- 
ble property  paid  therefor,  but  only  if  bona  fide  payment  was  made  therefor  spe- 
cifically as  such  in  cash  or  tangible  property.    (T.  D.  2694;  art.  68.) 

Bxeise  taxes— Medicinal  preparations. 

Tax  imposed  by  section  600  (h)  of  the  act  of  October  3, 1917,  is  2  Tp^et  cent  of  the 
price  for  which  all  medicinal  preparations,  compounds,  or  compositions  whatso- 
ever are  sold  by  the  manufacturer;  provided  that  they  are  prepared,  uttered, 
vended,  or  exposed  Iqt  sale  under  any  letters  patent  or  trade-mark.  (T.  D.  2719; 
Art.  XIX.) 
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Bzdse  taxes— Xedidzial  preparations— Continued. 

Every  medicinal  preparation,  compound,  or  composition  embraced  within  ons 
or  more  of  the  subdiviBioiiB  in  Article  XIX  of  Regulations  No.  44  is  subject  to  tax; 
if  article  is  made  <Nr  prepared  by  manufacturer  claiming  to  have  private  fonnula, 
secret  or  occult  art  for  it,  it  is  taxable  even  though  it  is  not  prepared,  uttered, 
vended,  or  exposed  for  sale  under  any  letters  patent  or  trade-mark,  and  it  is  not 
held  out  or  recommended  to  public  as  proprietary  medicine  or  medicinal  proprie- 
tfljry  article  or  preparation  or  as  a  remedy  or  specific  for  any  disease  or  affection  of 
the  human  or  animal  body.    (T.  D.  2719;  Art.  XX.) 

Preparations  made  in  accordance  with  formulas  contained  in  United  States 
Pharmacopoeia  and  National  Formular^^  by  pharmaceutical  manufacturers,  when 
not  held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary 
articles  or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so 
held  out  or  recommended  they  are  taxable  although  not  identified  by  any  name, 
trade-mark,  or  otherwise.    (T.  D.  2719;  Art.  XX.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3,  1917,  a  manufac- 
turer or  producer  is  a  person  who  preimres  an  article  or  has  it  prepared  and  sells  it, 
and  who  identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name, 
or  by  other  means,  or  holds  out  or  recommends  the  article  as  a  proprietarv  medicine 
or  a  medicinal  proprietary  article  or  preparation,  or  as  a  remedy  or  specific.  (T.  D. 
2719;  Art.  XXI.) 

If  article  or  its  container  has  on  it  both  a  trade-mark  or  trade  name  of  one  manufac- 
turer, and  the  individual  or  business  name  of  another,  the  owner  of  fhe  trade-mark 
or  trade  name  will  be  deemed  the  manufacturer;  if  tne  article  or  its  container  has 
on  it  both  the  commercial  name  of  the  article  and  an  individual  or  business  name, 
the  latter  will  be  deemed  to  designate  the  manufacturer.    (T.  D.  2719;  Art.  XXI.) 

Taxability  of  medicinal  preparation  under  section  600  (h)  of  the  act  of  October 
3, 1917,  is  determined  by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it 
is  put  upon  the  market;  if  article  is  advertised  under  name  or  trade-mark  of  manu- 
facturer, or  any  name  in  possessive  case  is  used  on  label  or  on  literature  describing 
medicinal  preparation,  or  name  of  manufacturer  is  made  part  of  name  or  title,  or  anv 
intimation  is  otherwise  given  that  article  is  of  distinctive  origin,  tax  is  imposed; 
where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intended 
to  be  a  trade-mark  appropriated  to  the  article,  the  tax  attaches.  (T.  D.  2719;  Art. 
XXII.) 

Boric  acid  when  sold  under  a  trade-mark  as  a  medicinal  preparation  is  taxable 
under  section  600  (h)  of  act  of  October  3, 1917.    (T.  D.  2719;  Art.  XXII.; 

Licorice  put  up  in  sticks,  lozengers,  or  in  other  forms  suitable  for  medicinal  pur- 
poses and  sold  under  a  trade-mark  is  subject  to  the  tax  imposed  by  section  600  (h) 
of  tho  act  of  October  3, 1917.     (T.  D.  2719;  Art.  XXIII.) 

Name,  initials,  or  monogram  of  manufacturer  printed  on  label  of  medicinal 
preparation,  so  as  to  be  practically  a  part  of  the  name  of  the  preparation,  is  not  of 
Itself  a  trade-mark  under  section  600  (h)  of  the  act  of  October  3,  1917.  (T.  D. 
2785;  Jan.  23,  1919.) 

Autographic  name  of  manufacturer  of  medicinal  preparation  printed  acroes  mid- 
dle of  label  is  not  a  "trade-mark"  under  section  600  (h)  of  the  act  of  October  3, 
1917.    (T.  D.  2785;  Jan.  23,  1919.) 

Cbined  name  used  for  a  particular  medicinal  preparation,  to  distinguish  it  from 
same  or  like  preparations  of  other  manufacturers,  is  a  "trade-mark''  under  section 
600  (h)  of  the  act  of  October  3,  1917.    (T.  D.i2785;  Jan.  23, 1919.) 

Income  taxes — Deductions  for  depreciation. 

No  deduction  will  be  allowed  for  depreciation  of  trade-marks  and  trade  brands; 
if  such  assets  shall  have  been  purchased  at  a  determined  price  and  shall  be  later  sold 
at  a  price  less  than  cost  or  less  than  their  determined  fair  market  value  as  of  March  1, 
1913,  if  acquired  prior  to  that  date,  amount  by  which  selling  price  is  less  than  cost 
or  value,  as  case  may  be.  will  be  loss  deductible  from  gross  income  of  year  in  which 
such  assets  were  sold.    (T.  D.  2690;  art.  168.) 

- —  Gross  income. 

Stock  dividends  declared  from  eamings  or  profits  accrued  prior  to  March  1,  1913, 
or  from  surplus  created  by  revaluation  of  capital  assets,  or  from  placing  value  upon 
trade-marks,  good  will,  etc.,  do  not  represent  distribution  of  earnings  or  profits  subiect 
to  tax  in  hands  of  shareholders;  when  stock  received  in  payment  of  such  dividena,  or 
stock  in  respect  of  which  any  such  dividend  was  paid,  is  sold,  cost  of  each  share  of 


Digitized  by  VjOOQ iC 


TBADIKG  STAMPS — TBANSFEBS,  699 

Incoxne  taxes — Continued. 

Gross  income — Continued. 

stock,  whether  new  or  old,  for  purpose  of  ascertaining  gain  or  loss  from  sale,  is  quotient 
of  cost  of  old  stock,  if  acquired  on  or  after  March  1, 1913,  or  its  fair  market  price  or  value 
as  of  that  date  if  acquired  prior  thereto,  divided  by  the  number  of  old  and  new  share 
added  together,  and  pront  so  ascertained  is  income  subject  to  both  normal  and 
additional  tax,  to  be  accounted  for  in  shareholder's  return  for  year  in  which  sale 
is  made.    (T.  D.  2734;  June  17,  1918.) 

TBABING  STAMPS. 

Income  taxes — ^Deduction  of  expenses. 

Corporations  which  issue  trading  stamps,  coupons,  etc.,  for  purpose  of  increasing 
business,  which  stamps  or  coupons  are  redeemable  in  merchancuse,  may  deduct, 
as  business  expense,  amount  which  such  corporation  actually  expend  for  such 
stamps  or  coupons,  and  also  actual  cost  of  merchandise  given  m  reaeeming  same. 
(T.  D.  2690;  art.  141.) 

TBADZNG  WITH  ENEMY  ACT. 

Income  tax  returns — Extension  of  time. 

Extension  of  time  granted  for  such  period  as  may  be  necessary,  not  exceeding 
90  days  after  proclamation  by  President  of  end  of  war  with  Germany,  for  filing  re- 
turns of  income  for  1917  and  subsequent  years,  under  sections  6  (c),  8  (b)  (c),  and  13 
go  (c),  of  act  of  September  8,  1916,  as  amended,  and  under  war  income  tax  act  of 
ctober  3, 1917,  by  or  for  enemies  or  allies  of  enemies,  as  defined  by  section  2  of  the 
trading  with  the  enemy  act  of  October  6,  1917^  not  holding  license  granted  under 
such  act;  return  of  information  required;  duties  of  persons  controlling  money  or 
property  for  any  such  enemy  or  ally  of  enemy.    (T.  D.  2673;  Mar.  18, 1918.) 

Stamp  taxes. 

Conveyance  of  realty  to  Alien  Property  Custodian  in  compliance  with  demand 
made  by  him  under  trading  with  the  enemy  act  of  October  6,  1917,  as  amended, 
is  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  VIII  of  act  of  October 
8,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 

Transfer  to  Alien  Property  Custodian  of  shares  or  certificates  of  stock  in  com- 
pliance with  demand  made  oy  him  under  the  trading  with  the  enemy  act  of  Octo- 
Der  6,  1917,  as  amended,  is  not  subject  to  stamp  tax  imposed  by  Schedule  A  of 
Title  VIII  of  act  of  October  8, 1917.    (T.  D.  2786;  Jan.  29, 1919.) 

Conveyance  by  Alien  Property  Custodian  of  realty  sold  by  him  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6,  1917,  as  amendea. 
is  not  subject  to  stamp  tax  imposed  by  Schedule  A  of  Title  YIIl  of  the  act  oi 
October  3,  1917.    (T.  D.  2786;  Jan.  29,  1919.) 

Sale  by  Alien  Property  Custodian  of  shares  or  certificates  of  stock,  under  authority 
of  section  12  of  the  trading  with  the  enemy  act  of  October  6,  1917,  as  amendea, 
his  agreement  so  to  sell,  and  his  transfer  of  l^eal  title  to  certificates  or  shares  so 
sold,  are  not  subject  to  stamp  tax  imposed  by  ochedule  A  of  Title  VIII  of  the  act 
of  October  3, 1917.    (T.  D.  2786;  Jan.  29, 1919.) 

TBANSFBBS. 

See  "Sales." 

Capital  stoek— -Stamp  taxes. 

Surrender  of  stock  of  consolidating  corporations,  in  exchange  for  stock  of  the  con* 
Bolidated  corporation,  is  not  a  taxable  transfer  under  act  October  3,  1917.  (T.  D. 
2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  stock  to  or  from  voting  trustees  or  other  trustees,  to  transfer  of  voting-trust  cer- 
tificates, to  transfer  of  snares  in  so-called  Massachusetts  trusts  and  other  unincor- 
porated associations,  to  transfer  of  right  to  receive  a  stock  dividend  already  de- 
clared, and  to  transfer  of  interest  of  a  subscriber  for  stock,  however  such  interest 
may  be  evidenced  or  conditioned  upon  further  payments.  (T.  D.  2762;  Aug.  14, 
1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  attaches  to  sales 
or  transfers  of  stock,  whether  or  not  represented  by  certificates.  (T.  D.  2752; 
Aug.  14,  1918.) 
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Capital  stodc — Stamp  taxes — Continued. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  iasue  of 
preferred  and  conunon  stock,  whether  or  not  exchanged  for  old  stock,  upon  reozgani- 
zati  m  of  corporation  under  section  24  of  the  New  York  stock  corporation  law  for 
purpose  of  issuing  stock  without  par  value,  but  tax  on  transfers  of  stock  is  inappli- 
cable to  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such  reoigani- 
zation.    (T.  D.  2762;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  capital  stock  does  not  apply 
to  surrenaer  of  certificates  in  exchange  for  other  certificates  representing  same  or 
new  stock,  provided  they  are  issued  to  the  same  holder,  nor  does  it  apply  to  sur- 
render of  stock  certificates  for  retirement  and  redemption  for  cash;  u,  however, 
corporation  buys  some  of  its  own  stock  and  transfers  it  to  itself,  whether  or  not  it 
intends  eventually  to  cancel  it,  transfer  is  subject  to  tax.  (T.  D.  2752;  Aug.  14, 
1918.) 

Tax  imposed  by  act  October  3, 1917.  on  transfer  of  cap|ital  stock  does  not  apply  to 
transfer  ot '  'rights"  to  subscribe  for  stock  prior  to  exercise  of  the  right  and  actual 
subscription.    (T.  D.  2752;  Aug.  14, 1918.) 

Tax  imposed  by  act  October  3,  1917,  on  transfers  of  stock  does  not  attach  to  ex- 
change of  stock  certificates  of  merged  corporation  for  stock  certificate  of  mer|^;ing 
corporation  at  the  time  and  as  part  of  the  merger  of  trust  companies  under  sections 
487-496  of  the  New  York  banking  law,  nor  to  substitution  of  new  certificates  for 
certificates  representing  old  stock  of  the  meiging  corporation.  (T.  D.  2752;  Aug.  14, 
1918.) 

W^icre,  as  under  section  15  of  the  New  York  stock  corporation  law,  providing 
for  merger  of  ordinary  corporations,  acauisition  of  stock  of  corporation  to  be  mei^a 
is  condition  precedent  to  merger,  transfer  of  such  stock  to  meiging  corporation  prior 
to  actual  mei^r  ia  taxable  under  act  October  3, 1917.     (T.  D,  2752;  Aug.  14, 1918.) 

Tax  imposed  b;y  act  October  3,  1917,  on  transfer  of  capital  stock  is  measured,  not 
by  amount  paid  in,  on,  or  for  the  stock,  but  by  the  face  or  par  value,  in  tibe  case  of 
shares  having  a  face  or  par  value,  and  by  the  actual  value  determined  by  the  market 
price  or  otherwise  in  case  of  shares  having  no  face  or  par  value  but  an  actual  value 
m  excess  of  $100  a  share.    (T.  D.  2752;  Aug.  14,  1918.) 

Decedent's  estate. 

See  *' Estate  Tax";  ** Inheritance  Taxes." 

Definition. 

The  word  * 'transfers"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  trantafers  of  shares  of  stock  and  like  securities,  includes  all  sales,  agree- 
ments to  sell,  memoranda  of  sales,  and  all  deliveries  or  transfers  of  legaX  title,  except 
as  otherwise  specifically  provided  in  such  regulations.    (T.  D.  2608;  Nov .  80, 1917.) 

Shares  of  stock  and  like  securities — Afflxing  and  canceling:  stamps. 

Stamp  must  be  affixed  to  bill,  memorandum,  or  agreement  to  sell,  where  transfer 
is  effected  by  delivery  of  certificate  of  stock  assigned  in  blank;  in  case  change  of 
ownership  is  by  transfer  of  certificate  of  stock,  stamp  shall  be  affixed  to  the  certificate; 
in  case  evidence  of  transfer  is  shown  only  by  books  of  company,  stamp  shall  be  placed 
upon  the  books;  in  all  other  cases  pavment  shall  be  evidenced  by  affixing  stamp 
upon  memorandum  or  agreement  of  sale  to  be  delivered  bv  the  seller  to  the  buyer; 
manner  of  canceling  stamps  stated.     (T.  D.  2608;  Nov.  30, 1917.) 

Exempt  transactions. 

No  tax  is  imposed  upon  agreement  evidencing  deposit  of  stock  certificates  as 
collateral  security,  nor  upon  deliveries  or  transfers  to  broker  for  sale,  nor  upon 
deliveries  or  transfers  by  broker  to  customer,  provided  such  deliveries  or  tramaers 
shall  be  accompajiied  by  certificate  setting  forth  the  facts,  nor  upon  transfers  or 
deliveries  to  clearing  house  for  sole  purpose  of  clearing  or  adjusting  accounts  between 
members;  no  by-law  or  custom  of  any  exchange  or  similar  institution,  nor  any  col* 
lateral  or  additional  agreement  or  understanding,  inconsistent  or  in  conflict  with  any 
requirement  of  the  act  of  October  3,  1917,  or  of  Regulation  No.  40,  Part  1,  flhall 
exempt  any  person  from  the  payment  of  the  tax.    (T.  D.  2608;  Nov.  30,  1917.) 

^ —  Memorandum  of  sale. 

Persons  selling  or  agreeing  to  sell  stocks  required  to  deliver  to  buyer  a  numbered 
memorandum  ot  sale,  or  agreement  to  sell,  signed  by  principal  or  his  agent,  idiowing 
date  of  transaction,  names  of  parties,  shares  of  stock  to  whicn  it  relates,  number  and 
price  of  shares,    (t.  D.  2606;  Nov.  30,  1917.) 
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Shares  of  stock  and  like  securities — Continued. 

Bate  of  taxation. 

In  the  case  of  aharee  or  certificates  of  stock  having  a  face  or  par  value,  amount  of 
tax  ahall  be  based  upon  total  face  value  of  shares  involved,  ana  shall  be  at  rate  of  2 
cents  for  each  $100  of  such  total  face  value  or  friction  thereof,  whether  such  aggregate 
face  value  is  greater  or  less  than  $100.    (T.  D.  2608;  Nov.  30, 1917.) 

Becords. 

Persons  engaged  in  business  of  bu^^g.  selling,  or  transferring  shares  of  stock, 
required  to  keep  record  showing  specified  items  of  information;  form  of  record  re- 
quired.   (T.  D.  2608;  Nov.  30,  1917.) 

Registration. 

Relation  No.  40,  Part  1,  requires  a  statement  of  registration  by  persons,  cor- 
porations, etc.,  engaged  in  negotiating,  makine,  or  recording  aedes  or  transfers  of 
shares  of  stock  ana  other  Uke  securities;  record  of  statement  of  registration  to  be 
kept  by  collector  who  must  issue  certificate  of  registration  to  be  posted  in  place  of 
business.    (T.  D.  2608;  Nov.  30, 1917.) 

Betums. 

Clearing  houses  and  persons  engaged  wholly  or  partly  in  buying,  selling,  or  trans- 
ferring shares  of  stock,  required  to  make  returns  showing  specined  data  ana  informa- 
tion;  substitute  returns.    (T.  D.  2608;  Nov.  30,  1917.) 

Stamp  sales. 

Stamps  shall  be  sold  only  by  collectors,  their  deputies,  an  assistant  treasurer,  or 
other  des^ated  United  States  depositary;  State  agents  requisitions  for  stamps; 
records;  kind  and  color  of  stamps.    (T.  D.  2741;  June  25,  1918.) 

TBANSPOBTATION. 

Alcohol — Losses  In  transit. 

Tanks  and  tank  cars  used  in  shipment  of  alcohol  to  denaturing  bonded  ware- 
houses required  to  be  secured  with  certain  seal  locks,  and  vents  or  removable  por- 
tions of  car  not  so  locked  must  be  wired  and  sealed  with  ''Tyden''  sw^,  consecu- 
tively numbered,  etc.;  certificates  and  monthly  reports  of  gangers;  necessary  that 
locks  and  seals  be  intact  in  order  to  secure  allowance  for  losses  in  transit.  (T.  D. 
2746;  July  10,  1918.) 

Alcoholic  liquors  shipped  into  '<dry''  territory. 

Instruction  to  revenue  officers  as  to  duties  in  connection  with  shipments  in  viola- 
tion of  section  240  of  the  Criminal  Code;  description;  baggage;  interstate  shipments; 
seizures;  reports.    (T.  D.  2437;  Jan.  19,  1917.) 

Distilled  spirits— Export. 

Alcohol  or  other  distilled  spirits  of  not  lees  than  180^  proof  may  be  drawn  from 
receiving  cisterns  at  any  distillery  or  from  storage  tanks  in  distillery  warehouse  into 
tanks  or  tank  cars  for  export  from  United  States.    (T.  D.  2368;  Sept.  11,  1916.) 

Monthly  report  of  spirits  withdrawn  from  receiving  cisterns  required  to  be  made 
on  supplemental  Form  94A;  contents.     (T.  D.  2368;  Sept.  11,  1916.) 

Bonded  carriers  to  which  shipments  of  spirits  in  tanks  or  tank  cars  are  delivered 
for  transportation  for  export  required  to  procure  certain  seals  for  securing  cars  for  use 
until  such  time  as  Commissioner  of  Internal  Revenue  may  adopt  a  suitable  seal; 
ordering,  numbering,  and  affixing  of  seals;  duty  of  collector  of  customs  where  seals 
are  found  to  be  intact  at  frontier  point;  duties  of  customs  inspector  where  seals  are 
found  to  be  broken  or  tampered  ^ath.    (T.  D.  2368;  Sept.  11,  1916.) 

Each  tank  or  tank  car  \sall  be  regarded  as  an  original  package,  and  an  export  stamp, 
to  be  procured  by  the  shipper,  will  be  affixed  to  each  such  tank  or  tank  car.  (T.  6. 
2368;  Sept.  11, 1916.) 

Applications  for  withdrawal  of  alcohol  or  other  distilled  spirits  for  exportation  in 
tanks  or  tank  cars  and  bonds  covering  tax  on  spirits  to  be  ¥dthdrawn  will  be  same 
as  for  spirits  contained  in  original  packages,  except  that  in  distributing  the  spirits 
the  serial  number  of  the  storage  tank  wilT  be  given,  or  if  withdrawal  is  to  be  made 
direct  from  receiving  cistern  apphcation  and  bond  will  so  state.  (T.  D.  2368; 
6ept.  11.1916.) 
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Distilled  spirits — Export — Continued. 

When  alcohol  or  other  distilled  spirits  are  to  be  withdrawn  from  distillery  bonded 
warehouse  free  of  tax  for  export  in  tanks  or  tank  cars,  metal  storage  taokB  must  be 
provided  in  such  warehouse  to  be  constructed  and  arranged  with  proper  pipe  con- 
nections and  suitable  weichin^  tanks,  as  prescribed  in  lU^lationB  No.  30;  when 
withdrawals  are  to  be  made  direct  from  receiving  cisterns  into  tanks  or  tank  cars, 
storage  tsuiks  need  not  be  provided  in  such  warehouse,  in  which  case  the  weighing 
tanks  will  be  located  in  the  distillery  cistern  room.    (T.  D.  2368;  Sept.  11,  1916.) 

Exportation  of  alcohol  or  other  distilled  spirits  in  tanks  or  tank  cars  reetricted  to 
shipments  by  railroad  destined  for  points  m  contiguous  foreign  territory.  (T.  D. 
2368;  Sept.  11,  1916.) 

Gauffers  required  in  makine  up  Form  59,  rei>orting  spirits  withdrawn  from  ware- 
house for  exi)ort  upon  original  gauge  to  enter  in  proper  columns  complete  data  as 
to  each  package  appearing  in  Forms  59  reporting  the  entry  gauge:  when  such  ^irits 
are  shipped  for  export  in  cars  sealed  with  ''U.  S.  C.  in  bond,"  seals,  gauger  will  pre- 
pare separate  Form  59  for  packages  shipped  in  each  car,  and  serial  numberB  of  seals 
will  also  be  stated  in  Form  206,  together  with  serial  numbers  of  packages;  bills  of 
lading  for  each  car  required  to  have  seal  numbers  noted  thereon.  (T.  D.  2473;  Apr. 
2,  1917.) 

Forfeiture  of  vehicle  used. 

Nonparticipation  of  owner  of  automobile  in  its  use  in  transporting  distilled 
spirits  upon  which  the  tax  had  not  been  paid  is  no  bar  to  proceedmg  in  rem  for  its 
forfeiture.    (T.  D.  2776;  Dec.  11,  1918.) 

— —  Xioss. 

Claims  for  remiflsion  of  tax  on  spirits  lost  in  transit  for  exx>ort  not  required  wh^^ 
spirits  are  shipped  in  sealed  cars  and  the  seals  on  arrival  of  cars  are  found  intact, 
and  where  loss  reported  does  not  exceed  4  wine  gallons  as  to  any  one  package,  pro- 
vided average  loss  does  not^  exceed  2  wine  gallons  per  package  as  to  all  packages 
gauged;  req^uisites  of  application  for  rehef  where  loss  reported  exceeds  amount 
stated;  certificate  setting  forth  whether  spirits  were  insured  in  excess  of  market 
value  thereof  exclusive  of  tax;  regulations  ap]^licable  to  spirits  lost  wheA  shipped 
in  unsealed  cars,  except  that  loss  in  excess  ot  1  proof  gallon  per  package  will  be 
regarded  in  such  cases  as  excessive.    (T.  D.  2461;  Mar.  16,  1917.) 

Estate  taxes. 

Ruling  that  local  agent,  representative,  etc.,  may  not  release  to  foreign  administrator 
or  executor  or  foreign  beneficiary  any  property  within  this  country  at  time  of  dece- 
dent's death  until  either  tax  due  has  been  paid  or  ancillary  letters  have  been  taken 
out  or  otherwise  provision  has  been  made  for  satisfaction  of  tax  lien  does  not  apply 
to  carriers  of  property  of  nonresident  decedent  while  such  property  is  in  their  duuge 
for  purpose  of  transit.     (T.  D.  2454;  Feb.  28,  1917.) 

Excise  taxes — ^Boats. 
See  *•  Excise  Taxes." 

Freight  charges. 

if  articles  are  sold  at  factory  and  freight  charges  to  point  of  delivery  are  paid  by 
buyer  as  specific  item,  or  if  they  are  sold  deUvered  at  sum  less  frcdght  chaigee  to 
be  paid  by  purchaser,  such  charges  need  not  be  included  as  part  of  price  of  goods; 
but  if  manufacturer  sells  goods  at  delivered  price  and  himself  pays  the  freifi^t,  he 
may  not  make  any  deduction  on  account  of  inclusion  in  price  of  freight  cSarges. 
(T.  D.  2719;  Art.  III.)  .-«-,» 

Excursion  boats— Admission  charges  to  dances. 

(  barges  of  excursion  boats  providing  opportunity  for  dancing  are  subject  to  tax 
imposed  by  section  700  of  act  of  October  3,  1917,  where  sudi  diarges  exceed  the 
usual  or  reasonable  rates  for  transportation  furnished.    (T.  D.  2681;  Mar.  26,  1918.) 

Income  taxes — ^Information  as  to  freight  bills. 

Bills  paid  for  freight  do  not  require  reports  of  information.  (T.  D.  2670;  Mar.  11, 
1918.) 

Karcotics. 

Wlien  sale  of  express  or  freight  package  containing  narcotic  drugs  is  to  be  made, 
collector  of  district  should  be  notified  sufficient  lenfui  of  time  in  advance  to  permit 
detail  by  him  of  officer  to  inspect  packages  and  identify  such  as  contain  narcotic 
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drugs;  revenue  officer  muBt  be  present  at  sale  to  see  tibat  packages  are  sold  to  those 
persons  only  who  are  registered  under  Federal  law  or  to  officers  of  Federal,  State,  or 
municix>al  Governments  exempt  from  its  provisions;  purchaser  must^at  time  of 
purchase  make  supplemental  inventory  in  duplicate  of  drugs  comine  into  his  pos- 
session, he  to  retain  ori^^nal  for  file  with  his  order  forms  and  forward  duplicate  to 
collector  who  is  required  to  notify  Internal  Revenue  Bureau  when  such  transac- 
tions take  place  and  furnish  name  and  address  of  purchaser.)  (T,  D.  2712:  May  13, 
1918.) 

Stamp  taxes— Drafts  with  bUls  of  lading  attached. 

Ordinary  sight  draft  with  bill  of  lading  attached  is  not  taxable,  but  draft  expressed 
to  be  payable  at  sight '  'on  arrival  of  car,  ''or  containing  memorandum  to  hold  until 
arrival  of  car  is;  si^t  draft  accompanied  by  instructions  outside  the  instrument,  as 
''Do  not  present  until  arrival  of  car/'  or  some  sudi  memorandum,  is  not  taxable. 
(T.  D.  2682;  Mar.  26,  1918.) 

Because  of  the  constitutional  restriction  that  no  tax  or  duty  shall  be  laid  on 
articles  exported  from  any  State,  drafts  with  bills  of  lading  attached  covering  goods 
in  course  of  exportation  are  not  subject  to  the  tax.    (T.  D.  2682;  Mar.  26, 1918.) 

Passage  tickets. 

Passage  tickets  sold  in  United  States  from  Hongkong  to  Vancouver,  not  sold  as 
put  of  round-trip  or  through  ticket  from  a  port  in  the  United  States,  Canada,  or 
Mexico,  are  not  subject  to  stamp  tax  imposed  by  section  807,  Schedule  A,  para- 
graph 10,  act  of  October  3,  1917.     (T.  D.  2795;  Feb.  26.  1919.) 

Passage  tickets  issued  to  United  States  Government  and  foreign  Govammeot 
officials,  employees,  and  military  and  naval  forces,  as  well  as  officials  of  States  and 
their  political  subdivisions,  traveling  in  course  of  duty  on  vessels  operated  pri- 
vately or  by  any  Government,  are  not  subject  to  stamp  tax  imposed  by  subdivision 
10  of  Schedule  A.  section  807,  of  act  of  October  3,  1917;  passage  tickets  issued  to 
private  individuals,  traveling  on  vessels  operated  privately  or  by  any  Government 
are  taxable.     (T.  D.  2676;  ^lar,  18, 1918.) 

Stamp  tax  provided  for  by  subdivision  10  of  Schedule  A,  section  807,  of  act  of 
October  3, 1917,  is  imposed  on  cost  of  a  one-way  or  round-trip  ticket  for  each  nassen- 
ger  sold  or  issued  in  United  States  for  passage  by  any  vessel  from  port  in  United 
States,  Canada,  or  Mexico,  to  port  or  place  not  in  United  States,  Canada,  or  Mexico, 
provided  cost  of  vessel's  proportion  exceeds  $10;  if  passage  be  paid  on  through, 
one-way,  or  rotmd-trip  ticket,  involving  transportation  partly  by  rail  and  partly 
by  water,  tax  applies  to  that  proportion  of  amount  paid  which  accrues  to  vessel; 
table  showing  vessel's  proportion  of  selling  price-  of  each  ticket.  (T.  D.  2676: 
Mar.  18,  1918-) 

Passage  tickets  issued  to  United  States  Government  and  foreic:n  government 
officials,  employees^  and  military  and  naval  forces,  as  well  as  officials  of  States  and 
their  political  subdivisions,  traveling  in  the  course  of  their  duty  on  vessels  operated 
privately  or  by  any  government  are  not  taxable;  passage  tickets  issued  to  private 
mdividuals  traveling  on  vessels  operated  privately  or  by  any  government  are  tax- 
able.    (T.  D.  2676;  Mar.  18,  1918.) 

Taxes  on  passage  tickets  must  be  paid  in  adhesive  internal-revenue  stamps,  to  be 
furnished  by  purchasers;  such  stamps  must  be  affixed  to  the  portion  of  the  ticket 
or  on  the  order,  covering  the  vessel  passage,  and  "the  person,  corporation,  partner- 
ship, or  association  using  or  affixing  the  same  shall  write  or  stamp  or  cause  to  be 
written  or  stamped  thereupon  the  imtials  of  his  or  its  name  and  the  date  upon  which 
the  same  is  attached  or  used."     (T.  D.  2676;  Mar.  18,  1918.) 

Wines. 

Shipper  required  to  make  bill  of  lading  in  triplicate,  two  copies  to  be  filed  with 
collector  of  district  from  which  wines  are  shipped,  with  uncanceled  stamps  of 
required  denominations  affixed  to  one  of  such  copies;  bill  of  lading  to  which  un- 
canceled stamps  are  attached  will  then  be  checked  with  maker 's  or  dealer 's  monthly 
statement,  ana,  together  with  uncanceled  stamps,  will  be  forwarded  by  collector  by 
registered  mail  to  Commissioner  of  Internal  Revenue  at  close  of  each  month;  col- 
lector required  to  mail  one  copy  of  bill  of  lading  to  collector  of  district  to  which 
tank  cars  are  conaiffned,  notine  thereon  that  appropriate  stamps  have  been  received 
in  his  office,  and  third  copy  of  bill  will  be  sent  by  shipper  to  consignee  after  noting 
thereon  that  appropriate  stamps  were  forwarded  to  collector's  office;  collector  of 
district  to  whicn  cars  are  consigned  will  see  that  they  are  not  released  to  consignee 
until  he  has  received  copy  of  oill  of  lading  duly  certified  by  collector  of  district 
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from  which  shipped,  stating  that  prober  stamps  have  been  received  in  his  oflBce; 
label  to  be  affixed  to  car  wiU,  in  aadition  to  prescribed  marks,  contain  words  "Tax 
paid' ';  shipments  whether  in  bond  or  tax  paid  will  be  reported  as  separate  items  on 
Form  701  or  702,  as  case  may  be;  wine  shipped  to  other  than  bonded  preoiiBes  on 
which  tax  has  not  been  paid  by  stamp  win  be  seized  and  shipper  thereof  wili  be 
prosecuted  under  provisions  of  paragraph  (f)  of  section  402  of  tne  act  of  September 
8,  1916.     (T.  D.  2474;  Apr.  4,  1917.    T.  D.  2555;  Oct.  25,  1917.) 

Untax-paid  wines  can  be  lawfully  shipped  only  from  and  to  bonded  premises. 
(T.  D.  2387;  Oct.  30,  1916.) 

Wines  in  transit  September  8,  1916,  should  be  so  inventoried  by  both  shipx>er 
and  receiver,  tax  in  such  cases  to  be  assessed  against  shipper,  but  abated  if  iMda  by 
receiver.    (T.  D.  2387;  Oct.  80,  1916.) 

In  case  of  shipment  of  wines  free  of  tax  from  bonded  premises  established  under 
section  402  of  act  of  September  8,  1916,  to  bonded  manufacturi^  warehouse  to  be 
manufactured  into  articles  for  export,  proprietor  must  execute  Form  703  in  quad- 
ruplicate; on  arrival  of  wines  at  port  of  entry  manufacturer  will  report  same  to  col- 
lector of  customs,  who  will  cause  wines  to  be  inspected  and  gaugea  and  will  certify 
receipt  of  wines  on  blue  Form  703,  returning  one  blue  copy  to  collector  of  internal 
revenue  and  sending  other  to  Commissioner;  separate  transportation  bond  covering 
tax  on  wines  need  not  be  executed;  credit  given  bond  (Form  699  or  699 A)  on  receipt 
of  certificate  by  collector  of  internal  revenue  from  collector  of  customs.  (T.  D. 
2738;  June  20, 1918.) 

TRANSPOBTATION  TAX. 
Adjustment  of  taxes. 

Officers,  agents,  and  other  employees  of  carriers^  authorized,  in  adjusting  over- 
charges and  undercharges,  to  aajust  taxed  accordingly;  adjustment  of  tax  where, 
i^ter  collection  of  chaise  and  tax,  it  is  claimed  that  charge  is  entitled  to  exemption, 
not  authorized;  all  adjustments  must  be  recorded  and  reported  and  must  be  sui>- 
ported  by  such  evidences  as  will  substantiate  correctness  thereof,  whidi  evidences 
must  be  kept  in  respective  offices  through  which  adjustments  are  made.  (T.  D. 
2676;  Mar.  18, 1918.) 

Charges  taxable— Fractional  part  of  cent. 

In  computing  amount  of  tax  to  be  paid  under  section  500  of  the  act  of  October  3. 
1917,  a  fractional  part  of  a  cent  shall  be  disregarded  unless  it  amounts  to  one-half 
cent  or  more,  in  \mich  case  it  shall  be  increased  to  1  cent;  no  tax  shall  anpiy  to 
any  consignment  of  freight,  the  charges  for  which  are  16  cents  or  less.  (T.  D.  2676; 
Mar.  18,  1918.) 

■ Oeneral  rule. 

Charges  in  respect  of  which  taxes,  under  subdivisions  (a),  (b),  (c),  and  (d)  of  eeo- 
tion  500  of  the  act  of  October  3, 1917,  must  be  assessed  are  all  chafes  for  transporta- 
tion collected  under  tariffs  filed  or  concurred  in  by  carrier  making  chaijges  with  a 
Federal  or  State  regulating  authority,  provided,  however,  that  if  a  carrier  has  not 
filed  or  concurred  in  such  tariffs,  all  charges  collected  by  such  carrier  for  transporta- 
tim  are  taxable.     (T.  D.  2676;  Mar.  18,  1918.) 

Collection  of  charges — Becords. 

Records  of  carriers  shall  be  ho  kept  as  to  show  application  of  tax  imposed  by  sec- 
tion 500  of  the  act  of  October  3^  1917,  to  each  consignment  of  property,  tickets  sold, 
fare  collected,  or  other  individual  transaction;  should  any  payment  be  exempt 
under  section  502  or  should  tax  be  collectible  by  carrier  other  than  one  furnishing 
the  services  or  facilities,  notation  shall  be  made  on  records  of  carrier  furnishing 
serviced  or  facilities,  indicating  reason  for  not  collecting  such  tax.  (T.  D.  2676; 
Mar.  18,  1918.) 

Collection  of  taxes. 

All  taxes  imposed  by  section  500  of  the  act  of  October  3, 1917,  shall,  as  and  when 
the  charges  are  collected,  be  paid  to  and  collected  by  the  officers,  agents,  or  other 
employees  of  the  carrier  who  collect  such  charges.     (T.  D.  2676;  Mar.  18,  1918.) 

Definition — "Carrier." 

The  word  '  'carrier,'*  as  used  in  Title  V  of  the  act  of  October  3,  1917,  means  every 
person,  corporation,  partnership,  or  association  who  or  '^ich,  for  hire,  furnishes  any 
of  the  transportation  services  or  facilities  described  or  referred  to  in  subdivisions 
(a),  (b),  (c),  and  (d)  of  section  500;  person,  corporation,  etc.,  engaged  in  logging, 
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manufacturing,  or  mining,  or  anv  other  biisineBs,  fumiahing  any  of  the  services 
referred  to  in  such  subdivisions,  for  hire,  for  account  of  any  other  person,  corpora- 
tion, etc.,  is  a  carrier  within  the  meaning  of  Title  V.    (T.  D.  2676;  Mar.  18, 1918.) 

'^Transportation." 

The  word  *  'transportation,"  as  used  in  Title  V  of  the  act  of  October  3, 1917,  means 
the  movement  of  persons  and  property  by  a  carrier,  including  all  services  and  facili- 
ties rendered,  furnished,  or  used  m  connection  with  such  movement  by  or  on  behalf 
of  a  carrier;  it  includes  receipt,  delivery,  elevation,  transfer  in  transit,  ventilation, 
refrigeration,  icing,  storage,  trimming  of  cam  in  vessels,  wharfage,  handling  of 
property  transported,  feeding  and  watering  live  stock,  and  all  other  incidental 
services  and  facilities,  but  does  not  include  cartage  or  passengers'  meals  or  hotel 
accommodations.    (T.  D.  2676;  Mar.  18,  1918.) 

Bzoise  tax  on  boats. 

Imjpoeition  of  transportation  tax  for  persons  transported  by  boat  is  not  conclusive 
that  boat  is  used  for  trade  so  afl  to  be  exempt  from  tax  imposed  by  section  603  of  act 
October  3,  1917.    (T.  D.  2753;  Aug.  23.  1918.) 

Express  transportation — Application  of  tax. 

Tax  imposed  by  subdivision  (b)  of  section  500  of  act  of  October  3, 1917,  applies 
whether  package,  parcel,  or  shipment  be  transported  bv  rail,  water,  mechanical 
motor  power  or  ouer  means  of  convevance;  if  facilities  of  railroad  company  on  line 
of  which  express  company  operates  be  necessary  for  use  of  latter  company,  and  if 
such  latter  company,  under  contract,  transports  commodities  necessary  to  main- 
tain or  operate  such  facilities,  and  express  company  makes  no  chaige  for  Icanflpor* 
tation,  cnarges  which,  but  for  such  arrangement,  would  have  accrued  on  sudi 
tiansporation,  are  exempt  from  tax.    (T.  D.  2676;  Mar.  18, 1918.) 

Corpses. 

Wliere  corpse  is  transported  by  express,  express  tax,  and  not  tax  imposed  by  sub- 
division (c)  of  section  500  of  act  of  October  3,  1917,  applies.  (T.  D.  2676;  Mar.  18, 
1918.) 

Freight  service  combined. 

When  property  is  transported  partly  by  freight  and  partly  by  express,  the  3  per 
cent  tax  applies  on  amount  paid  for  freight  movement,  and  tax  of  1  cent  for 
each  20  cents  or  fraction  thereof  applies  on  amount  paid  for  express  movement: 
carrier  collecting  total  transportation  charges  shall  collect,  report,  and  pay  total 
tax  due.     (T.  D.  2676;  Mar.  18,  1918.) 

Refund  of  tax. 

Procedure  to  be  obs^ved  in  filing  claims  for  refund  of  traneportation  tax  based  on 
ground  that  tax  was  collected  on  property  in  process  of  exportation,  stated. 
(T.  D.  2727;  June  5,  1918.) 

Foreig;n  Governments. 
'    Amounts  paid  bv  foreign  Governments  for  transportation  services  are  subject  to 
the  taxes  imposed 'by  section  600  of  the  act  of  October  3,  1917.    (T.  D.  2785;  Jan. 
23, 1919.) 

Freight  transportation — Aecmal  of  tax. 

All  amounts  paid  for  transportation  completed  on  or  after  November  1, 1917,  are 
subject  to  tax,  out  where  shippers  had  credit  arrangements  with  carriers  prior  to 
November  1,  1917,  under  whicn  property  was  shipped  prepaid  prior  to  that  date, 
charges  not  being  actually  paid  until  after  such  date,  tax  does  not  apply  to  amounts 
so  paid,  nor  does  tax  apply  to  amounts  paid  on  or  after  November  1, 1917,  or  trans- 
portation completed  prior  to  that  date.    (T.  D.  2676;  Mar.  18, 1918.) 

Amount  of  charges  taxable. 

Where  any  taxable  charge  is  collected  in  addition  to  road  haul,  water  haul,  or 
road^and-water  haul  charge,  tax  Impt/sed  under  section  600  of  act  of  October  3, 1917, 
applies  on  total  amount  collected  by  carrier,  oonaisting  of  the  road  haul,  water  haul; 
or  road-ond-water  haul,  dbaige plus  all  taxable  chaiges  collected  in  addition  thereto. 
(T.  D.  2676;  Mar.  18, 1918.) 

No  tax  imposed  by  section  500  of  the  act  of  October  8,  1917,  shall  apply  to  any 
consignment  of  freight  the  charges  for  which  are  16  cents  or  leas.  (T.  D.  2676» 
Mar.  18,  1918.) 
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Basis  of  computation  of  tax. 

In  cases  falling  within  section  501  of  act  of  October  3, 1917,  basis  of  oomputatian 
of  tax  is  current  lawful  rates  of  carrier,  and,  in  absence  thereof,  current  la^mil  rates 
of  carrieiB  for  like  service;  if  basis  of  tax  can  not  be  readily  detennined  in  manner 
stated,  facts  should  be  forthwith  reported  to  Conunisaioner  of  Internal  Eevenue  for 
det^mination  of  basis.    (T.  D.  2676;  Mar.  18, 1918.) 

Circus  trains. 

Where  a  lump-sum  charge  is  made  for  transportation  of  circus  train,  which  carries 
both  property  and  persons,  3  per  ceut  tax  applies  to  such  charge;  it  advance  pas- 
senger transportation  is  included  in  such  lump4um  chaige,  the  8  per  cent  tax  apinies 
to  such  portion  of  chaige  as  represents  chaige  for  advance  passenger  transportation, 
and  3  per  cent  tax  applies  to  balance  of  suoi  chaige.    (T.  D.  2676;  Mar.  18, 1918.) 

—  Collection  charge. 

When  a  charge  is  made  by  a  transportation  company  for  collecting  from  a  con- 
signee the  amount  due  on  a  G.  0.  D.  snipment,  the  collection  service  is  not  a  trans- 
portation service  and  is  not  subject  to  the  tranaportation  tax.  (T.  D.  2782;  Dec. 
24, 1918.) 

—  Collection  of  tax. 

Whenever  one  carrier  collects  charges  for  frei^t  transportation  performed  in 
part  by  or  on  behalf  of  another  carrier  or  carriers,  such  carrier  shall  collect  tax 
applicable  to  such  taxable  charge  or  charges  and  return  and  remit  to  proper  collector 
of  mtemal  revenue  the  total  tax  collected;  whenever  a  charge,  in  connection  with 
a  terminal  or  water  service,  is  paid  by  one  carrier,  acting  for  tne  consi^or  or  con- 
signee, to  another  carrier,  tax  applicable  shall  be  paid  oy  former  earner  to  latter 
carrier,  who  shall  return  and  remit  the  same.    (T.  D.  2676;  Mar.  18, 1918.) 

• Commodities  for  use  of  carrier  as  carrier. 

Effect  of  subdivision  (a)  of  section  501,  act  of  October  3, 1917,  is  to  exempt  from 
tax  all  transportation  charges  made  by.  or  which  would  accrue  to,  a  carrier,  were 
such  charges  made  by  that  carrier  on  all  materials,  supplies,  or  other  commodities 
transported,  which  are  necessary  for  the  carrier's  use  in  the  conduct  of  its  business 
as  such  carrier  and  intended  to  be  or  having  been  so  used;  fact  that  all  or  part  of 
capital  stock  of  corporation  is  owned  by  another  corporation  does  not  affect  appli- 
cation of  sections  500  and  501  to  each  corporation  as  an  entity;  tax  applies  to  cha^^ 
made  by  or  which  would  accrue  to  a  carrier  were  such  charges  made  on  all  com- 
modities transported  for  another  carrier,  even  though  they  may  be  necessary  for  use 
of  such  other  carrier  in  conduct  of  its  business  as  such,  subject,  however,  to  certain 
qualifications.     (T.  D.  2676;  Mar.  18, 1918.) 

When  a  compuiy  charters  boats  for  a  stated  period  of  time  and  transporta  its  own 
commodities  for  its  own  iise  and  furnishes  no  transportation  facilitiee  to  others,  the 
amounts  paid  for  chartering  such  boats  are  not  suDJect  to  the  transportation  tax. 
(T.  D.  2782;  Dec.  24, 1918  J 

—  Corpses. 

Where  corpse  is  transported  by  freight,  frei^t  tax  and  not  tax  imposed  by  sab- 
division  (c)  of  section  500  of  act  of  October  3, 1917,  appUes.  (T.  D.  2676;  Mar.  18, 
1918.) 

— —  Credentials. 

Credentials  referred  to  on  margin  of  exemption  certificates  are  such  papeis,  docu- 
ments, or  other  evidences  as  will  reasonably  show  officer,  agent,  or  other  employee 
collecting  transportation  charge:  that  officer  or  employee  issuing  such  certincate  is 
an  officer  or  employee  of  the  Government  on  whose  behalf  certificate  is  issued. 
(T.  D.  2676;  Mar.  18, 1918.) 

• Domestic  shipment  passing  through  foreign  country. 

Where  consignment  haying  both  origin  and  destination  within  United  States 
pMses  out  of  United  States  on  its  journey,  gross  transportation  charges  from  point  of 
origin  to  final  destination  are  subject  to  tax  imposed  by  section  500  of  act  of  October 
8, 1917*    (T.  D.  2676;  Mar.  18, 1918.) 
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IHipUcation  of  tax. 

Where  any  taxable  charge  10  included  in  the  road  haul,  water  haul,  or  road-and- 
water  haul  charge  applying  to  any  consignment,  tax  apptiee  to,  and  shall  be  col- 
lected on,  total  amount  collected,  and  no  separate  or  ifdditional  tax  shall  be  col- 
lected on  taxable  amounts  included  therein.    (T.  D.  2676;  Mar.  18, 1918.) 

Bvidenees  of  right  to  exemption. 

Ways  in  which  right  to  exemption,  under  section  502  of  the  act  of  October  3, 
1917,  from  tax  on  amounts  paid  tor  transportation  of  property  diall  be  evidenced, 
stated.    (T.  D.  2676;  Mar.  18,  1918.) 

Sxemption  cartiflcates. 

Standard  form  of  exemption  certificate  for  use  of  officers  or  employees  of  Federal 
Government,  stated;  forms  will,  on  request,  be  furnished  by  Treasury  Department 
to  officers  and  employees  of  Federal  Government  entitled  thereto;  certificate  must 
be  delivered  to  carrier  by  person  paying  charges  when  charges  are  paid;  carriers 
required  to  record  and  file  certificates.    (T.  D.  2676;  Mar.  18, 1918.) 

Exports.* 

Amounts  paid  for  transportation  of  property  in  course  of  exportation  to  foreign 
ports  or  places  are  exempt  from  tax  imposed  under  section  500  of  act  of  October  3, 
1917;  conditions  under  which  property  may  be  deemed  to  be  in  course  of  exporta- 
tion, stated;  if,  when  propertv  is  deUverd  to  carrier,  it  appears  that  goods  are  in 
course  of  exportation,  no  tax  snail  be  collected  on  amounts  01  any  otherwise  taxable 
charges  prepaid  upon  such  property;  tax  must  be  collected  as  and  when  transpor- 
tation charges  are  collectea,  ii  transportation  charges  be  billed  collect,  or  upon 
delivery  of  consignment  if  charges  be  prepaid.    (T.  D.  2676;  Mar.  18, 1918.) 

Adjustment  of  tax  by  carrier  on  ground  that  charge  is  exempted  by  reason  of 
exportation  is  not  authorized  after  collection  of  charge  and  tax.  (T.  D.  2676;  Mar. 
18, 1918.) 

Procedure  to  be  observed  in  filing  claims  for  refund  of  transportation  tax  based 
on  0X)und  that  tax  was  collected  on  property  in  process  of  exportation,  stated. 
(T.D.2727;  June  5, 1918.) 

—  Express  companies. 

When  property  is  transported  partly  by  freight  and  partly  by  express,  the  3  per 
cent  tax  applies  on  amount  paid  for  freight  movement,  ana  tax  ol  1  cent  for  each 
20  cents  or  traction  thereof  applies  on  amount  paid  for  express  movement;  carrier 
collecting  total  transportation  charges  shall  collect,  report,  and  pay  total  tax  due. 
(T.  D.  2676;  Mar.  18, 1918.) 

If  unities  of  express  company  operating  on  line  of  railroad  company  be  neces- 
sary for  use  of  latter  in  conduct  of  its  business  as  such,  and  if  latter,  under  contract, 
transports  commodities  necessary  to  maintain  or  operate  such  facilities,  such  com- 
modities being  intended  to  be  or  having  been  so  used,  charges  which,  but  for  such 
arrangement,  would  have  accrued  on  such  transportation,  are  exempt  from  tax- 
(T.  D.  2676;  Mar.  18, 1918.) 

Where  express  company  pays  a  switching  charge  to  a  rail  carrier  for  switching 
express  cars,  and  amount  so  paid  is  not  passed  on  to  the  shipper,  but  is  absorbed  by 
the  express  company  in  its  express  rate,  amount  so  paid  is  not  subject  to  tax  imposed 
by  section  600  (a)  of  the  act  of  October  3, 1917.    (T.  D.  2782;  Dec.  24, 1918.) 

—  Foreign  shipmeoxt  passing  through  TTnited  States. 

Tax  imposed  imder  section  500  of  the  act  of  October  3,  1917,  does  not  apply  to 
property  passing  through  United  States  from  one  foreign  port  or  place  to  anotner, 
but  if  sucn  proper^,  while  so  passing  through  United  States,  be  reconsigned  to  a 
destination  within  United  States,  tax  applies  to  transportation  charges  thereon  from 
point  or  place  of  entry  to  such  destination.    (T.  D.  2676;  Mar.  18,  1918.) 

-^  Free  transportation. 

Tax  imposed  by  sections  500  and  501  of  act  of  October  8, 1917,  appUes  to  transpor- 
tation by  canier  of  property  belonging  to  or  for  personal  use  of  any  of  its  officers, 
ttents,  or  employees,  even  though  such  proper^  be  transported  free  of  charge. 
(T*  D.  2676;  Mar*  IS,  1918») 
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Freight  traiuiportation— Continued. 

Imports. 

Tax  impoeed  under  section  500  of  act  of  October  3, 1917,  applies  to  chaiges  which 
accrue  on  property  iniported  into  United  States  from  pent  oi  entry  to  destination 
williin  United  States,  but  tax  does  not  apply  to  any  payment  of  charges  on  property 
moving  on  a  through  bill  of  lading  from  a  point  in  Canada  or  Mexico  to  a  pomt  in 
the  United  States;  such  tax  shall  oe  collected  as  and  when  transportation  charges 
are  collected,  if  such  charges  be  collected  within  United  States,  and  upon  delivery 
of  consignment,  if  char^  be  prepaid  outside  the  United  States,  and  not  paid  at 
port  of  entry.    (T.  D.  2676;  Mar.  18, 1918.) 

Jn-traziait  privileges. 

Tax  on  charges  in  connection  with  in-transit  privileges  must  be  collected  on 
charges  to  transit  point  at  time  charges  are  collected,  and  whatever  basis  of  read- 
justing charges  is  used  at  time  of  reihipment  or  at  aestination  such  tax  must  be 
collected  by  carrier  adjusting  charges  as  remains  due  upon  net  taxable  chai^ 
assessed  on  shipment  from  pomt  of  origin  to  destination,  including  charges  fur  lu- 
transit  privileges.    (T.  D.  2676;  Mar.  18,  1918.) 

-— ^  Logging  companies  transporting  for  hire. 

Where  a  person,  corporation,  partnership,  or  association  is  engaged  in  logging, 
and,  for  account  of  himself  or  itself,  furmshes  any  of  the  services  or  facilities  de- 
cribed  or  referred  to  in  subdivisions  (a),  (b),  (c),  or  (d)  of  section  500  of  the  act  of 
October  3,  1917,  and,  at  times,  for  hire,  furnishes  any  of  such  fadlitiee  for  the  ac- 
count of  any  other  person,  corporation,  partnership,  or  association,  the  one  furnish- 
ing sudh  faciUty  is  a  carrier,  and  tax  applies  as  respects  all  commodities  so  traus- 
?orted,  whether  for  his  or  its  account  or  for  the  account  of  others.  (T.  D .  2676 ;  Mar. 
8, 1918.) 

-^—  liUmpHimn  (Government  contracts. 

Where  contractor  does  work  for  the  Government,  contract  price  of  which  is  a  lump 
sum,  exemption  provided  for  b^f  section  502  of  act  of  October  3, 1917,  does  not  apply 
to  amounts  paid  for  transportation  of  property  used  or  to  be  used  by  the  contractor 
in  connection  with  the  work.    (T.  D.  2676;  Mar.  18,  1918.) 

Kanufaeturing  companies  transporting  for  hire. 

Where  a  person,  corporation,  partnership,  or  association,  is  engaged  in  manufac- 
turing, and,  for  account  of  himself  or  itself,  furnishes  any  oi  the  services  or  facilities 
descnoed  or  referred  to  in  subdivisions  (a),  (b),  (c),  or  (d)  of  section  500  of  the  ant 
of  October  3,  1917,  and,  at  times,  for  hire,  furnishes  any  of  such  facilities  for  the 
account  of  any  other  person,  corporation,  partnership,  or  aflsociation,  the  one  furnish- 
ing such  facility  is  a  carrier,  and  tax  applies  as  respects  all  commodities  so  tratis- 
?orted,  whether  for  his  or  its  accotmt  or  tor  the  account  of  others.  (T.  D .  2676 ;  Mar. 
8, 1918.) 

Milk. 

Amounts  paid  for  transportation,  other  than  by  express  of  milk,  are  subject  to  tax 
of  3  per  cent;  whenever  two  or  more  tickets  for  transportation  of  commodities  are 
sold  in  book  form  or  in  bulk  tax  applies  to  aggregate  amount  paid  for  such  tickets. 
(T.  D.  2676;  Mar.  18,  1918.) 

"^--  Mining  companies  transporting  for  hire. 

Where  a  person,  corporation,  partnership,  or  association  is  engaged  in  mining, 
and,  for  account  of  himself  or  itself,  furnishes  any  of  the  services  or  faudHtiee  de- 
scribed or  referred  to  in  subdivisions  (a),  (b),  (c),  or  (d)  of  section  500  of  the  act  of 
October  3, 1917,  and,  at  times,  for  hire,  furnishes  any  of  such  facUities  for  the  account 
of  any  other  person,  corporation,  partnership,  or  association,  the  one  furnishing  such 
facility  is  a  carrier,  and  tax  applies  as  respects  ail  commodities  so  transported, 
whether  for  his  or  its  account  or  for  the  account  of  othera.  (T.  D.  2676;  Mar.  18* 
1918.) 

- —  Newspapers. 

Amounts  paid  for  transportation,  other  than  by  express,  of  newspapers,  are sub|^ 
to  tax  of  3  per  cent;  whenever  two  or  more  tickets  tor  transportation  of  commoditieB 
are  sold  in  oook  form  or  in  bulk  tax  applies  to  aggregate  amount  paid  tesvch  tickets. 
(T.  D.  2676;  Mar.  18,  1918.) 
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Freight  transportation — Continued. 

Perishable  property. 

If  perishable  consignment  be  aold  under  emergency  conditions  for  benefit  of  whom 
it  may  concern,  net  amount  realized  therefrom  shall  be  considered  transportation 
charge,  and  3  per  cent  tax  shall  apply  to  Buch  amount  and  be  paid  by  the  purchaser; 
pro\ided,  however,  that  if  such  amount  be  in  excess  of  actual  transportation  charc^os, 
tax  shall  not  apply  to  such  excess.    (T.  D.  2676;  Mar.  18,  1918.) 

Porto  Bico,  Philippines,  etc. 

Transportation  of  property  by  water  from  port  of  the  United  States  to  Porto  Rico, 
Philippine  Islands,  the  Virgin  Islands,  and  the  Canal  Zone  is  not  subject  to  trans- 
portation tax  imposed  by  section  500  of  act  of  October  3,  1917;  rail  transportation 
of  property  from  interior  point  in  United  States  for  transshipment  to  Philippine 
Islands,  Porto  Rico,  and  Virgin  Islands  is  transportation  of  property  ''consigned 
from  one  point  in  the  United  States  to  another,* '  but  is  exempt  nom  internal  revenue 
taxes  by  reason  of  special  acts  of  Congress;  such  transportation  of  property  destined 
to  the  Canal  Zone  is  not  exempt.    (T.  D.  2795;  Feb.  26, 1919.) 

Records  of  taxes  collected. 

Records  of  carriers  shall  be  so  kept  as  to  show  application  of  tax  imposed  by  section 
500  of  the  act  of  October  3,  1917,  to  each  consignment  of  property;  should  any  pay- 
ment be  exempt  under  section  502,  or  should  tax  be  collectible  by  any  carrier  other 
than  one  furnishing  services  or  facilities,  notation  shall  be  made  on  records  of  car^ 
rii^r  furnishing  such  services  or  facilities,  indicating  reason  for  not  collecting  tax. 
(T.  D.  2676;  Mar.  18,  1918.) 

Refund  of  tax. 

Procedure  to  be  observed  in  filing  claims  for  refund  of  transportation  tax  based  on 
ground  that  tax  was  collected  on  property  in  process  of  exportation,  stated.  (T.  D. 
2727;  June  5, 1918.) 

Sales  of  consigfnmentB. 

Net  amount  realized  from  sale  of  consignment,  refused  or  unclaimed,  or  if  carload 
of  propert^y  or  a  perishable  consignment  sold  under  emergency  conditions,  for  benefit 
of  whom  it  may  concern,  shall  be  considered  transportation  charge,  and  3  per  cent 
tax  shall  apply  to  such  amount  and  be  paid  by  purchaser;  provided,  however,  that  if 
such  amount  be  in  excess  of  actual  transportation  charges  accruing  on  such  consign- 
ment, tax  shall  not  apply  to  such  excess.    (T.  D.  2676;  Mar.  18,  1918.) 

Services  taxable. 

Tax  imposed  under  section  500  of  act  of  October  3, 1917,  applies  to  each  and  every 
service  and  facility  rendered  by  or  on  behalf  of  carriers  in  connection  with  trans- 
portation of  property  by  freight  from  one  point  in  the  United  States  to  another. 
(T.  D.  2676;  Mar.  18,  1918.) 

Telegraph  or  telephone  lines. 

If  telegraph  or  telephone  line  along  railroad  be  necessary  for  use  of  railroad  com- 
pany in  conduct  of  its  business  as  such,  and  if  it,  under  contract,  transports  com- 
moaities  necessary  to  maintain  or  operate  such  telegraph  or  telephone  lines,  such 
commodities  being  intended  to  be  or  having  been  so  used,  charges  which,  but  for 
such  arrangement,  would  have  accrued  on  such  transportation,  are  exempt  fnnn  tax. 
^T.  D.  2676;  Mar.  18,  1918.) 

Terminals  or  yards. 

If  terminal  or  yard  for  use  of  one  or  more  railroads  be  operated  under  management 
of  terminal  or  switchine  company,  or  of  such  railroad  or  railroads,  and  user  cost 
therefor  .to  them  be  based  on  either  gross  or  net  costs  of  operation,  commodities  neces- 
sary in  operation  thereof  shall  be  considered  as  commodities  necessary  for  use  of  such 
carriers  thereof,  and  tax  does  not  apply;  if  terminal  or  yard  be  operated  under  its 
own  management  for  profit,  or  if  fixed  rental  be  charged  for  services  rendered  by 
terminal  or  switching  company,  tax  applies  to  transportation  charges  made  by 
tenants  or  users  on  such  commodities.    (T.  D.  2676;  Mar.  18,  1918.) 

Whenever  a  taxable  charge,  in  connection  with  a  terminal  service,  is  paid  by  one 
carrier,  acting  for  consignor  or  consi^ee,  to  another  carrier,  tax  applicable  shall  be 
paid  by  former  carrier  to  latter  carrier,  who  shall  return  and  remit  same.  (T.  D* 
2676;  iiar.  18,  1918.) 
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Water  service. 

Whenever  a  taxable  charge,  in  connection  with  a  water  service,  is  paid  by  one 
carrier,  acting  for  consignor  or  consignee,  to  another  carrier,  tax  applicable  shall  be 
paid  by  former  carrier  to  latter  carrier,  who  shall  return  and  remit  same.  (T.  D. 
2676;  Mar.  18,  1918.) 

Gkyveizunental  exemption — Adjustment  of  tax. 

Adjustment  of  tax  by  carrier  on  ground  that  charge  is  exempted  by  reason  of  govern- 
mentel  use  is  not  authorized  after  collection  of  charge  and  tax.  (T.  D.  2676;  ^iar. 
18, 1918.) 

Certificates. 

Standard  form  of  exemption  certificate  for  use  of  Federal  Government  staled; 
delivery  to  conductor  of  train;  credentials  referred  to  on  margin  are  such  papers, 
documents,  or  other  evidences  as  will  reasonably  show  employee  collecting  charge 
that  oflScer  or  employee  issuing  certificate  is  officer  or  employee' of  Government;  cer- 
tificates will,  on  request,  be  furnished  by  Treasurv  Department;  certificate  must 
be  delivered  to  earner  by  person  pa>dng  charges  when  cnargcs  are  paid;  carriers  to 
record  and  file  certificate.    (T.  D.  2676;  Mar.  18, 1918.) 

—  Cost-plus  contracts. 

Where  contract  price  of  work  for  the  Government  is  cost  plus  certain  percentage, 
amount  received  by  carrier  for  transportation  of  property  used  or  to  be  used  by 
contractor  in  such  work  falls  within  exemption  from  tax  imposed  by  section  600  of 
act  October  3,  1917;  certificate  specified  in  Regulations  No.  42,  article  15,  must 
be  used  and  must  be  signed  by  a  Government  officer  or  employee,  certificate  signed 
by  contractor  not  being  sufiicient.     (T.  D.  2742;  July  1,  1918.) 

Exemption  may  be  claimed  under  section  500  of  act  October  3,  1917,  on  amounts 
paid  for  transportation  of  persons  employed  by  contractor  working  for  Government 
under  cost-plus  contract,  where  transportation  charge  of  an  employee  is  an  item 
in  the  cost  of  the  work,  and  hence  will  be  finally  paid  by  the  Government;  form  of 
exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

Evidences  of  right  to  exemption. 

Ways  in  which  right  to  exemption  under  section  502  of  the  act  of  October  3, 1917» 
from  tax  on  amounts  paid  for  transportation  of  property  or  persons  shall  be  evi 
denced,  stated.     (T.  D.  2676;  Mar.  18,  1918.) 

Lump-sum  Government  contracts. 

Where  contractor  does  work  for  Government,  contract  price  of  which  is  a  lump 
sum,  exemption  does  not  apply  to  amounts  ^aia  for  transportation  of  property  used 
or  to  be  used  by  contractor  m  connection  with  work.    (T.  D.  2676;  Mar.  18, 1918.) 

Parlor  or  sleeping  cars. 

Exemption  prox-ided  for  by  section  502  of  act  of  October  3,  1917,  applies  to 
amounts  paid  for  accommodations  in  parlor  or  sleeping  cars.  (T.  D.  2676;  Mar.  18, 
1918.) 

Persons  exempt. 

Exemption  may  be  claimed  only  where  person  transported  is  incurring  chaige 
in  performance  of  official  duties;  tiius,  charges  paid  by  soldiers  traveling  on  fur- 
loughs at  their  own  expense,  are  not  exempt;  fact  that  amount  of  mileage  or  other 
allowance  paid  or  made  by  Government  for  transportation  of  officer  or  employee  in 
performance  of  official  duties  may  be  more  than  sufficient  to  reimburse  him  does 
not  prevent  application  of  exemption  provision.    (T.  D.  2676;  Mar.  18,  1918.) 

—  Refund  of  tax. 

Procedure  to  be  observed  in  filing  claims  for  refund  of  transportation  tax  based 
on  ground  that  transportation  service  was  rendered  an  exempt  governmental  agency, 
stated.     (T.  D.  2727;  June  5, 1918.) 

—  Bequests  for  transportation. 

Right  to  exemption  under  section  502  of  the  act  of  October  3, 1917,  from  taxoa 
amounts  paid  for  transportation  of  persons  required  to  be  evidenced  by  a  standard 
form  of  transportation  request  as  prescribed  and  used  by  the  Federal  and  Stats 
Governments,  and  carriers  shall,  in  accepting  such  request,  see  that  it  Is  duly  filled 
out;  this  evidence  to  be  subject  to  inspection  by  accredited  reprooentatives  of  the 
Commissioner  of  Intemal  Revenue.    (£.  D.  2676;  Mar.  18, 1918.) 
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Governmental  exemption — Continued. 

Soldiers. 

Tcansportation  charges  paid  by  soldiers  traveling  on  furloughs  at  their  own  ex- 
pense are  not  exempt  from  taxation,  under  section  502  of  act  of  October  3,  1917. 
(T.  D.  2676;  Mar.  18,  1918.) 

Vessel  accommodations. 

Exemption  provided  for  b}r  section  502  of  act  of  October  3,  1917,  applies  to 
amounts  paid  for  accommodations  on  vessels.    (T.  D.  2676;  Mar.  18,  1918.) 

War  Loan  Organization. 

Amounts  paid  for  transportation  by  the  War  Loan  Organization,  an  agency  of 
the  United  States  Grovernment,  out  of  Oovemment  funds,  are  not  subject  to  the 
transportation  tax.     (T.  D.  2782;  Dec.  24,  1918.) 

Oil  transportation — Application  of  a«t. 

Where  a  person,  corporation,  partnership,  or  association,  engaged  in  business, 
for  the  account  of  himself  or  itself,  transports  oil  by  pipe  line,  and,  at  times,  for  hire, 
furnishes  such  facility  for  the  account  oi  any  other  peison,  corporation,  partnership, 
or  association^  the  one  furnishing  such  facility  is  a  carrier  within  the  meaning  of  the 
word  as  used  in  Title  V  of  the  act  of  October  3, 1917,  and  tax  imposed  by  section  501 
applies,  whether  for  his  or  its  account  or  for  the  account  of  others;  when  facility  is 
used  exclusively  for  transporting  property  of  proprietor,  and  not  for  hire,  propri- 
etor, is  not  a  carrier.    (T.  D.  2676;  Mar.  18, 1918.) 

Computation  of  tax. 

Where  proprietor  or  pipe  line,  at  times,  for  hire,  transports  oil  of  another,  basis 
of  computation  of  tax  shall  be  current  lawful  rates  of  carrier  and,  in  absence  thereof, 
current  lawful  rates  of  carriers  for  like  service;  if  basis  of  tax  can  not  be  readily 
determined  in  manner  stated,  facts  should  be  forthwith  reported  by  carrier  to  Com- 
missioner of  Internal  Revenue  for  his  determination.    (T.  D.  2676;  Mar.  18,  1918.) 

Deflnition. 

The  word  'oil, "  as  used  in  subdivision  (d)  of  section  500  of  the  act  of  October  3, 
1917,  means  crude  petroleum  and  such  of  its  products  as  may  be  transported  by 
pipe  line.     (T.  D.  2676;  Mar.  18,  1918.) 

Passenger  transportation — Adjustment  of  taxes. 

All  redemptions  or  other  adjustments,  whether  by  way  of  refund  on  mileage  book 
covers  or  otherwise,  are  to  be  treated  as  adjustments  of  overcharges,  or  undercharges, 
as  case  may  be.    (T.  D.  2676;  Mar.  18, 1918.) 

Amount  of  charge. 

The  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  art  of  October  3, 
1917,  does  not  apply  wnere  amount  paid  for  transportation  is  35  cents  or  less. 
(T.  D.  2676;  Mar.  18, 1918.) 

. Application  of  tax. 

The  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3. 
1917,  applies  to  amounts  paid  for  transportation  of  persons  from  point  in  United 
States  to  another  point  therein,  even  though  persons  pass  out  of  United  States  in 
course  of  transportation,  from  point  in  United  States  to  j)oint  in  Canada  or  Mexico, 
where  ticket  is  sold  or  issued  in  United  States,  from  point  in  United  States  to  another 
point  therein,  or — where  ticket  is  sold  or  issued  in  United  States— from  point  in 
United  States  to  point  in  Canada  or  Mexico  when  tTans]>ortation  is  part  of  through 
transportation  to  or  from  foreign  country  other  than  Canada  or  Mexico:  tax  applies 
to  each  and  every  service  and  facility  except  passengers*  meals  and  notel  accom- 
modations, where  transportation  in  connection  with  which  service  or  facility  is 
rendered  is  subject  to  tax.     (T.  D.  2676;  Mar.  18,  1918.) 

The  8  per  cent  tax  does  not  apply  to  amounts  paid  for  transoprtation  of  persons 
by  carriers  from  last  port  touched  in  United  States  to  foreign  port  other  than  Cana- 
dian or  Mexican  port;  from  point  in  Canada  or  Mexico  to  pomt  in  United  States; 
from  point  in  Canada  to  another  point  therein,  and  provided  that  such  transporta- 
tion be  covered  by  tickets  issued  in  Canada  and  be  part  of  through  transportation, 
even  though  j)erBon  pass  through  United  States  in  course  of  transpotration;  from 
point  in  Mexico  to  another  point  therein,  and  provided  transportation  be  covered 
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by  tickets  issued  in  Mexico  and  be  part  of  through  transportation,  even  though 
I>enons  pass  through  United  States  in  course  of  transportation;  from  point  in  Canada 
to  point  in  Mexico  or  vice  versa,  provided  transportation  be  covered  by  tickets 
issued  in  Canada  or  Mexico,  and  oe  part  of  througn  transportation;  where  amount 
paid  for  transportation  is  35  cents  or  less;  where  commutation  or  season  tickets  are 
tor  trips  less  than  30  miles;  and  where  peraons  are  carried  free  under  Federal  or 
State  &W8.    (T.  D.  2676;  Mar.  18, 1918.) 

Cash  fares. 

Where  continuous  transportation  is  secured  by  use  of  tickets  in  connection  with 
cash  fare,  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 1917, 
applies  provided  lawful  fare  for  such  transportation  exceeds  35  cents;  tax  applies  to 
all  cash  fares  paid  on  trains  from  point  in  United  States  to  point  in  United  States, 
Canada,  or  Mexico  provided  total  ca^  fare  for  continuous  journey  exceeds  35  cents. 
(T.  D.  2676;  Mar.  18, 1918.) 

Chartered  cars  or  trains. 

The  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  chaige  for  (bartered  or  special  car  or  train,  excludinff  sleeping, 
parlor,  and  private  cars,  for  purpose  of  transporting  persons,  if  such  charge  be  a 
lump  sum  or  on  a  per  capita  basis.    (T.  D.  2676;  Mar.  18,  1918.) 

In  case  of  a  chartered  sleeping,  parlor,  or  private  car,  the  amount  paid  for  the  haul 
is  subject  to  the  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of 
October  3,  1917,  and  bfdance  of  charges,  exclusive  of  meals,  is  subject  to  the  10  per 
cent  tax.     (T.  D.  2676;  Mar.  18,  1918.) 

• Circus  trains. 

Where  a  lump-sum  change  is  made  for  transportation  of  circus  train,  which  carries 
both  property  and  persons,  3  per  cent  tax  applies  to  such  charge;  if  advance  pas- 
senger transportation  is  included  in  such  lump-sum  charge,  the  8  per  cent  tax 
applies  to  such  portion  of  charge  as  represents  charge  for  advance  passenger  trans- 
portation, and  3  per  cent  tax  applies  to  balance  of  such  charge.  (T.  D.  2676;  Mar. 
18, 1918.) 

Combination  fares. 

Where  continuous  transportation  is  secured  either  by  use  of  same  or  different 
kinds  or  classes  of  tickets  or  by  use  of  such  tickets  in  connection  with  cash  fare, 
tax  imposed  by  subdivirion  (c)  of  section  500  of  act  of  October  3, 1917,  applies,  pro- 
vided lawful  faro  for  such  transportation  exceeds  35  cents.  (T.  D.  2676;  Mar.  18, 
1918.) 

Conunutation  tickets. 

The  term  "commutation  or  season  tickets."  as  used  in  section  500,  subdivision 
(c),  of  the  act  of  October  3,  1917,  includes  all  forms  of  tickets  issued  and  intended 
for  use  for  a  certain  number  of  trips  between  two  given  termini,  whether  limited  or 
unlimited  as  to  the  time  in  which  they  are  to  be  used.     (T.  D.  2676;  Mar.  18,  1918.) 

The  10  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  amounts  paid  for  commutation  books  purchased  in  United  States, 
calling  for  accommodations  in  parlor  or  sleeping  cars  or  on  vessels,  in  which  event 
tax  shaU  be  paid  as  and  when  collections  are  made  or  amount  paid  for  such  books; 
if  books  be  purchased  outside  the  United  States,  tax  applies  to  amount  paid  for 
coupons  lifted,  calling  for  accommodations  between  or  from  points  in  Unitea  States, 
and  tax  shall  be  collected  as  and  when  coupons  are  lifted.  (T.  D.  2676;  Mar.  IS, 
1918.) 

The  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  does  not  apply  to  amounts  paid  for  transportation  of  persons  in  case  of  com- 
mutation tickets  for  trips  less  than  30  mileb.    (T.  D.  2676;  Mar.  18, 1918.) 

Commutation  tickets  sold  and  partially  used  before  November  1,  1917,  aro  not 
taxable  if  presented  after  that  date  for  remainder  of  journey  or  journeys  called  for. 
(T.D.  2676;  Mar.  18,  1918.) 

- —  Corpses. 

Amount  paid  foi  transportation  of  corpse  is  subject  to  tax  imposed  by  subdivision 
(c)  of  section  500  of  act  of  October  3,  1917,  if  corpse  be  transported  on  passenger 
ticket  or  on  excess-baggage  check.    (T.  D.  2676;  Mar.  18, 1918.) 
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Credentials. 

Credentials  referred  to  on  mamn  of  exemption  certificates  are  such  papers,  docu- 
ments, or  other  evidences  as  will  reasonably  show  officer,  af^ent^  or  other  em]>loyee 
collecting  transportation  chaige,  that  officer  or  employee  issumg  such  certifii^ate 
is*  an  officer  or  employee  of  the  Government  on  whose  behalf  certificate  is  issued. 
(T.  D.  2676;  Mar.  18, 1918.) 

Eyidenoes  of  payment  of  tax. 

Payment  of  8  per  cent  tax  upon  tickets  bought  but  not  used  ppar  to  November  1, 
1917.  shall  be  evidenced  by  indorsement  thereon  by  and  over  signature  and  title  of 
employee  cdlecting  ticket,  showing  pa3rment  of  tax.    (T.  D.  2676;  Mar.  18, 1918.) 

Bvidenioes  of  right  to  exemption. 

Ways  in  which  right  to  exemption  under  section  502  of  the  act  of  October  3, 1917, 
from  tax  on  amounts  paid  for  transportation  of  persons  shidl  be  evidenced  stated, 
(T.  D.  2676;  Mar.  18,  1918.) 

Excess  baggage. 

Tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917.  applies 
to  amount  paid  for  transporting  baggage  in  excess  of  free  allowance,  providea  amount 
so  paid  exceeds  35  cents.    (T.  D.^676;  Mar.  18,  1918.) 

Exchange  orders. 

Ticket  for  which  exchange  order  issued  in  United  States,  Canada,  or  Mexico,  is 
exchanged,  deemed  to  be  ticket  sold  and  iasued  at  point  where  exchange  order 
was  issued,  but  where  order  is  issued  outside  Unitea  States,  Canada,  or  Mexico, 
ticket  for  which  exchange  order  is  exchanged  deemed  to  be  ticket  sold  and  iEBuea 
at  point  where  exchange  is  made;  exchange  order  sold  in  United  States  for  through 
transportation  to  point  in  United  States,  Canada,  or  Mexico,  is  subject  to  tax  upon 
total  amount  of  charges  paid,  even  though  order  calls  for  exchange  for  another  ticket 
in  Canada  or  Mexico;  tax  applies  to  any  additional  amount  paid  in  United  States 
in  connection  with  ticket  or  exchange  order  issued  in  Canada,  Mexico,  or  any  other 
foreign  country.    (T.  D.  2676;  Mar.  18,  1918.) 

Exempt  persons. 

Exemption  may  be  claimed  only  where  person  transported  is  incurring  chaige  in 
performance  of  official  duties  as  officer  or  employee  of  Uhited  States;  thus,  charges 
paid  by  soldiers  traveling  on  furloughs  at  their  own  expense  are  not  exempt;  fact 
that  amount  of  mileage  or  other  allowance  paid  or  made  for  transportation  in  per- 
formance of  official  duties  may  be  more  than  sufficient  to  reimburse  officer  or 
employee  for  transportation  payment  does  not  prevent  application  of  exemption 
provinon  of  section  502  of  act  of  October  3,  1917,  to  such  payment;  exemption 
applies  to  amounts  paid  as  fares  and  to  amounts  paid  for  accommodations  in  parlor 
or  sleeping  cars  or  on  vessels.    (T.  D.  2676;  Mar.  18, 1918.) 

Exemption  certificates. 

Standard  form  of  exemption  certificate  for  use  of  officen  or  employees  of  Federal 
Government  stated;  forms  will  on  reauest  be  furnished  by  Treasury  Department  to 
officers  and  employees  of  Federal  (^[ovemment  entitled  thereto;  certificate  must 
be  delivered  to  carrier  by  person  paying  changes  when  chaiges  are  paid;  carriers 
required  to  record  and  file  certificates.    (T.  D.  2676;  Mar.  18,  1918.) 

Extra  fares. 

Where  extra  fare  for  special  services  is  charged  in  addition  to  transportation  rate, 
8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917, 
applies  and  shall  be  collected  thereon;  this  provision  applies  to  amounts  paid  for 
additional  tickets  purchased  or  fares  paid  for  exclusive  occupancy  of  drawing 
rooms,  compartments,  or  sections  in  sleeping  or  parlor  cars,  or  accommodations 
furnished  on  steamers.     (T.  D.  2676;  Mar.  18, 1918.) 

—  Free  transportation. 

The  8  per  cent  tax  imposed  by  section  600  of  the  act  of  October  3,  1917,  does  not 
apply  to  amounts  paid  for  transportation  of  persons  by  carriers  where  they  are  carried 
free  under  the  provisions  of  Federal  or  State  laws;  me  10  per  cent  tax  imposed  by 
such  section  does  not  apply  where  accommodations  in  parlor  or  sleeping  cars  or  on 
vessels  are  furnished  free  under  the  provisions  of  Federal  or  State  laws.  (T.  D. 
2676;  Mar.  18, 1918.) 
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——Hotel  accommodations. 

The  word  "transportation.  '*  as  used  in  Title  V  of  the  act  of  October  3, 1917,  doee 
Eot  include  paaBengers '  meals  or  hotel  accommodationfl.  (T.  D.  2676;  Mar.  18, 1918.) 
Tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 1917,  applies  to 
each  and  every  service  and  facility,  except  passengers'  meals  and  hotel  accommo- 
dations, rendered  by  or  on  behalf  of  earners  in  connection  with  transportation  of 
persons,  where  transportation  in  connection  with  which  service  or  facility  is  rendered 
IS  subject  to  tax.    (T.  D.  2676;  Mar.  18, 1918.) 

*^  Meals. 

The  word  '''transportation,"  as  used  in  Title  V  of  the  act  of  October  3,  1917,  does 
not  include  passengers'  meals  or  hotel  accommodations.  (T.  D.  2676;  Mar.  18, 
1918.) 

Tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3.  1917,  applies 
to  each  and  every  service  and  mcility,  except  passengers'  meals  ana  hotel  accom- 
modations, rendered  by  or  on  behalf  of  carriers  in  connection  with  transportation  of 
persons,  where  transportation  in  connection  with  which  service  or  facility  is  ren- 
dered is  subject  to  tax.    (T.  D.  2676;  Mar.  18, 1918.) 

Mileage  books. 

Provision  of  subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  relating  to 
mileage  books,  applies  whether  book  was  purchsed  in  United  States,  Canada,  or 
Mexico;  manner  of  reporting  and  returning  amounts  collected;  if  book  sold  in 
United  States  prior  to  November  1,  1917,  be  presented  for  exchange  ticket  or  on 
train  for  transportation,  tax  applies  on  sale  value  of  coupons  or  scrip  remaining  in 
book,  and  shall  be  collected  by  employee  to  whom  book  is  presented;  8  per  cent 
tax  applies  to  gross  amount  paid  for  book  purchased  on  or  after  November  1,  1917, 
as  and  when  collection  is  made  therefor,  and  if  evidence  of  right  to  exemption  be 
delivered  to  carrier  at  time  of  purchase,  book  shall  be  stamped  '*Tax  not  paid"; 
when  tax  applies,  and  when  it  does  not  apply,  to  amount  paid  for  coupons  lifted 
from  mileage  books  purchased  in  Canada  or  Mexico,  stated.  (T.  D.  2676;  Mar.  18, 
1918.) 

• —  Observation  or  composite  cars. 

The  10  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  amount  paid  for  seats  in  observation  or  composite  cars.  (T.  D. 
2676;  Mar.  18,  1918.) 

Parlor  or  sleeping  cars. 

The  8  per  cent  tax  imposed  bv  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  amounts  paid  for  additional  passenger  tickets  purchased  or  fares 
paid  for  exclusive  occupanc  y  of  drawing  rooms,  compartments,  or  sections  in  sleeping 
or  parlor  cars.     (T.  D.  2676;  Mar.  18,  1918.) 

The  10  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  amount  paid  for  each  drawing  room  or  compartment  in  parlor  or 
sleeping  cars;  in  case  of  chartered  car,  the  amount  paid  for  the  haul  is  subject  to 
the  8  per  cent  tax,  and  balance  of  charges,  exclusive  of  meals,  is  subject  to  10  per 
cent  tax;  the  10  per  cent  tax  applies  to  amounts  paid  for  accommodations  for  use  in 
connection  with  transportation  between  points  in  United  States,  or  from  point  in 
United  States  to  point  in  Canada  or  Mexico,  whether  payment  be  made  in  United 
States  or  elsewhere,  and  even  though  transportation  be  part  of  throu^  transporta- 
tion to  or  from  foreign  country  other  than  Canada  or  Mexico;  applicability  of  tax  to 
amounts  paid  for  commutation  books,  and  to  accommodations  furnished  free  under 
Federal  or  State  laws;  where  agent  of  one  carrier  in  collecting  amounts  paid  acts  on 
behalf  of  any  or  all  of  several  carriers,  such  s^nt  shall  collect  taxes  on  total  charges 
and  remit  to  other  carriers  respective  amounts,  changes  and  taxes,  collected  on  their 
behalf,  such  other  carriers  to  return  and  pay  such  taxes.    (T.  D.  2676;  Mar.  18, 1918.) 

• Partial  use  of  tickets. 

Employees  collecting  tickets  must  require  payment  of  taxes  on  every  ticket, 
excluding  commutation  and  season  tickets,  sale  date  of  which  is  prior  to  November 
1,  1917,  unless  ticket  and  conditions  under  which  it  is  presented  show  ticket  has 
been  used  prior  to  November  1,  1917,  for  part  of  journey  called  for  by  it;  return 
portion  of  round-trip  ticket  not  subject  to  tax;  tax  does  not  apply  to  ticket  with 
stop-over  privileges  presented  for  continuation  of  journey;  commutation  or  season 
tickets  not  taxable  if  presented  after  November  1, 1917.    (T.  D.  2676;  Mar.  18, 1918.) 
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Party  tickets. 

Eight  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  the  act  of  October 
3, 1917,  applies  to  total  amount  paid  for  party  ticket,    (T.  D.  2676;  Mar.  18, 1918.) 

•»^-  Penalties  for  failure  to  pay  or  collect  tax. 

Failure  to  pay  tax  by  passenger,  as  well  as  failure  to  collect,  reoort,  and  pay  by 
carrier,  subjects  passenger  and  carrier  to  penaltieB*    (T.  D.  2676;  Mar,  18,  1918.) 

—  Prepaid  orders. 

When  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  is 
applicable  to  amounts  paid  for  prepaia  orders,  calling  for  transportation  and  accom- 
modations in  sleeping  and  parlor  cars  and  on  vessels,  or  either  of  them,  stated; 
ticket  for  transportation  covered  by  prepaid  order  deemed  sold  and  issued  at  point 
where  initial  carrier's  transportation  b^^;  where  carrier  or  agency,  in  collecting 
amount  paid  for  prepaid  order,  acts  on  behalf  of  either  or  all  of  several  carriers, 
carrier  or  agency  first  referred  to  shall  collect  taxes  on  total  charges  as  and  when 
char^  are  collected,  and  remit  charges  and  taxes  to  initial  carrier  issuing  ticket, 
and  mitial  carrier  shall  return  and  pay  taxes.    (T.  D.  2676;  Mar.  18,  1918.) 

"Regular  established  lino.*' 

''Regular  established  line,''  as  used  in  act  of  October  3,  1917,  construed  to  mean 
a  regularity  of  operation  of  transportation  facilities  by  motor  power  between  definite 
points;  casual  or  intermittent  transportation  of  passengers  by  automobile  between 
two  points  would  not  constitute  a  regular  establisncd  line;  automobile  that  is  merely 
for  hire  and  which  takes  passenger  to  any  point  he  directs  does  not  constitute  regular 
established  line.    (T.  D.  2795;  Feb.  26,  1919.) 

Bound-trip  tickets. 

Tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October  3,  1917,  applies  to 
amount  paid  for,  or  applicable  to,  chatge  paid  for  round -trip  ticket,  providing  such 
amount  is  in  excess  ol  35  cents.    (T.  D.  2676;  Mar.  18,  1918.) 

If  return  portion  of  round-trip  ticket  sold  before  November  1,  1917,  be  presented 
for  return  journey,  such  return  portion  is  not  subject  to  tax.  (T.  D.  2676;  Mar.  18, 
1918.) 

Sales  of  bagrgagre. 

Where  baggage  is  refused  or  unclaimed  and  sold  by  carrier,  net  amount  realized 
from  sale  sliail  be  considered  transportation  charge,  and  3  per  cent  tax  shall  apply 
to  such  amount  and  be  paid  by  purchaser:  provided,  however,  that  if  such  amount 
be  in  excess  of  the  actual  transportation  cnarges,  tax  shall  not  apply  to  such  excess* 
(T.  D.  2676;  Mar.  18,  1918.) 

Season  tickets. 

The  term  ''commutation  or  season  tickets,"  as  used  in  section  500,  subdivision 
^c),  of  the  act  of  October  3,  1917,  includes  all  forms  of  tickets  issued  and  intended 
tor  use  for  a  certain  number  of  trips  between  two  given  termini,  whether  limited  or 
unlimited  aj9  to  the  time  in  which  they  are  to  be  used.    (T.  D.  2676;  Mar.  18,  1918.) 

The  8  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  Octobof  3, 
1917,  does  not  apply  to  amounts  paid  for  transportation  of  persons  in  case  of  season 
tickets  for  trips  less  than  30  miles.    (T.  D.  2676;  Mar.  18,  1918.) 

Season  tickets  sold  and  partially  used  before  November  1,  1917,  are  not  taxable 
if  presented  after  that  date  for  remainder  of  journey  or  journeys  called  for.  (T.  D. 
2676;  Mar.  18,  1918.) 

Stop-over  privileges. 

If  ticket  with  stop-over  privileges  sold  before  November  1,  1917,  be  presented 
for  continuation  of  journey,  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of 
October  3,  1917,  does  not  apply.    (T.  D.  2676;  Mar.  18,  1918.) 

*' Trips  less  than  30  miles." 

The  phrase  "for  trips  less  than  30  miles,"  as  used  in  subdivision  (c)  of  section  500 
of  the  act  of  October  3,  1917,  in  connection  with  commutation  and  season  tickets, 
means  for  less  than  30  constructive  miles  in  instances  where  the  rate  for  transporta- 
tion is  fixed  on  the  constructive  mileage.    (T.  D.  2676;  Mar.  18,  1918.) 
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VesselB. 

The  8  per  cent  tax  impoeed  by  subdivision  (c)  of  section  500  of  act  of  October  3, 
1917,  applies  to  amounts  paid  for  accommodations  furnished  on  steamers.  (T.  D. 
2676;  Mar.  18,  1918.) 

The  10  per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  act  of  October 
3,  1917,  includes  amounts  paid  for  compartments  on  vessels;  where  amount  paid 
for  transportation  of  persons  to,  through,  or  from  United  States,  or  for  round-trip 
ticket,  includes  accommodations  on  vessels,  entire  amount  paid  is  subject  to  the  8 
per  cent  tax  imposed  by  subdivision  (c)  of  section  500  of  the  act  of  October  3,  1917; 
but  where  separate  charge  is  made  for  seat,  berth,  or  stateroom  on  vessel  the  10  pOT 
cent  tax  shim  be  collected  on  such  separate  berth  or  stateroom  charges,  in  addition 
to  the  8  per  cent  tax  on  transportation;  where  agent  of  one  carrier  in  collecting 
amounts  paid  for  seats,  berths,  or  staterooms  on  vessels  acts  on  behalf  of  another  or 
all  of  several  carriers,  such  agent  shall  collect  taxes  on  total  charges  and  remit  to 
other  carriers  respective  amounts,  charees,  and  taxes  collected  on  their  behalf, 
such  other  carriers  to  return  and  pay  such  taxes.    (T.  D.  2676;  Mar.  18,  1918.) 

When  amounts  paid  in  connection  with  steamship  orders  and  tickets  issued  in 
exchange  therefor  are  taxable,  stated.    (T.  D.  2676;  Mar.  18, 1918.) 

- —  Zone  system. 

If  person  pays  or  carrier  collects  fare  for  continuous  journey  at  intervals  in 
amounts  of  less  than  36  cents,  as  in  zone  system,  tax  imposed  by  subdivision  ^c)  of 
section  500  of  act  of  October  3,  1917,  must  be  collected  on  total  chai^ges  from  starting 
point  to  final  destination  of  such  person,  if  charges  aggregate  36  cents  or  more. 
(T.  D.  2676;  Mar.  18,  1918.) 

Payment  of  taxes. 

All  taxes  imposed  by  section  500  of  the  act  of  October  3, 1917,  shall  be  paid  by  the 
person,  corporation,  partnership,  or  association  from  whom  or  from  which  the  carrier 
collectis  t^e  charges  for  the  services  or  facilities  rendered.    (T.  D.  2676;  Mar.  18, 

1918.) 

Penalties  for  failure  to  collect,  pay,  or  report  tax. 

Penalties  provided  for  by  section  1004  of  the  act  of  October  3.  1917,  for  failure  to 
collect,  pay,  or  report  the  tax,  etc.,  apply  to  each  offense.     T.  D.  2676;  Mar.  18, 

1918.) 

"Railroad  system ''—Definition. 

The  term  '* railroad  system"  as  used  in  subdlNdsion  (b)  of  section  501  of  the  act  of 
October  3,  1917,  means  two  or  more  railroads  and  such  other  carriers  as  may  be 
operated  in  conjunction  therewith,  all  such  railroads  and  other  carriers  being  under 
one  general  operating  management,  and  even  though  each  such  railroad  or  other 
carrier  maintains  its  corporate  identity.    (T.  D.  2676;  Mar.  18,  1918.) 

Becorda — ^Adjustment  of  taxes. 

Officers,  agents,  and  other  employees  of  carriers  authorized,  in  adjusting  over- 
charges and  undercharges,  to  adjust  taxes  accordinriy;  adjustment  of  tax  where, 
after  collection  of  charge  and  tax,  it  is  claimed  that  cnarge  is  entitled  to  exemption, 
not  authorized;  all  adjustments  must  be  recorded  and  reported,  and  must  be  sup- 
ported by  such  evidences  as  will  substantiate  correctness  thereof,  which  evidence 
must  be  kept  in  respective  offices  through  which  adjustments  are  mitde.  (T.  D. 
2676;  Mar.  18,  1918.) 

■ Summaries  of  transactions. 

Officers,  agents,  and  other  employees  of  carriers  shall  cause  to  be  assembled  for 
each  calendar  month,  at  general  offices  of  carriers,  summaries  showing  a^^te 
taxes  collected  as  well  as  summaries  of  all  tax  adjustments;  such  summanes  snail 
show  aggregate  taxes  of  each  class  collected,  as  called  for  by  Form  727,  and  total 
amount  deaucted  for  adjustments  on  account  of  overcharges  as  called  for  by  such 
form,  and  difference  between  the  two  items  shall  be  amount  to  be  reported  to  col- 
lector.   (T.  D.  2676;  Mar.  18,  1918.) 

• Taxes  collected. 

Records  of  carriers  shall  be  so  kept  as  to  show  application  of  tax  imposed  by 
section  500  of  act  of  October  3,  1917,  to  each  consignment  of  property,  tickets  sola, 
fare  collected,  or  other  individual  transactions;  riiould  any  payment  for  services  or 
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Becordfl — Contmued. , 

Taxes  collected — Continued. 

lacilitiee  of  carriers  be  exempted,  under  Bection  502,  from  tax,  or  ehould  tax  be 
collectible  by  carrier  other  than  one  furnishing  services  or  facilities,  notation  shall 
be  made  on  records  of  carrier  furnishing  services  or  facilities  indicating  reason  for 
not  collecting  such  tax.    (T.  D.  2676;  Mar.  18,  1918.) 

Betum  and  remittazice  of  taxes. 

On  or  before  March  31, 1918,  returns  must  be  made  and  taxes  remitted  for  month 
of  November,  1917,  and  on  or  before  March  31,  1918,  and  on  or  before  last  day  of 
each  succeeding  month  returns  required  by  section  503  of  act  of  October  3,  1917, 
must  be  made  under  oath,  in  duplicate,  for  third  preceding  month  to  collector  of 
district  in  which  principal  office  or  place  of  business  of  carrier  making  return  is 
located,  and  taxes  collected  during  month  covered  by  each  such  return,  less  tax 
adjustments  during  such  month  on  account  of  overcharges  must  be  remitted  at  time 
return  is  made.    (T.  D.  2676;  Mar.  18,  1918.) 

••  State  "—Definition, 

The  word  ''State,'*  as  used  in  section  502  of  the  act  of  October  3.  1017,  includes 
political  subdivisions  thereof,  such  as  counties,  cities,  towns,  ana  other  munid- 
palitiee.    (T.  D.  2676;  Mar.  18, 1918.) 

Sommaries  of  tax  collections,  adjustments,  etc. 

Officers,  agents,  and  other  employees  of  carriers  shall  cause  to  be  assembled  for 
each  calendar  month,  at  general  offices  of  carriers,  summaries  showing  aggregate 
taxes  collected  as  well  as  summaries  of  all  tax  adjustments;  such  sununanes  wall 
show  aggregate  taxes  of  each  class  collected,  as  called  for  by  Form  727.  and  total 
amount  deducted  for  adiustments,  on  account  of  overchaiges,  as  called  for  by 
Form  727,  and  difference  between  the  two  items  shall  be  amount  to  be  reported  to 
coUector.    (T.  D.  2676;  Mar.  18, 1918.) 

'•Territory  "—Definition, 

The  word  "Territory,"  as  used  in  section  502  of  the  act  of  October  3, 1917,  includes 
political  subdivisions  thereof,  such  as  counties,  cities,  towns,  and  other  municipal- 
ities.    (T.  D.  2676;  Mar.  18,  1918.) 

'*  Transportation  " — ^Definition. 

The  word  ''transportation,"  as  used  in  Title  V  of  the  act  of  October  3, 1917,  means 
the  movement  of  persons  and  property  by  a  carrier,  including  all  services  and  ^ili- 
ties  rendered,  furnished,  or  used  in  connection  with  such  movement  by  or  on 
behalf  of  a  carrier;  it  includes  receipt^  delivery,  elevation,  transfer  in  transit,  venti- 
lation, reMgeration,  icing,  storage,  tnmmin^  of  cargo  in  vessels,  wharfage|  handlins 
of  property  transported,  feeding  and  watenng  live  stock,  and  all  other  inddentjl 
services  and  faduties,  but  does  not  include  cartage  or  passengers'  meals  or  hotel 
accommodations.    (T.  D.  2676;  Mar.  18,  1918.) 

«<ITnited  States"— Definition. 

The  term  ''United  States,"  as  used  in  Title  V  of  the  act  of  October  3, 1917,  means 
only  the  States,  Alaska,  Hawaii,  and  the  District  of  Columbia.  (T.  D.  2676;  Mar. 
18,  1918.) 

TBEASTTBY  DECISIONS. 
Income  taxes. 

Treasury  decisions  promulgating  rulings  of  internal  revenue  bureau  become 
effective  upon  date  of  approval,  unless  otherwise  stated  therein;  cases  previously 
adjusted  in  contravention  of  law  as  pronounced  in  such  decisions  are  subject  to 
rea<lju6tment  in  accordance  with  the  decision.    (T.  D.  2690;  art.  38.) 

TRBASXJBY  STOCK. 
Definition. 

Wliere  treasury  stock,  defined  to  mean  stock  which  had  been  previously  issued 
b^  corporation,  and  which  had  been  repossessed  by  it  through  purchase  or  other- 
wise, and  then  carried  on  its  books  as  an  asset,  is  resold  at  a  price  in  excess  of  its 
cost  upon  repossession,  such  excess  shaU  be  returned  as  income  for  year  in  which 
resold;  unissued  stock  retained  by  corporation  for  future  sale  will  not  be  considered 
treasury  stock,  and  when  sold,  no  part  of  proceeds  will  be  considered  taxable  income. 
(T.  D.  2690;  art.  98.) 
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TBEATINO  MONEY. 

Income  taxes — ^Deduction. 

So-called  "spending  or  treating  money"  actually  advanced  by  corporatioiiB  to 
their  traveling  ealeamen  to  be  used  by  them  as  part  of  expenBe  incident  to  selling 
product  is  allowable  deduction,  but  deduction  is  conditioned  upon  satisfactory 
showing  that  all  allowance  claimed  was  actually  expended  for  and  was  an  ordinary 
and  usual  expense  incurred  in  selling  the  product  or  merchandise  of  the  corporati<xi. 
(T.  D.  2690;  art.  133.) 

TRIPS  LESS  THAN  80  MILES. 
DefiBition. 

The  phrase  "for  trips  less  than  30  miles,"  as  used  in  subdivision  (c)  of  section  500 
of  the  act  of  October  3,  1917,  in  connection  with  commutation  ana  season  tickets, 
means  for  less  tban  30  constructive  miles  in  instances  where  the  rate  for  transporta- 
tion is  fixed  on  the  constructive  mileage.    (T.  D.  2676;  Mar.  18, 1918.) 

TBTTCX:  FARMS. 
Income-tax  retuxns. 
See  "Farmers." 

TRUSTS. 

MassachuBetts  trusts — Capital  stock  tax. 

So-called  Massachusetts  trusts  are  subject  to  tax  imposed  by  act  September  8, 
1916.    (T.  D.  2750,  art.  2,  Appendix  A;  Aug.  9,  1918.) 

—  Income  taxes. 

Organization  under  constitution  of  which  individuals  who  are  beneficially  inter- 
ested in  various  proportions  in  same  property  and  hold  assi^able  certificates  repre- 
senting their  different  interests  therein,  but  who  can  claim  no  pjart  of  income  of 
propertv  as  their  income  as  distinguished  from  income  of  organization,  commit  con- 
trol ana  management  of  such  property,  for  profit,  to  trustees,  free  from  their  own 
immediate  control  or  interference,  except  that  they  may  act  by  majority  in  amount 
and  interest  for  purpose  of  allowing  extra  compensation  to  trustees,  filling  vacancies 
in  office  of  trustees  or  modifying  terms  of  declaration  of  trust,  is  an  "association  *'  and 
taxable  as  such  under  Section  11,  G  (a),  of  the  act  of  October  3,  1913.  (T.  D.  2720; 
June  4, 1918,  Ct.  Dec) 

Where  trustees  hold  shares  of  stock  of  corporation  and  real  estate  subject  to  lease, 
collecting  di\'idends  and  rents,  but  otherwise  doing  no  business,  and  distribute 
the  income  less  taxes  and  similar  expenses  to  holders  of  their  receipt  certificates, 
who  have  no  control  except  right  of  filling  vacancies  among  trustees  and  of  consent- 
ing to  modification  of  terms  of  trust,  such  trust  is  not  subject  to  income  tax  as  joints 
stock  association,  under  act  of  October  3,  1913,  and  trustees  and  cestui  que  trust 
are  to  be  treated  as  fiduciaries  and  beneficiaries  for  purposes  of  taxation.  (T.  D. 
2816;  Apr.  2,  1919.    Ct.  Dec.) 

— —  Stamp  tax  on  certificates  of  shares. 

Tax  imposed  by  act  Oct.  3,  1917,  on  issue  or  transfer  of  capital  stock  applies  to 
issue  or  transfer  of  certificates  of  shares  in  so-called  Massachusetts  trusts  and  other 
unincorporated  associations.     (T.  D.  2752;  Aug.  14,  1918.) 

Votingwtrust  certificates — Stamp  taxes. 

Tax  imposed  by  act  October  3,  1917,  on  issue  of  capital  stock  does  not  ai>ply  to 
issue  of  voting-trust  certificates,  representing  stock  certificates  already  issued, 
nor  to  mere  issue  of  new  certificates  in  place  of  old  certificates  for  stock  previously 
outstanding.     (T.  D.  2752;  Aug.  14,  1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  stock  to  or  from  voting  trustees  and  to  transfer  of  votmg-trust  ceroncates.  (T.  D. 
2752;  Aug.  14,  1918.) 

TRUST  COMPANIES. 

Capital  stock — tissue — Stamp  taxes. 

Tax  imi)o8ed  by  act  October  3,  1917,  on  issue  of  capital  stock  attaches  to  issue  of 
stock  of  either  corporation  in  addition  to  already  existing  stock  upon  merger  of 
trust  companies  under  sections  487-496  of  New  York  banking  law,  but  sudi  tax 
does  not  attach  to  substitution  of  new  certificates  for  certificates  representiiig  old 
stock  of  merging  corporation.    (T.  D.  2762:  Aug.  14,  1918.) 
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Ineoine  taxes— Net  Inooxne. 

In  case  of  banks  and  banking  aasociationB,  loan  or  trust  companies,  interest  paid 
within  year  on  deposits  or  on  moneys  received  for  investment  and  secured  by 
interest-bearing  certificates  of  indebtedness  issued  by  such  bank,  banking  associa- 
tion, loan  or  trust  company,  may  be  allowably  deducted  from  gross  income  of  such 
corporation.    (T.  D.  2690;  art.  190.) 

Special  tax  on  bankers. 

Capital^  surplus,  and  undivided  profits  of  trust  company  doing  business  as  banker, 
invested  in  stocks,  bonds,  and  securities,  are  treated  as  used  and  being  in  bankin  ? 
within  Hie  meaning  of  section  3  of  the  act  of  October  22, 1914,  and  the  tax  impose  1 
is  upon  so  much  thereof  as  are  used  in  the  banking  busmeas.  (T.  D.  2460;  Mar. 
17, 1917.    Ct.  Dec.) 

TRUST  DEEDS. 

Income  taxes— Information  at  source. 

Returns  of  information  required,  regardless  of  amount,  in  case  of  payments  of 
interest  upon  bonds,  mortgi^es,  or  deeds  of  trust,  or  other  similar  obli^tions  of 
domestic  or  resident  corporations,  joint-stock  companies,  associations,  and  insurance 
companies,  and  in  the  case  of  foreign  items;  original  ownership  certificateB,  when 
duly  filed,  shall  constitute  and  be  treated  as  returns  of  information.  (T.  D.  2758; 
Oct.  2, 1918.) 

Betoms. 

A  deed  of  trust  must  be  absolute  so  &ur  as  the  conveyance  of  title  is  concerned  and 
irrevocable  by  the  donor,  otherwise  income  from  property  in  question  will  accrue 
to  donor  and  must  be  accounted  for  by  him.    (T.  D .  2690 ;  art.  29.) 

Withholding. 

Withholding  provisions  of  sections  9  (b)  and  (c)  of  the  income  tax  law  apply  to 
normal  income  tax  of  citizens  and  resident  aliens,  only  when  derived  from  interest 
on  bonds  and  mortgages,  deeds  of  trust,  or  other  similar  obligations  of  corporations, 
associations,  etc.,  which  have  a  "tax-free  covenant  clause,  reg:ardle8s  of  amount 
and  period  of  payment;  on  and  after  January  1,  1918,  normal  tax  of  2  per  cent  im- 
posea  by  the  act  of  October  3,  1917,  is  the  tax  to  be  deducted  and  withheld  from 
citizens  or  residents  of  the  United  States  in  accordance  with  section  9  (c).  (T.  D. 
2690;  art.  43.) 

TRUST  ESTATES. 

Estate  taxes. 

Thirty-day  notice  ^Form  705)  must  be  filed,  within  30  days  after  death  of  decedent 
whose  estate  is  taxaole,  b^  tnistces  holding  property  conveyed  during  lifetime 
by  decedent  in  contemplation  of  death  or  with  intent  to  provide  for  ouiers  than 
decedent  at  or  after  decedent's  death,  regardless  of  date  of  instrument  making 
conveyance,  or  date  of  possession  by  trustee,  or  date  of  vesting  of  right  of  survivors  to 
possession  or  enjoyment  at  or  after  decedent's  death.    (T.  D.  2454;  Feb.  28,  1917.) 

Income  taxes— Exemptions. 

When  income  is  taxable  to  trustee,  as  in  case,  under  present  income  tax  law,  of  a 
trust  income  of  which  is  accumulated  for  benefit  of  unborn  or  unascertained  persons, 
trustee  is  regarded  as  owner  of  all  bonds  held  in  trust  and  the  tnist  is  entitled  to 
exemption  on  account  of  such  ownership;  in  such  case  subscription  by  trustee  for 
bonds  of  Fourth  Liberty  Loan  constitutes  trustee  as  such  the  original  subscriber 
and  entitles  the  trust,  on  account  of  such  subscription,  to  collateral  exemption  of 
interest  on  bonds  of  previous  issues.    (T.  D.  2762;  Oct.  18,  1918.) 

When  income  as  such  is  taxable  to  beneficiaries,  as  in  case,  under  present  income 
tax  law,  of  trust  income  of  which  is  to  be  distributed  annually  or  regnlarly  between 
existing  beneficiaries,  each  beneficiary  is  regarded  as  owner  of  proportionate  part  of 
bonds  held  in  trust,  and  subscription  by  trustee  for  bonds  of  Fourth  Liberty  Loan 
constitutes  each  beneficiary  an  original  subscriber  for  his  proportionate  part  and 
entitles  him  to  collateral  exemption  of  interest  on  bonds  of  previous  issues,  whether 
owned  by  beneficiary  or  by  trustee,  and  subscription  by  such  beneficiary  for  bonds 
of  Fourth  Liberty  Loan  entitles  him  to  collateral  exemption  of  interest  on  bonds  of 
previous  issues  held  by  trustee.    (T.  D.  2762;  Oct  18,  1918.) 
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Income  taxes — Continued. 

Gross  income. 

All  amounts  paid  by  fiduciaries  to  beneficiaries  of  trust  estates  bcni  income  of  such 
estates,  wheUier  from  receipts  or  otherwise,  are  held  to  be  distributions  of  income 
and  will  be  treated  for  income-tax  purposes  in  accordance  with  provisions  of  law  and 
regulations  applicable  to  income  of  such  beneficiaries.    (T.  D.  2690;  art.  29.) 

Beneficiary  will  be  required  in  case  of  trust  estate  to  account  for  actual  amounts 
distributed  or  credited  to  him.    (T.  D.  2690;  art.  29.) 

Net  income. 

For  purpose  of  normal  tax  only,  income  embraced  in  personal  return  shall  be 
credited  with  amount  received  as  dividends  upon  stock  or  from  net  earnings  of  any 
corporation,  joint-stock  company  or  association,  trustee,  or  insurance  company, 
which  is  taxable  upon  its  net  income ;  applicable  to  nonresident  aliens.  (T .  D .  2690; 
arts.  9,  11.) 

Where  trustees  of  sinkine  fund  have  invested  amount  of  sinking  fund  reserve  or 
any  portion  of  it  in  bonds  of  corporation,  and  such  corporation  pays  to  trustees  interest 
thereon,  tiie  corporation  will  be  permitted  to  deduct  such  interest,  pro\'ided  amount 
thus  paid,  plus  mterest  on  any  otner  outstanding  indebtedness,  does  not  exceed  legal 
limit;  interest  paid  to  trustees,  U^ther  with  all  other  earning  on  investments  made 
i>y  trustees  of  tiie  sinking  fund,  must  be  included  in  gross  income  of  corporation. 
(T.  D.  2690;  art.  189.) 

Refunds. 

Claim  for  refund  filed  by  the  attorney  for  trust  company,  trustee  under  will,  and 
claim  filed  for  and  in  behiftlf  of  acbninistrator  de  bonis  non  of  decedent,  can  not  be 
ascribed  to  ce3tiii  que  trust  on  whose  behalf  the  original  executrix  paid  the  tax 
without  protest,  and  hence  did  not  satisfy  provision  of  act  of  July  27,  1912,  that 
repayment  shall  be  made  to  "such  claimants  as  have  presented  or  shall  hereafter  so 
present  their  claims."     (T.  D.  2886;  July  10, 1919.    Ct.  Dec.) 

Inutility  of  filing  claim  by  the  cestui  que  trust,  based  on  fact  that  she  knew 
precise  facts  of  demands  that  had  been  made,  and  that  she  knew  also  that  claims 
of  the  class  to  which  hers  belonged  had  been  uniformly  rejected,  can  not  be  nvfted 
as  an  excuse  for  failure  to  file  another  claim  in  her  own  name.  (T.  D.  2886; 
July  10,  1919.    Ct.  Dec.) 

• Returns. 

Where  terms  of  will  or  trust  or  decree  of  court  provide  for  keeping  corpus  of  trust 
estate  intact  and  where  physical  property  has  suffered  depreciation  through  its  em- 
ployment in  business,  aeduction  from  firoes  income  to  care  for  this  depreciation, 
where  deduction  is  applied  or  held  by  fiduciary  for  m Airing  good  such  depredaticHi, 
may  be  claimed  by  fid uciary  in  his  return ;  contents  of  return,    (T.  D .  2690 ;  art.  29. ) 

Where,  in  case  of  more  than  one  trust,  creator  in  each  instance  is  same  person,  and 
trustee  in  each  instance  is  the  same,  trustee  should  make  single  return  on  Form  1041 
for  all  trusts  in  his  hands,  notwithstanding  fact  that  they  arise  from  different  instru- 
ments; when  trustees  are  created  by  different  persons  for  benefit  of  same  beneficiary, 
trustee  should  make  return  for  each  trust  separately  on  Form  1041.  (T.  D.  2690; 
art.  29.) 

Where  income  under  the  provisions  of  section  2  (b)  of  the  act  of  September  8, 1916. 
is  accounted  for  in  return  b^  the  executor,  administrator,  or  trustee,  and  the  tax  shall 
have  been  assessed  and  paid,  income  is  therefore  freed  of  all  tax  liablity;  return  on 
Form  1040  or  1040 A,  suDject  to  all  deductions  and  exemptions,  shall  oe  made  by 
executor  or  administrator  for  estate  during  period  of  administration,  and  entire  tax 
paid  thereon.    (T.  D.  2690;  art.  29.)  . 

Income  accumulated  in  trust  for  unascertained  persons  or  persons  with  contingent 
interests  is  income  accruing  to  the  estate  and  is  taxable  to  tne  estate.  (T.  D.  2690; 
art.  29.) 

Fiduciary  acting  for  beneficiary  in  more  than  one  estate  or  trust  is  reqiiired  to 
account  for  each  estate  separately  when  amounts  are  such  as  to  require  ming  of  a 
return,  and  also  a  return  oi  information ;  fiduciary  acting  for  minor  or  insane  person 
having  net  income  of  $1,000  or  $2,000,  according  to  marital  status  of  such  person, 
required  also  to  file  return  for  such  incompetent  on  Form  1040 and  1040 A,  and  pay 
tax  found  to  be  due,  when  there  is  more  than  one  beneficiary  of  the  income  of  the 
same  trust.    (T.  D.  2690;  art.  29.) 


Digitized  by  VjOOQIC 


TBUSTEE6  IN  BANKBUPXCY — TUBKISH  BATH8.  621 

Ineome  taxes — Continued. 
Returns — Continued. 

Income  held  for  future  distribution  under  terms  of  ^1  or  trust  is  taxable  to  the 
estate  except  when  returned  by  the  beneficiary  for  the  purpose  of  the  tax.  (T.  D. 
2690;  art.  29.) 

Where  fiduciarv  in  United  States  is  recipient  of  trust  income  for  which  a  non- 
resident alien  is  the  sole  beneficiary,  fiduciary  required  to  make  full  and  complete 
return  on  Form  1040  or  1040A,  as  case  may  be,  for  such  income  on  behalf  of  non- 
resident alien,  and  pay  any  and  all  normal  tax  found  by  such  return  to  be  due, 
and  any  and  aU  surtax,  provided  the  income  is  not  returned  for  the  pnrpoee  of  the 
tax  by  the  beneficiary;  where  there  are  two  or  more  beneficiaries,  one  or  aU  of 
whom' are  nonresident  aliens,  fiduciary  shall  render  return  on  Form  lOfl,  and  per- 
sonal return  on  Form  1040  or  1040A,  for  each  nonresident  alien  beneficiary.  (T.  D. 
2690,  art.  29,  as  amended  by  T.  D.  2988;  Mar.  3, 1920.) 

Return  of  individual  is  open  to  inspection  by  tnistee  of  taxpayer's  estate,  or  by 
duly  constituted  attorney  in  fact  of  such  tnistee,  where  maker  of  return  has  died; 
and.  in  discretion  of  Commissioner,  by  one  of  the  heirs  at  law  or  next  of  kin  of 
deceased  person  upon  showing  that  he  has  a  material  interest  which  will  be  affected 
by  information  contained  in  the  return .     (T .  D .  2961 ;  Jan.  7 ,  1920.) 

Copy  of  income  return  may  be  furnished  by  C/ommissioner  to  person  who  made 
return  or  to  his  duly  constituted  attorney,  or  if  entity  is  in  haiids  of  tnistee  in 
bankruptcy,  to  such  trustee  upon  written  application  for  same,  accompanied  by 
satisfactory  evidence  that  applicant  comes  within  this  provision.  (T.  D.  2962; 
Jan.  7, 1920.) 

Inheritance  taxes. 

Remote  possibility  that  funds  turned  over  to  legatees  before  July  1,  1902,  by  an 
executor  might  have  to  be  returned  does  not  prevent  their  being  vested  and  taxable 
imder  the  war-revenue  act  of  1898;  for  purposes  of  that  act  the  interest  transferred 
before  July  1,  19^)2.  from  an  estate  to  a  trustee  for  ascertained  persons  is  vested  in 
.  posse^on  no  less  than  when  it  is  conveyed  directly  to  them.  (T.  D.  3008;  Apr.  22, 
1920.    Ct.  Dec.) 

TBUSTEBS  IN  BANKBT7PTCY. 

Bonds— Stamp  taxes. 

Indenmity  or  surety  bonds  given  by  trustees  in  bankruptcy  for  purpose  of  qualify- 
ing as  such  are  bonds  required  in  legal  proceedings,  and  therefore  exempt  from  taxa- 
tion under  Schedule  A,  act  of  October  3,  1917.    (T.  D.  2647;  Feb.  2,  1918.) 

Bistilled  spirits— Floor  tax. 

Under  section  1003  of  act  October  3, 1917,  tax  on  spirits  in  hands  of  bankruptcy 
court  June  1,  1917,  shall  be  collected  from  purchaser  thereof  by  trustees  in  bank- 
ruptcy or  their  acent,  and  quantity  sold  and  amount  of  tax  collected  during  any 
calendar  month  snail  be  reported  to  collector  of  district  in  which  sales  are  made  not 
later  than  10th  da^  of  month  succeeding,  which  report  shall  be  transmitted  to 
Oommiasioner's  ofiSce,  whereu]^n  assessment  will  be  made  and  tax  collected  in 
ordinary  course;  person  collecting  tax,  whether  it  is  specificallv  charged  as  such  to 
person  to  whom  spirits  are  delivered  or  not,  will  be  held  liable  for  same.  (T.  D. 
2749;  July  29,  1918.) 

Income  taxes — ^Returns. 

Under  section  13,  paragraph  (C),  receivers,  trustees  in  bankruptcy,  or  assignees  in 
charge  of  and  operatmg  property  and  business  of  corporations,  must  make  returns  of 
annual  net  income  and  pay  tax  regardless  of  what  oisposition,  subject  to  orders  of 
court,  may  be  made  of  such  income;  such  receiver,  etc.,  stands  in  place  of  corporate 
officers  and  must  perform  all  duties  and  assume  all  liabilities  which  would  devolve 
upon  such  officers  were  they  in  control;  iccome  which  he  receives  is  income  of  cor- 
poration and  is  subject  to  tax  imposed  in  so  far  as  it  exceeds  deductions  or  allowances 
authorized  by  law,  and  such  receiver,  etc.,  must  make  true  return  of  annual  net  in- 
come covering  each  year  or  part  of  each  year,  during  which  he  is  in  custody  and  con- 
trol of  business  or  properties,  and  will  be  liable  to  all  penalties  for  failure  to  meet 
any  of  its  requirements.    (T.  D.  2690;  art.  209.) 

TURKISH  BATHB. 

Admissions. 

See  "Admissions." 
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UNDISTBIBX7TED  NET  INCOHB. 

See  "ExcesB  ProfitB  Tax";  "Income  Taxee  (Corporationa)'*;  "Income  Taxes 
(Individuala)." 

TTNTTBD   STATES. 

Annuities — Information  at  source  for  income-tax  purposes. 

Every  person,  corporation,  etc.,  paying  annuities  of  $800  or  more  in  any  taxable 
year,  or,  in  case  of  such  payment  made  by  the  United  States,  the  oflScers  or  employees 
of  the  United  States  having  information  as  to  such  payments,  authorized  and  required 
to  render  due  and  accurate  return,  setting  forth  the  amount  of  such  annuities  and  the 
name  and  address  of  the  recipients  thereof.    (T.  D.  2690;  art.  34.) 

Bonds  or  obligations — Additional  taxes. 

See  "Liberty  Bonds." 

Taxpayer  may  give  personal  bond  with  one  or  more  personal  sureties,  as  required 
by  statute,  supported  oy  deposit  of  registered  bonds  of  United  States,  at  face  value 
equal  to  penal  sum  of  bond,  assigned  to  "the  Commissioner  of  Internal  Revenue." 
(T.  D.  2606;  Dec.  13,  1917.) 

Capital  stock  tax. 

Any  surplus  or  undivided  profits  of  a  foreign  corporation  that  are  invested  in 
United  States  bonds  or  other  securities  having  no  connection  with  actual  business 
of  corporation  transacted  in  this  country  may  be  stated  on  return.  Form  708^nder 
item  3,  but  should  not  be  included  under  item  1  as  "capital  invested  in  the  United 
States."    (T.  D.  2467;  Mar.  27,  1917.) 

Estate  tax. 

United  States  Government  bonds  must  be  added  to  value  of  estates  for  puipose 
of  taxation.    (T.  D.  2449;  Feb.  13,  1917.) 

Excess  profits  tax. 

See  "Liberty  Bonds." 

Interest  received  on  all  United  States  bonds  and  certificates  exempt  from  normal 
income  tax  need  not  be  included  in  gross  income  in  return  made  for  purpose  of  the 
2  per  cent  tax  or  the  4  per  cent  tax,  but  interest  on  bonds  and  certificates  issued 
under  the  act  of  September  24,  1917,  in  excess  of  interest  on  $5,000  ag^egate  prin- 
cipal amount  of  such  bonds  and  certificates  must  be  included  in  net  income  upon 
which  war  excess-profits  tax  is  computed.    (T.  D.  2690;  art.  100.) 

—  Income  tcaes. 

See  "Liberty  Bonds." 

Interest  on  State,  municipal,  and  United  States  bonds  received  by  corporations 
is  not  taxable  to  the  corporation;  upon  amalgamation  with  other  funds  or  con>:>ra- 
tion  such  income  loses  its  identity;  when  distributed  to  stockholders  as  a  divioend, 
entire  amount  of  dividend  is  subject  to  inclusion  in  returns  of  income  for  purposes 
of  tax;  foregoing  holds  true  for  scrip  payment  of  interest.    (T.  D.  2690;  art.  4.) 

There  shall  not  be  included  as  income  interest  on  obliM-tions  of  the  United  States 
(but,  in  case  of  obligations  of  the  United  States  issued  after  September  1, 1917,  only 
if  and  to  extend  provided  in  act  authorizing  issue  thereof),  or  its  possessions.  (T. 
D.  2690;  art.  5.) 

Section  1200  of  the  act  of  October  3,  1917,  so  amends  section  4  of  the  act  of  Sep- 
tember 8,  1916,  as  to  exempt  interest  on  obligations  of  United  States  issued  after 
September  1,  1917,  only  if  and  to  extent  provided  in  act  authorizing  their  issue; 
income  from  bonds  and  certificates  issued  under  the  act  of  September  24,  1917,  is 
ex^npt  from  war  income  tax  of  4  per  cent  imposed  upon  net  income  of  coi^rationa 
by  section  4  of  Title  I  of  the  act  of  October  3,  1917,  and  the  2  per  cent  tax  imposed 
by  section  10  of  Title  I  of  the  act  of  September  8,  1916,  as  amended.  (T.  D.  2690; . 
art.  85.) 

Interest  received  on  all  United  States  bonds  and  certificates  exempt  from  normal 
income  tax  need  not  be  included  in  gross  income  in  return  made  for  purpose  of  the 
2  per  cent  tax  or  Uie  4  per  cent  tax,  but  interest  on  bonds  and  certificates  issued 
under  the  act  of  Septemoer  24,  1917,  in  excess  of  interest  on  $5,000  ag^egate  prin- 
cipal amount  of  such  bonds  and  certificates  must  be  included  in  net  income  ui>on 
which  war  excess-profits  tax  is  computed.    (T.  D.  2690;  art.  100.) 
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Bonds  or  oUlg^atioiiB — Continued. 
Income  taxes — Continued. 

All  interest  received  on  obli^tionfi  of  United  States  or  its  possessions  or  on  obli- 
gations of  a  State,  or  any  political  subdivision  thereof,  should  be  eliminated  in 
ascertaining  gross  income;  accrued  interest  on  bonds  purchased  must  not  be  in- 
cluded in  amount  eliminated  from  gross  income;  in  case  of  obligations  of  United 
States  issued  after  September  1,  1917^  income  therefrom  is  exempt  from  tax  only 
to  extent  provided  in  the  act  authorizing  their  issue,  and  income  nom  such  obliga- 
tions received  by  insurance  companies  u  exempt  from  2  per  cent  and  4  per  cent 
tax.    (T.  D.  2690;  art.  239.) 

Restrictions  as  to  distribution  of  earnings  of  previous  taxable  years  resulting  from 
presumption  that  all  current  distributions  are  from  current  earnings  do  not  apply 
to  use  of  earnings  for  investments  by  corporations;  the  acts  of  September  8,  1916, 
.  and  October  3,  1917,  contain  no  limitations  or  restrictions  as  to  source  from  which 
may  be  taken  earnings  used  for  this  purpose;  amounts  invested  in  obligations  of 
Umted  States  issued  after  Septemb^  1,  1917,  may  thus  be  treated  as  made  from 
such  earnings  as  the  corporation  may  designate.    (T.  D.  2700;  Apr.  16,  1918.) 

Amount  of  Income  subject  to  10  per  cent  tax  imposed  by  section  10  (b)  of  act  of 
September  8^  1916  as  amended,  is  to  be  ascertained  by  deducting  from  total  net 
income  received  during  taxable  year  as  determined  for  purposes  of  annual  tax 
imposed  by  section  10  (a),  which  remains  undistributed  six  months  after  end  of 
such  taxable  year,  (1)  amount  of  any  income  taxes  imposed  by  authority  of  United 
States  paid  by  corporation  within  such  taxable  vear  for  income  of  that  year,  ^2) 
such  payment  of  imdistdbuted  income  as  is  actually  invested  and  employed  in  tne 
business,  or  ^3)  is  retained  for  employment  in  the  reasonable  requirements  of  the 
business,  or  (4)  is  invested  in  obligations  of  United  States  issued  after  September 
1,  1917;  if  taxable  year  began  on  or  after  January  1,  1917,  remainder  is  amount 
upon  which  tax  is  assessed,  but  if  taxable  year  began  before  January  1,  1917,  pro- 
portion of  such  remainder  which  period  between  January  1,  1917,  and  end  of  such 
taxable  year  bears  to  whole  of  such  taxable  year,  is  amount  upon  which  tax  is 
assessed;  income  received  before  b^innin^  of  taxable  year  ending  in  1917,  is  not 
subject  to  tax  even  though  remaining  undistributed  six  months  alter  end  of  such 
taxable  year.    (T.  D.  2736;  June  18,  1918.) 

Designation  of  investment  of  earnings  in  obligations  of  the  United  States  issued 
subsequent  to  September  1,  1917^  may  serve  to  prevent  application  of  additional 
tax  of  10  per  cent  to  amount  so  invested,  but  does  not  warrant  disregarding  the 
amount  of  net  income  for  taxable  year  so  invested  in  determining  profits  or  surplus 
from  which  any  dividends  may  be  distributed.     (T.  D.  2763;  Oct.  21,  1918.) 

Stamp  tax  on  notes  secured  by.  ( 

Promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  any  bonds  or  obligations  of  United  States,  issued  after  April  24, 1917,  and 
all  promissory  notes  issued  and  delivered  on  or  after  April  6,  1918,  and  secured  by 
pledge  of  promissory  note  which  itself  is  secured  by  pledge  of  United  States  bonds 
or  obligations  issued  after  April  24, 1917,  are  exempt  from  stamp  tax  imposed  by 
section  301  of  the  act  of  April  5,  1918;  bonds  herein  mentioned  include  Liberty 
bonds;  exemption  applies  only  where  par  value  of  bonds  or  obligations  pledged 
shall  equal  amount  of  promissory  note.    (T.  D.  2701;  Apr.  16,  1918.) 

Carriers'  facilities,  exemption  from  tax  on  use  of. 

See  "Transportation  Tax." 
Oertiflcates  of  indebtedness — Income  and  excess  profits  taxes. 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  matur- 
ing June  25,  1918,  at  par  and  accrued  interest,  in  payment  of  income  and  excess- 
profits  taxes,  when  payable  at  or  before  maturity  oi  certificates;  amount  of  such 
certificates  must  not  exceed  amount  of  taxes  due;  deposits  of  such  certificates  to 
be  made  in  Federal  reserve  banks  of  districts  in  which  collectors'  oflSces  are  located: 
insurance,  where  amounts  are  transmitted  by  registered  mail;  until  certificates  oi 
deposits  are  received  from  banks  amounts  must  be  carried  as  "cash  on  hand''; 
schedule  showing  amount  of  accrued  interest  payable  per  certificate  of  each  issue 
on  any  date  from  January  2,  to  June  25,  1918.    (T.  D.  2639;  Jan.  28,  1918.) 

Schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  Feb- 
ruary 15, 1918,  to  June  25, 1918.    (T.  D.  2656;  Feb.  16,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
March  15, 1918,  maturing  June  25, 1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess-profits  taxes  when  payable  at  or  before  maturity  of  certaficates; 
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Certificates  of  indebtedness — Income  and  excess  profits  taxes — Continued, 
schedule  showing  exact  amount  of  accrued  interest  payable  on  any  day  from  March 
15,  to  June  25,  1918.    (T.  D.  2680;  Mar.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness,  dated 
April  15,  1918,  maturing  June  25,  1918,  at  par  and  accrued  interest,  in  payment  of 
income  and  excess-profits  taxes  when  payable  at  or  before  maturity  uf  certificates ; 
schedule  showing  exact  amount  of  accrued  interest  on  any  day  uom  Aphl  15  to 
June  25,  1918.  ^T.  D.  2703;  Apr.  23,  1918.) 

Collectors  directed  to  receive  United  States  certificates  of  indebtedness  dated 
May  15, 1918,  and  maturing  June  25, 1918,  at  per  and  accrued  interest  in  jMvment 
of  income  and  excess-profit  taxes  when  payable  at  or  before  maturity  of  cemncates; 
schedule  showing  the  exact  amount  of  accrued  interest  payable  on  any  day  from 
May  15  to  June  25,  1918.    (T.  D.  2718;  May  28.  1918.) 

Collectors  directed  to  receive  at  par  United  States  Treasury  certificates  of  indebt- 
edness of  Tax  Series  of  1919,  dated  August  20, 1918,  and  maturing  July  15, 1919,  and 
of  Series  T.  dated  November  7,  1918,  and  maturing  March  15,  1919,  in  payment  of 
income  ana  profits  taxes  when  payable  at  or  before  maturity  of  certificates ;  deposits  of 
certificates  must  be  made  with  Federal  reserve  banks  of  districts  in  which  respective 
collectors'  offices  are  located  and  must  be  forwarded  by  registered  mail;  untilcertifi- 
rates  of  deposit  are  received  from  banks,  amounts  must  he  carried  as  cash  on  hand; 
schedules  of  certificates  required  to  be  kept  by  collectors:  deposit  of  certificates  in 
banks  by  taxpayers  permitted  under  stateoconditions.    (T.  D.  2778 ;  Dec.  11,  1918. ) 

Unmatured  coupons  attached  to  certificates  of  indebtedness  of  Tax  Series  of  1919, 
dated  August  20, 1918,  and  maturing  July  15, 1919,  and  of  Series  T,  dated  November 
7,  1918,  and  maturing  March  15, 1919,  must  be  stamped  **  Paid  " ;  coupons  maturing 
on  or  before  date  tax  is  due  nust  be  detached  by  taxpayer  and  collected,  but  all 
other  coupons  must  be  attached  to  certificate  and  forwarded  to  Federal  reserve 
banks;  accrued  interest  to  date  income  or  profits  taxes  are  due  not  covered  by 
coupons  attached  will  be  remitted  to  taxpayer;  collectors  must  not  pay  interest  on 
such  certificates  nor  accept  them  for  an  amount  other  or  greater  than  their  face 
value.     (T.  D.  2778;  Dec.  11,  1918.) 

Compensation  payments— Information  at  source  for  income-tax  purposes. 
Every  person,  corporation,  etc.,  paying  compensation,  wages,  etc.,  of  $800  or 
more  in  any  taxable  year,  or,  in  case  of  such  payment  made  by  the  United  States, 
the  oflicers  or  employees  of  the  United  States  having  information  as  to  such  pay- 
ments, authorized  and  required  to  render  due  and  accurate  return,  setting  forth 
the  amount  of  such  compensation,  wages,  etc.,  and  the  name  and  address  of  the 
recipients  thereof.    (T.  D.  2690;  art.  34.) 

Definition. 


The  term  "United  States,' '  as  used  in  Title  V  of  the  act  of  October  3, 1917,  w.,»». 
only  the  States,  Alaska,  Hawaii,  and  the  District  of  Columbia.  (T.  D.  2676;  Mar. 
18,  1918.) 

The  term  "United  States, "  as  used  in  war  excess-profits  tax  rc»:ulations  (when 
used  in  a  geographical  sense)  means  only  the  States  thereof,  Alaska,  Hawaii,  and 
the  District  of  Columbia,  and  unless  otherwise  indicated  by  iJbe  contex,  term  will 
be  deemed  to  be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  4.) 

"United  States,"  as  used  in  Emulations  No.  38  (revised),  includes  the  States, 
the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia.  (T.  D.  2750; 
art.  24;  Aug.  9,  1918.) 

Destruction  of  property— Income  taxes. 

Property  destroyed  by  order  of  authorities  of  State  or  of  United  States  may  be 
claimed  as  a  loss;  if  reimbursement  is  made,  amount  received  shall  be  reported  as 
income  for  year  in  which  reimbursement  is  made.    (T.  D.  2690;  art.  4.) 

Actual  cost  of  property  destroyed  by  order  of  authorities  of  a  State  or  of  tiie  United 
States  may  be  claimed  as  a  loss-  but  if  reimbursement  is  made  by  a  State  or  United 
States,  amoimt  received  shall  oe  reported  as  income  for  year  in  which  reimburse- 
ment is  made.     (T.  D.  2690;  art.  123.) 

Distilled  spirits  withdrawn  for  use  of. 

Regulations  of  October  26,  1917,  relative  to  sale  and  use  of  distilled  spirits  for 
other  than  bevei^e  purposes  under  acts  of  August  10,  1917,  and  October  3,  1917, 
do  not  apply  to  distilled  spirits  withdrawn  for  use  of  United  States  free  of  tax  under 
section  3464,  Revised  Statutes.    (T.  D.  2559;  Oct.  26,  1917.) 
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BzeiBe  tazes-^Articlefli  sold  to  Govenunent. 

Articles  sold  to  the  Government  in  the  ordinary  course  of  businesa  are  taxable, 
but  where  Government  supplies  manufacturer  with  all  materials  and  parts  except 
small  portion  furnished  by  manufacturer,  under  contract  stipulating  that  manu- 
facturer shall  be  guaranteed  a  certain  profit,  no  tax  is  payable  because  manufac- 
turer does  not  sell  the  articles;  articles  manufactured  m  plants  taken  over  and 
operated  by  Government  are  not  subject  to  tax.    (T.  D.  2719;  Art.  VII.) 

Under  authority  of  section  3464  of  the  Revised  Statutes  tax  on  articles  sold  the 
Government  may  be  remitted  in  cases  within  the  scope  of  Regulations  No.  34. 
(T.  D.  2719;  Art.  VII.) 

Insurance  premiums — Information  at  source  for  income-tax  purposes. 

Every  person,  corporation,  etc.,  paying  insurance  premiums  of  $800  or  more  in 
any  taxable  year,  or,  in  case  of  such  payment  made  by  the  United  States,  the  offi- 
cers or  employees  of  the  United  States  having  information  as  to  such  payments, 
authorized  and  required  to  render  due  and  accurate  return,  setting  forth  tne  amount 
of  such  insurance  premiums,  and  the  name  and  address  of  the  recipients  thereof. 
(T.  D.  2690;  art.  34.) 

Interest — ^Information  at  source  for  income- tax  purposes. 

Every  person,  corporation,  etc.,  paving  interest  of  $800  or  more  in  any  taxable 
year,  or,  in  case  of  such  pajrment  made  by  me  United  States,  the  officers  or  emplovees 
of  the  United  States  having  information  as  to  such  payments  authorized  and  re- 
quired to  render  due  and  accurate  return,  setting  forth  the  amount  of  such  interest 
and  the  name  and  address  of  the  recipients  thereof.     (T.  D.  2690;  art.  34.) 

Requirements  for  information  at  source  do  not  apply  to  payment  of  interest  on 
obligations  of  the  United  States.    (T.  D.  2690;  art.  37.) 

liberty  bonds. 

See  "  Liberty  Bonds." 

Officers  or  employees — ^Income  taxes. 

Amounts  expended  by  corporations,  partnerships,  or  individuals  engaged  in  busi- 
ness, in  paving  all  or  portions  of  regular  coinpeunation  of  officers  or  employees,  who 
have  for  all  or  part  of  the  period  of  the  war  joined  the  naval  or  militarv  forces  of  the 
United  States,  or  have  undertaken  services*  for  the  Government  at  reduced  or  nom- 
inal compensation,  constitute,  during  the  continuance  of  the  war,  ordinary  and 
necessary  expenses  of  doins  business  and  are  allowable  as  deductions  in  computing 
net  income.    (T.  D.  2660;  Mar.  1,  1918.) 

Returns  of  information  will  not  be  re<iuired  from  disbursins  officers  of  payments 
made  to  saUors,  soldiers,  or  civilian  employees  of  the  Unitea  States  Crovemment. 
(T.  D.  2670;  Mar.  11,  1918.) 

• Inspection  of  returns. 

See  '*  Inspection." 

Pensions — Income  taxes. 

Pensions  paid  bv  United  States,  private  institutions,  or  individuals,  are  to  be 
accounted  for  in  all  casep  where  income  of  pensioner  is  liable  for  income  tas.  (T. 
D.  2690;  art.  4.) 

President — Income  tax. 

(Compensation  of  President  of  United  States  for  term  for  which  he  is  elected, 
beginning  March  4, 1917,  shall  not  be  included  as  income  for  purposes  of  income  tax 
under  act  of  October  3,  1917,  such  compensation  being  subject  to  tax  under  the  act 
of  September  8,  1916.     (T.  I).  2690;  art.  5;  see  T.  D.  3037.) 

Bent— Information  at  source  for  income-tax  purposes. 

Every  person,  corporation,  etc.,  paying  rent  of  1800  or  more  in  any  taxable  year, 
or,  in  case  of  such  payment  made  by  the  United  States,  the  officers  or  employees  of 
the  United  States  having  information  as  to  such  pavments.  authorized  and  required 
to  render  due  and  accurate  rcMurn,  selling  forth  tlie  amount  of  such  rent  and  the 
name  and  address  of  the  recipients  thereof.     (T.  D.  2690;  art.  34.) 
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Taxes — ^DedactlonB  for  income-tax  purposes. 

Taxes  imposed  against  corporation  b^  authority  of  United  States  (except  income 
and  excess  profits  taxes)  or  its  territories  and  paid  within  year  for  which  return  is 
made  are  deductible  from  gross  income  of  domestic  corporation;  similar  taxes  with 
like  exceptions  assessed  against  and  paid  by  foreign  corporation  receiving  income 
from  any  source  within  United  States  are  deductible  from  gross  income  received 
from  such  source,  except  that  taxes  imposed  by  foreign  Government  and  paid  by 
foreign  coiporation  are  not  deductible  from  gross  income  received  from  sources 
within  United  States.    (T.  D.  2690;  art.  191.) 

Telegraph,  etc.,  messages — Official  business. 

All  telegraph,  telephone,  or  radio  messages  of  officers  and  employees  of  United 
States,  on  official  business,  are  exempt  from  tax  imposed  by  section  500  of  act  of 
October  3,  1917,  and  should  not  be  reported  in  monthly  return  of  teleeraph,  tele- 
phone or  radio  company;  officer  or  employee  sending  telegraph  or  raoio  message 
should  certify  thereon  that  it  is  on  account  of  official  business  and  not  for  private 
purposes;  form  of  certificate  indicated.    (T.  D.  2551;  Oct.  22, 1917.) 

Under  section  502  of  act  of  October  3,  1917,  radio  messages,  telegraph  messa^* 
and  telephone  messages  relating  to  Government  buainesB,  which  originate  in  Umted 
States,  and  which  are  a  charge  against  the  Treasury  of  the  United  States,  the  Dis- 
trict of  Columbia,  a  State,  Territory,  or  any  political  subdivision  of  a  State  or  Ter- 
ritory, and  are  paid  from  funds  thereof,  are  exempt  from  tax  imposed  by  section 
500  (e)  of  such  act;  me-ssages  not  paid  from  such  funds  are  not  exempt  from  tax 
even  though  they  relate  to  Government  business.    (T.  D.  2619;  Dec.  19,  1917.) 

Exemption  from  tax  imposed  by  section  500,  subdivision  (e),  act  October  3, 1917, 
on  telepnone,  telegraph,  and  radio  messages  may  be  claimed  when  amounta  paid 
for  such  messages  are  finally  to  be  paid  by  the  Government  under  cost-plus  contract; 
this  does  not  apply  where  contractor  is  doing  work  for  Government  lump-sum 
contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1, 1918.) 

Transportation  tax  liability. 
See  "Transportation  Tax." 

War  risk  insurance. 

Tax  imposed  by  section  504  of  the  act  of  October  3,  1917,  does  not  apply  to  sol- 
diers' ana  sailors  insurance  written  by  the  War  Risk  Insurance  Bureau;  the  act 
clearly  contemplates  that  the  tax  shall  be  paid  by  the  insurer  and  not  by  the  in- 
sured* not  only  is  it  impossible  in  absence  of  express  provision  to  contrary  to  infer 
that  the  United  States  intended  to  tax  itself,  but  section  505  of  the  act  obviously 
limits  the  application  of  the  tax  to  persons,  corporations,  partnerships,  and  associa- 
tions, in  none  of  which  classes  is  the  United  States  included.  (T.  D.  2563;  Oct.  23, 
1917.) 

Wines  for  use  of— Taxability. 

Wines  purchased  for  use  of  United  States  or  for  Panama  Canal  Commission  mav 
be  delivered  free  of  tax;  applications  for  necessary  withdrawal  permit  in  such 
cases,  should  be  made  under  section  3464,  Revised  Statutes.  (T.  D.  2387;  Oct. 
30, 1916.) 

Withdrawal  of  tobacco,  manufactures  thereof,  and  oleomargarine — Applica- 
tion. 

Manufacturer  must  file  application  in  duplicate  on  Form  664  for  permit  to  make 
withdrawal  of  product  in  specific  lots  from  his  factory,  and  in  addition  to  giving 
number  of  factory,  district  and  State,  the  number  of  original  or  statutory  packages 
and  contents  of  each,  and  in  the  case  of  oleomargarine,  the  number  of  inner  packages, 
if  any,  and  weight  of  each,  shall  be  set  forth  in  each  application  as  well  as  the  total 
quantity  covered,  rate  of  tax  applicable,  amount  of  tax  to  be  remitted,  and  the 
institution  or  name  of  the  person  or  officer  to  whom,  and  the  address  to  which,  ship- 
ment or  delivery  is  to  be  made;  these  applications  maybe  forwarded  direct  to  the 
Commissioner  of  Internal  Revenue,  in  which  case  the  duplicate  application  will 
be  forwarded  by  the  Commissioner  to  the  collector,  or  filed  wirti  the  collector  for 
the  district,  in  which  case  the  collector  must  forward  the  original  application 
immediately  to  the  Commissioner;  application  should  be  filed  sufficient  time  in 
advance  of  date  upon  which  withdrawal  is  contemplated  to  be  made  to  allow  of 
receipt  and  issuance  of  permit  by  the  Commissioner  and  receipt  thereof  by  the 
manufactiurer  prior  to  that  date.    (T.  D.  2982;  Jan.  22, 1920.) 
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Withdrawal  of  tobacco,  manufactures  thereof,  and  oleomargarine — Contd. 

Bills  of  lading. 

Where  product  withdrawn  i8  tTaii£rx>orted  by  common  carrier,  the  manufacturer 
must  file  with  the  collector  of  the  district  in  which  the  factory  making  withdrawal 
is  located  bills  of  lading  in  duplicate  covering  each  shipment  from  the  factory  to 
the  point  of  final  destination;  one  of  these  bills  of  lading,  which  must  be  nled 
promptly  s^r  withdrawal  is  made,  will  be  filed  with  the  copy  of  the  application 
and  permit  which  it  covers  in  the  collector's  office,  and  the  other,  in  case  of  tobacco 
manufactures  only,  shall  be  forwarded  immediatelv  with  letter  of  transmittal  to  the 
Gommiflsioner,  but  in  the  case  of  oleomargarine  the  collector  will  forward  original 
certificate  of  receipt,  with  one  copy  of  biU  of  lading,  to  the  Oommissioner  with  Ms 
monthly  statement  of  account  as  a  voucher  for  credit  taken  therein.  (T.  D.  2982; 
Jan.  22,  1920.) 

Bond  for  transportation  and  delivery. 

The  manufacturer  is  required  to  furnish  transportation  and  delivery  bond  in 
duplicate  on  Form  665  with  satisfactorv  sureties  and  in  penal  sum  of  not  less  than 
the  tax  on  the  total  quantity  specifiea  in  the  requisition;  this  bond,  which  shall 
state  quantity  of  product  requisitioned,  number  of  factory,  and  its  location,  includ- 
ing the  district  and  State,  from  which  withdrawal  is  to  be  made,  and  the  institution 
or  name  of  the  person  or  officer  to  whom,  and  address  to  which,  shipment  or  delivery 
is  to  be  made,  may  be  executed  by  corporate  surety  or  individual  sureties,  in  the 
latter  case  each  individual  surety  oeing  required  to  show  qualification  on  Form  33 
executed  in  duplicate,  and  the  duplicate  form  to  be  attached  to  the  duplicate  bond; 
the  original  and  duplicate  bond  must  be  filed  with  the  collector  for  the  district  in 
which  the  factory  is  located,  who  will,  if  the  bond  meets  his  approval,  enter  an 
indorsement  to  that  effect  on  both  the  original  and  duplicate,  and  forward  the 
duplicate  immediately  to  the  Commissioner  of  Internal  Revenue.  (T.  D.  2982; 
Jan.  22, 1920.^ 

Certificate  of  receipt  by  Oovenunent  oflBcer. 

ThiB  Government  recei'ving  officer  at  the  place  of  delivery  should  inspect  each 
shipment,  in  order  that  he  may  certify  as  to  the  quantity  received  and  the  date  of 
receipt,  his  certificate  to  be  made  on  Form  667  in  duplicate  and  forwarded  promptly 
to  the  manufacturer,  who  must  file  both  '^opies  of  the  certificate  of  receipt  with  the 
collector  of  internal  revenue  for  the  district  within  30  days  of  date  of  withdrawal; 
where  there  is  loss  of  goods  in  transit,  the  receipt  should  specify  the  number  of 
statutory  packages,  the  number  of  inner  packages,  if  any,  and  the  total  quantity 
00  lost,  and  the  amoimt  reported  lost  or  any  difference  between  the  quantity  with- 
drawn imder  permit  and  that  certified  to  by  the  receiving  officer  will  remain  as 
chirged  ^inst  the  transportation  bond,  and  assessment  of  tax  thereon  will  be 
made  against  the  manufacturer  in  the  absence  of  evidence  showing  that  the  goods 
not  covered  by  the  receiving  officer's  certificate  were  actually  destroyed.  (T.  D. 
2982;  Jan.  22, 1920.) 

Collector's  account;  credit  on  bond. 

The  bond  covering  the  total  quantity  of  product  requisitioned  will  be  credited 
by  the  collector,  in  tho  case  of  oleomargarine,  upon  receipt  by  him  of  certificate  on 
Form  667,  and  the  collector  will,  in  case  of  oleomargarine,  forward  tho  original 
certificate  of  receipt  to  the  Commissioner  with  his  monthly  statement  of  account 
as  a  voucher  for  credit  taken  therein;  in  the  case  of  tobacco  manufactures,  the  credit 
on  the  bond  will  be  allowed  in  the  office  of  the  Commissioner,  to  whom  the  col- 
lector will  forward  the  original  certificate  of  receipt  immediately  after  it  is 
received  by  him.     (T.  D.  2982;  Jan.  22, 1920.) 

Departmental  requisition. 

Whenever  oleomargarino,  tobacco,  or  tobacco  manufactures  are  purchased  for 
use  of  the  United  States  and  it  is  proposed  to  make  withdrawals,  tax  free,  from  the 

Slace  of  manufacture,  requisition  in  duplicate  on  Form  663,  approved  by  head  of 
epartment  or  head  of  bureau,  or  other  organization,  if  independent  of  a  department, 
must  be  ^led  with  the  Commissioner  of  Internal  Revenue;  this  requisition  must 
specify  the  total  quantity  of  the  product  contracted  for  at  a  price  not  including 
tne  tax  thereon,  tne  name  of  the  manufacturer,  his  factory  mmiber,  district  and 
State,  the  location  of  the  factory  and  the  institution  and  name  of  the  person  or 
officer  to  whom,  and  address  to  which,  shipment  or  delivery  is  to  be  made;  one 
copy  of  the  requisition  will  be  forwarded  by  the  Commissioner  to  the  collector  of 
internal  revenue  for  the  district  in  which  is  located  the  factory  designated  to  furnish 
the  product.    (T.  D.  2982;  Jan.  22, 1920.) 
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Withdrawal  of  tobacco,  manufactures  thereof,  and  oleomaxgazine— Contd. 

Entries  in  manufacturer's  records  and  reports. 

E^ich  withdrawal  of  a  product  from  the  factory  shall  be  entered  by  the  manufao- 
tiirer  in  his  revenue  book  on  the  day  withdrawal  is  made  said  shall  be  included  in 
his  monthly  or  annual  report  under  an  appropriate  heading  and  carried  in  the 
recapitulation  as  a  special  credit.    (T.  D.  2982;  Jan.  22, 1920.) 

Packing,  branding,  or  stenciling. 

Oleomars^rine,  put  up  in  cartons  or  other  packages  of  less  than  10  pounds  each, 
must  be  inclosed  in  packages  of  not  less  than  10  pounds  each,  as  required  by  section 
6,  act  of  August  2, 1886,  and  each  such  statutory  package  shall,  in  addition  to  brand- 
ing and  stenciling  required  by  other  regulations,  have  branded  or  stenciled  thereon 
"  For  use  of  U.  S.  Government,  '*  together  with  number  of  permit  and  date  thereof, 
the  letters  and  figures  therein  to  correspond  in  size  and  style  with  other  stenciling 
required  by  such  other  regulations.  Each  individual  package  of  tobacco  manu- 
factures shall  be  labeled  or  branded  "  For  use  of  U.  S.  Government,  **  together  with 
number  of  permit  and  the  date  thereof,  the  letters  and  figures  of  such  printing  to  be 
conspicuous,  in  bold-face  type,  of  not  less  than  one-fourth  of  an  inch  in  height. 
(T.  D.  2982;  Jan.  22. 1920.) 

Permit. 

Requisition  and  bond  having  been  filed,  permit  in  duplicate  on  Form  666  for  each 
withdrawal,  for  which  application  is  made  and  approved,  will  be  issued  by  ^e 
Commissioner  and  forwarded  to  the  collector,  and  the  original  permit  will  be  de- 
livered by  the  collector  to  the  manufacturer  to  be  retained  as  authority  for  making 
the  withdrawal;  no  more  than  the  ouantity  named  in  the  permit  niay  be  v^ithdrawn 
thereunder  and  no  withdrawal  shall  be  made  in  advance  of  the  issue  of  a  permit; 
withdrawals  must  be  made  within  a  reasonable  time  after  receipt  of  permit  or  else 
request  should  be  made  for  cancellation  of  such  permit;  all  products  withdrawn  in 
advance  of  issue  of  ))ermit  will  be  held  subject  to  tax  and  a  manufacturer  who 
violates  the  law  by  withdrawing  products  on  which  tax  has  not  been  paid,  without 
permit,  will  be  liable  also  to  statutory  penalties.    (T.  D.  2982;  Jan.  22,  1920.) 

TTKITBD  STATES  COtTRTS. 

Judges— Income  tax. 

Compensation  of  all  judges  of  the  Supreme  and  inferior  courts  of  the  United 
States  in  oflSce  September  8,  1916,  and  October  3,  1917,  ahall  not  be  included  as 
income,  compensation  of  judges  of  those  courts  appointed  subsequent  to  September 

8,  1916,  being  subject  to  tax  under  act  of  that  date  but  not  under  act  of  October  3, 
1917;  compensation  of  juda^es  of  such  courts  appointed  subsequent  to  Octob^  3, 
1917.  are  subject  to  tax  under  both  acts.    (T.  D.  2690;  art.  5.) 

Retired  pay  of  judges  of  United  States  courts  is  subject  to  income  tax.  (T.  D* 
2690;  art.  4.) 

UNITBD  STATES  PHABMACOPCBIA. 

Alcoholic  compounds. 

Apothecaries  are  allowed  to  carry  distilled  spirits  and  wine  in  stock  and  use 
them  in  preparation  of  tinctures  and  other  U.  S.  P.  preparations  and  in  compound- 
ing  of  bona  fide  prescriptions  without  paying  special  tax.    (T.  D.  2760;  Oct.  9, 1918.) 

Preparations  such  as  aromatic  elixirs,  tincture  of  aromatica,  and  similar  prepara- 
tions used  by  physicians  and  pharmacists  principally  as  vehicles,  even  though 
potable,  may  be  sold  in  good  faith  for  legitimate  uses  without  pavment  of  special 
tax,  provided  they  are  made  in  conformity  with  U.  S.  P.  or  N.  F.    (T.  D.  2760;  Oct 

9,  1918.    T.  D.  2788;  Feb.  6,  1919.) 

When  it  is  desired  to  use  nonbeverage  alcohol  in  making  flavoring  extract  for 
which  no  specific  standard  or  process  has  been  prescribed  b^  Secretary  of  Agri- 
culture, manufacturer  must  furnish,  in  duplicate,  data  required  by  T.  D.  2576 
.with  respect  to  alcoholic  medicinal  compounds  not  conforming  to  U.  8.  P.  or  N.  F. 
Samples  of  product  will  be  required  when  doubt  exists  as  to  nonbeverage  character 
of  same,  which  samples  will  be  forwarded  by  express,  charges  prenaid.  to  Division 
of  Chemistry,  Office  of  the  Commissioner  ci  Internal  Revenue.  C^.  D.  2760;  Oct. 
9.  1918.) 
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Alcoholic  compounds — ^Continued. 

Where  nonbeverage  alcohol  is  used  in  manufacture  of  IT.  8.  P.  or  N.  F.  prepara- 
tions, such  as  aromatic  elixirs,  tincture  of  aromatica,  etc.,  coT^tainer  must  bear 
label  upon  which  shall  appear  prescribed  statement.    (T.  D.  2760;  Oct.  9, 1918.) 

Alcoholic  solutions  of  Jamaica  ginger  must  always  be  made  in  accordance  with 
the  process  and  comply  with  standards  of  the  U.  8.  P.    (T.  D.  2760;  Oct.  9,  1918.) 

In  the  case  of  alcoholic  medicinal  compounds  which  are  not  in  conformity  with 
the  United  States  Fhannacopceia  or  National  Formulary,  the  manufacturer  will  file 
with  collector,  when  requesting  permit  for  use  of  nonbeverage  alcohol  or  nan- 
beverage  wines,  the  following  data  in  duplicate:  The  name  of  the  preparation,  by 
whom  manufactured,  for  whom  manufactured  in  cases  where  same  is  not  placed  on 
the  market  by  the  manufacturer,  the  advertising  matter  distributed  with  the  prepa- 
ration, and  the  percentage  of  alcohol  by  volume  contained  in  the  finished  product. 
(T.  D.  2788;  Feb.  6, 1919.) 

Where  manufacturer  desires  to  make  United  States  Pharmacopoeia  or  National 
Formularv  })roduct8,  permit  may  be  approved  by  collector  of  internal  revenue  with- 
out submitting  the  matter  to  this  office;  and  as  to  such  products  a  statement  of  the 
names  by  classes,  such  as  ''tinctures,"  extracts,'*  etc.,  and  that  they  conform  to 
the  stanoards  specified,  will  be  sufficient  without  any  further  description  or  state- 
ment of  formula.    (T.  D.  2788;  Feb.  6, 1919.) 

The  commercial  labels  that  are  placed  on  containers  of  all  preparations  other  than 
United  States  Pharmacopoeia  or  National  Formulary  must  be  filed  with  application 
for  permit  for  use  of  nonbeverage  distilled  spirits  or  wines,  otherwise  permit  will 
not  be  granted.    (T.  D.  2940;  Oct.  29,  1919.) 

Standards  adopted  by  Bureau  of  Internal  Revenue  for  alcoholic  preparations  in 
which  nonbeverage  alcohol  may  be  used  stated;  these  preparations  include  United 
States  Fharmacopaia  and  National  Formulary-  pre])arations,  medicinal  prepara- 
tions, tincture  of  Jamaica  ginger,  flavoring  extracts,  perfumes,  toilet  waters,  etc. 
(T.  D.  2940;  Oct.  29, 1919.) 

Instructions  with  reference  to  permit  to  make  United  States  Pharmacopoeia  or 
National  Formulary  products;  also,  with  reference  to  alcoholic  medicinal  com- 
pounds not  in  conformity  to  United  States  Pharmacopoeia  or  National  Formulary; 
statement  required  of  manufacturers;  demand  for  formula  and  process  by  whidi 
article  is  manufactured;  reference  of  matter  of  whether  compound  is  beverage  to 
Commissioner  of  Internal  Revenue.  (T.  D.  2576:  Nov.  10,  1917.  T.  D.  2788; 
Feb.  6,  1919.) 

Such  United  States  Pharmacopoeia  or  National  Formulary  preparations  as  aro- 
matic elixirs,  tincture  of  aromatica,  and  similar  preparations,  which  are  used  by  phy- 
sicians and  pharmacists  principally  as  vehicles,  ana  which  are  potable,  may  be  made 
with  nonbeverage  alcohol  and  solid  in  good  faith  for  legitimate  uses;  container  to 
bear  stated  label    (T.  D.  2699;  Apr.  16,  1918.    T.  D.  2788;  Feb.  6, 1919.) 

Excise  tax — Scope  of  tax. 

Preparations  made  in  accordance  with  formulas  contained  in  United  States  Phar- 
macopoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when  not 
held  out  or  recommended  as  proprietary  medicines  or  medicinal  proprietary  articles 
or  preparations,  or  as  remedies  or  specifics,  are  not  subject  to  tax;  but  if  so  held  out 
or  recommended  they  are  taxable  silthough  not  identified  by  any  name,  trade-mark, 
or  otherwise.    (T.  D.  2719;  art.  20.) 

UM1VJSB8ITIB8. 

Admissiozis  to  entertainment. 

Admissions  to  school  or  college  athletic  contests  and  other  college  entertainments 
are  not  taxable  if  proceeds  go  to  the  school  or  the  college,  but  they  are  if  proceeds 
are  used  for  support  of  athletics  or  other  separate  purposes.  (T.  D.  2681;  Mar.  26, 
1918.) 

Every  institution,  claiming  exemption  from  collecting  tax  on  admisnons  by  reason 
of  being  educational,  required  to  file  with  collector  of  district  affidavit  upon  stated 
form,  prior  to  conducting  any  entertainment  or  amusement  or  permitting  either  to 
be  conducted  for  its  benefit;  unless  affidavit  shall  be  filed  sumciently  before  date 
of  entertainment  to  permit  of  full  advance  investigation  of  circumstances  and  a  deci- 
sion thereon,  managers  of  entertainment  shall  keep  and  exhibit  to  internal  revenue 
officers  complete  record  of  admissions  to  each  performance,  and  will  be  held  respond 
Bible  for  collection  of  tax  in  case  claim  for  exemption  is  not  allowed.  (T.  D.  2681; 
Mar.  26,  1918.) 
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Alcohol  withdrawn  for  use  in. 
See* 'Alcohol." 

Income  taxes — Salaries  received  under  Smith-Lever  Act. 

Where  employees  of  universities  receiving  salaries  paid  in  part  or  in  whole  from 
funds  received  under  the  Smith-Lever  Act  of  May  8,  1914,  are  officers  or  employees 
of  a  State,  they  are  not  required  to  include  in  their  income  tax  returns  as  taxable 
income  the  salaries  so  received ;  if  organization  of  college  is  one  which  belongs  to  State 
and  which  State  governs,  l^islature  may  vacate  offices,  elect  new  professors,  and 
do  whatever  it  thinks  necessary  in  management  of  the  college,  but  if  colleges  are 
governed  by  trustees  not  directly  responsible  to  State  legislatures,  employees  receiv- 
ing salaries  paid  in  part  from  Smith-Lever  funds  are  not  employees  of  the  State,  and 
are  not  exempt  from  tax  on  that  ground.     (T.  D.  2668;  Mar.  9,  1918.) 

T7TILITIES. 

Excess  profits  tax — ^Affiliated  corporations. 

Railroads,  gas,  electric,  water,  or  other  public  service  corporations  when  operated 
indei)endentiy  and  not  physically  connected  or  merged— particularly  when  situ- 
ated in  different  jurisdictions,  and  subject  to  regulation  bv  public  service  com- 
missions— ^will  not  be  required  or  permitted,  without  special  permission,  obtained 
in  advance,  to  make  a  consolidatea  return;  when  public  utility  is  owned  by  indus- 
trial corporation,  and  is  operated  as  a  plant  facility,  or  as  an  integral  part  of  a  g  oup 
orsanization  of  affiliated  corporations,  and  such  corporations  are  required  to  file  con- 
soudated  return,  return  of  such  public  utility  shall  be  included  therein.  (T.  D. 
2662;  Mar.  6, 1918.) 

Excise  taxes. 

Moneys  received  for  service  connections  and  pipe  extensions  are  not  permitted 
to  be  deducted  from  gross  amount  of  income,  as  they  do  not  come  within  any  of  the 
permitted  classes  of  deductions  mentioned  in  the  act  of  August  5,  1909;  moneys  so 
expended  are  invested  in  permanent  improvements  which  tend  to  enhance  the 
rental  and  the  market  value  of  the  water  system.    (T.  D.  2475;  Apr.  4,  1917.) 

Fact  that  corporation  was  a  public  utilities  corporation  which,  under  the  laws 
of  the  State  of  California,  was  not  owner  of  property  but  merely  intrusted  with  use 
thereof,  which  it  must  devote  to  the  public,  does  not  entitle  it  to  more  favorable 
treatment  than  other  corporations,  it  being  a  corporation  organized  for  profit,  having 
a  capital  stock  represented  by  shares,  and  the  act  of  August  5,  1909.  making  no 
exceptions  in  favor  of  public  litilities.    (T.  D.  2475;  Apr.  4, 1917.  Ct.  Dec.) 

Income  taxes. 

Public  utilities  whose  income  inures  to  benefit  of  any  State,  Territory,  or  political 
subdivision  thereof  are  exempt  from  tax  without  condition;  collector,  being  satis- 
fied that  organization  comes  within  exempted  class,  is  authorized  to  eliminate  it 
from  his  list  and  relieve  it  from  necessity  of  making  returrs.    (T.  D.  2690;  art.  68.) 

Where  public  utility  constructed,  operated,  or  maintained  by  corporation  undp.r 
contract  with  any  city,  State,  Territory,  or  the  District  of  Columbia,  agrees  that 
portion  of  net  earnings  shall  be  paid  to  such  city.  State,  Territory,  or  the  Distrir  t 
of  Columbia,  amount  so  paid  may  be  deducted  by  the  public  utility  company  as 
necessary  expense  of  transacting  business.    (T.  D.  2690;  art.  142.) 

Telegraph,  etc.,  messages — Official  business. 

Under  section  502  of  act  of  October  3,  1917,  radio  messages,  telegp^ph  messages, 
and  telephone  messages  relating  to  Government  busineas,  wnicn  origmate  in  United 
States  and  which  are  a  charge  against  the  Treasury  of  the  United  States,  the  Dis- 
trict of  Coliunbia,  a  State,  Teiritory,  or  any  political  subdivision  of  a  State  or  Terri- 
tory, and  are  paid  from  funds  thoroof,  are  exempt  from  tax  imposed  by  section  500 
(e)  of  such  act;  messages  not  paid  from  such  funds  are  not  exempt  hom  tax  even 
though  they  relate  to  Government  business.    (T.  D.  2619;  Dec.  19,  1917.) 

All  telegraph,  telephone,  or  radio  messages  of  officers  and  employees  of  United 
States  on  omcial  business  are  exempt  from  tax  imposed  by  section  500  of  act  of 
October  3,  1917,  and  should  not  be  reported  in  monthly  return  of  telegraph,  tele- 
phone, or  radio  company;  officer  or  employee  sending  telegraph  or  radio  message 
should  certify  thereon  that  it  is  on  acctmnt  of  official  business  and  not  for  private 
purposes;  form  of  certificate  indicated.    (T.  D.  2551;  Oct  2^,  1917.) 
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Telegraph,  eto.,  messages — Official  business — Continued. 

Exemption  from  tax  imposed  by  section  500,  subdivision  (e),  act  October  3, 
1917,  on  telephone,  telegraph,  ai)d  radio  messages,  may  be  claimed  when  amounts 
paid  for  such  messages  are  finally  to  be  paid  by  the  Government  under  cost-plus 
contract;  this  does  not  apply  where  contractor  is  doing  work  for  Government  under 
lump-gum  contract;  form  of  exemption  certificate.    (T.  D.  2742;  July  1,  1918.) 

Transportation  of  persons  and  property. 
See  *  *  Transportation  Tax.  * ' 

VAXTBBVILIiB. 
,  Admissions. 

The  term  ''outdoor  general  amusement  parks/'  as  used  in  section  700  of  the  act  of 
October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  sucn  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  itinerant  amusement 
enterpriseB  within  temporary  inclosures  or  on  vacant  lots.  (T.  D.  2681;  Mar.  26, 
1918.) 

''Cabaret  or  other  similar  entertainment,''  as  used  in  section  700  of  the  act  of 
October  3, 1917,  includes  every  hotel  or  room  therein,  restaurant,  hall,  or  other  public 
place  at  or  in  which^  in  connection  with  the  8er\nce  or  sale  of  food,  or  other  refresh- 
ments or  merchandise,  any  vaudeville  or  other  performance  or  diversion  in  the 
way  of  acting,  singing,  declamation,  or  dancing,  is  conducted.  (T.  D.  2681;  Mar. 
26, 1918.) 

VEHICLES. 

See  "Motor  Vehicles." 

VEBMTJTH. 
Bonds. 

Manufacturers  manufacturing  vermuth  or  taxable  liqueurs,  etc.,  required  imder 
paragraph  (h)  of  8e<ition  402  of  tha  act  of  September  8,  1916,  to  execute  a  tax  bond 
in  stated  form  and  to  keep  all  such  taxable  articles  separate  and  apart  from  nontax- 
able articles;  bond  to  be  executed  in  duplicate  with  sureties  satimctory  to  collector 
in  a  penal  sum  at  least  ec^ual  to  tax  on  estimated  quantity  of  articles  named  remain- 
ing on  hand  at  any  one  time,  but  in  no  case  less  than  |5,000;  in  case  of  insufficiency, 
new  or  additional  bond  will  be  required  by  collector.     (T.  D.  2404;  Nov.  27,  1916.) 

Cordials. 

Vermuth  in  hands  of  retail  dealers  September  8,  1916,  is  subject  to  tax  under  act 
of  October  22, 1914,  as  a  cordial.    (T.  D.  2387;  Oct.  30, 1916.) 

Floor  taxes. 

All  vermuths  made  exclusively  with  distilled  spirits  are  subject  to  floor  tax  of 
$2.10  additional  on  each  proof  gallon  or  fraction  of  a  gallon  of  the  full  alcoholic  con- 
tent thereof;  when  manufactured  with  mixtures  of  wine  and  spirits,  additional  tax 
will  be  due  solely  on  distilled  spirits  contained  therein,  and  not  on  spirits  con- 
tained in  fermented  wines  used;  where  distilled  spirits  exclusively  have  not  been 
used,  but  compound  contains  fermented  spirits,  compound  will  be  considered  as 
having  15  per  cent  alcohol  by  volume  produced  by  natural  fermentation  and  tax 
will  therefore  be  due  only  on  alcoholic  content  in  excess  of  15  per  cent;  all  genuine 
imported  vermuths  may  be  considered  as  having  a  wine  base,  unless  there  is  reason 
for  believing  otherwise,  and  domestic  vermuths  manufactured  in  same  manner  as 
imported  vermuths  will  be  inventoried  accordingly.    (T.  D.  2579;  Nov.  5, 1917.) 

Wine. 

Cordials,  including  cocktails,  are  subject  to  tax  only  when  containing  wine  forti- 
fied under  the  act  of  September  8,  1916;  vermuth,  while  taxed  under  the  act  of 
October  22,  1914,  as  a  cordial,  is  now  subject  to  tax  as  a  wine.  (T.  D.  2387;  Oct.  30, 
1916.) 

Wines  used  in  manufeu^ture  of  vennuth  must  be  first  tax  paid,  and  vermuth,  as 
such,  is  subject  also  to  tax  imposed  by  act  of  September  8, 1916.  (T.  D.  2387;  Oct. 
30,  1916.) 

Unfortified  wines  if  not  mixed  with  distilled  spirits  may  be  used  in  manufacture 
of  vermuth,  but  such  wines,  as  also  the  vermuths  so  manufactured,  are  each  subject 
to  tax;  still  wines  fortified  under  the  act  of  October  22,  1914,  may  be  used  in  the 
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Wine — Continued . 
manu&cture  of  vermuth  subject  to  the  conditions  above  named.    (T.  D.  2387;  Oct. 
30, 1916.) 

Tax-paid  still  wines,  domestic  and  foreign ,  and  tax-paid  distilled  spiiits  may  be 
used  by  rectifiers  in  the  manufacture  of  vennuths  imder  stated  conditions;  bond 
given  by  rectifier;  marking  of  containers:  notice  and  records;  gaiigng  of  products 
after  rectification;  marking,  branding,  and  stamping  compounds.  {T.  u.  2403;  Nov. 
29, 1916.) 

VESSELS. 
IMstiUed  spirits. 

Section  303,  revenue  act  of  1917,  imposing  floor  taxes  on  distilled  spirits,  applies  to 
distilled  spirits  held  on  board  American  Fhips  and  intended  for  sale,  whether  the 
vessel  on  which  they  were  held  was  at  dock  in  this  country,  on  the  high  seas,  or  in 
foreign  waters.    (T.  D.  3098;  Dec.  7,  1920.) 

Excise  taxes. 

See  "Excise  Taxes." 

Transportation  charges. 
See  'Transportation  Tax. " 

VINEOAB. 

Taxability. 

Wines  which  have  become  so  soured  as  to  admit  of  their  sale  or  use  only  as  vinegar 
may  be  removed  or  may  be  destroyed,  free  of  tax,  in  presence  of  deputy  collector 
who  will  certify  to  fact  on  dealer's  monthly  statement;  so-called  wme  vinegar  if 
containing  2  per  cent  or  more  of  alcohol  will  not  be  regarded  as  vinegar.  (T.  D. 
2387;  Oct.  30, 1916.) 

VmOIN  ISLANDS. 
Distilled  spirits. 

Distilled  spirits  produced  in  the  Virgin  Islands  and  held  for  sale  in  the  United 
States  on  October  3, 1917,  are  subject  to  additional  taxes  unposed  by  act  of  October 
3, 1917,  as  in  case  of  domestic  spirits.    (T.  D.  2570;  Nov.  6,  ltfl7.) 

Excise  taxes— Exports. 

Taxes  imposed  by  sections  313,  315  and  600  of  act  of  October  3,  1917,  apply  to 
articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory  or  else- 
where in  the  United  States  than  in  a  state,  and  to  articles  sold  in  commerce  between 
United  States  and  any  of  its  island  or  other  possessions  except  the  West  Indian 
Islands  acquired  from  Denmark.     (T.  D.  2739;  June  24, 1918.) 

Taxes  imposed  bv  such  sections  313,  315,  and  600  of  the  act  of  October  3,  1917, 
apply  to  articles  sold  in  foreign  commerce  by  manufacturer  located  in  a  Territory 
elsewhere  in  the  United  States  than  a  State  and  to  articles  going  from  United  States 
to  any  of  its  island  or  other  possessions,  including  the  Canu  Zone,  except  that 
under  acts  of  Congress  articles  going  from  United  States  into  the  West  Indian 
Islands,  or  into  the  Philippine  Islands  or  Porto  Rico,  are  exempt  to  same  extent 
as  articles  exported  from  a  State  to  a  foreign  country.    (T.  D.  2781;  Dec.  20,  1918.) 

Stamp  tax. 

The  stamp  tax  imposed  by  subdivision  (b)  of  Schedule  A  of  the  act  of  October 
3,  1917,  attaches  to  time  drafts  covering  articles  shipped  from  a  State  of  the  United 
States  to  the  Territory  of  Alaska,  the  Territory  of  Hawaii,  and  the  Canal  Zone,  and, 
althougji  time  drafts  covering  shipments  to  the  Vii^n  Islands,  the  Philippine 
Islands,  and  Porto  Rico  are  not  subject  to  the  tax,  time  drafts  covering  articles 
shipi)ed  to  the  United  States  from  the  Virgin  Islands  or  Philippine  Islands  or 
Porto  Rico  must  be  stamped  upon  coming  into  the  United  States;  T.  D.  2739  modi- 
iied.     (T.  D.  2782;  Dec.  24,  1918.) 

General  rule  that  time  drafts  are  subject  to  stamp  tax  imposed  by  act  of  October 
3.  1917,  when  delivered  within  territorial  jurisdiction  of  United  States,  and  not 
otherwise,  is  applicable  to  time  drafts  used  between  the  territorial  jurisdiction  of 
t)ie  United  States  (including  the  States,  the  District  of  Columbia,  the  Territory  of 
Hawaii,  and  the  Territory  of  Alaska),  and  the  Canal  Zone,  Philippine  Islands,  the 
Virgin  Islands,  or  Porto  Rico,  whether  covering  shipments  or  not  (T.  D.  2795; 
Feb.  26, 1919.) 


Digitized  by  VjOOQIC 


VOCATION — WAB.  633 

Temporary  g;ovemment. 

Extract  from  act  of  March  3,  1917,  to  provide  temporary  government  for  West 
Indian  Islands,  published  for  information  of  internal-revenue  officers  and  others 
concerned.    (T.  D.  2463;  Mar.  24, 1917.) 

Transportation  tax. 

Transportation  of  property  by  water  from  port  of  the  United  States  to  Porto 
Rico,  Pnilippine  Islands,  the  Virgin  Islands,  and  the  Canal  Zone  is  not  subject 
to  transportation  tax  imposed  by  section  500  of  act  of  October  3,  1917;  rail  trans- 

FDTtation  of  property  from  interior  point  in  United  States  for  transshipment  to 
hilippine  Islands,  Porto  Rico,  and  Vimn  Islands  ia  transportation  of  property 
'* consigned  from  one  point  in  the  United  States  to  another,'^  but  is  exempt  from 
internal -revenue  taxes  by  reason  of  Bi>ecial  acts  of  Congress;  such  transportation  of 
property  destined  to  the  Canal  Zone  is  not  exempt.    (T.  D.  2795;  Feb.  26,  1919.) 

VOCATION. 

Definition. 

**  Vor^ation"  is  defined  as  the  occupation  or  pursuit  to  which  one  devotes  his  time 
or  life;  a  calling.     (T.  D.  2690;  art.  8.) 

VOTING  TRUSTS. 
Certificates — Stamp  taxes. 

Tax  imposed  by  act  'October  3,  1917,  on  issue  of  capital  stock,  does  not  apply  to 
issue  of  voting-trust  certificates,  representing  stock  certificates  already  issued,  nor 
to  mere  issue  of  new  certificates  in  place  of  old  certificates  for  stock  previous  out- 
sUnding.    (T.  D.  2752;  Aug.  14,   1918.) 

Tax  imposed  by  act  October  3, 1917,  on  transfer  of  capital  stock  applies  to  transfer 
of  stock  to  or  from  voting  trustees  and  to  transfer  of  votii]£;-trust  certificates.  (T.  D. 
2752;  Aug.  14,  1918.) 

WAGES. 
See  '* Compensation." 

WATVEB. 

Income  taxes— Expiration  of  time  limit  of  assessment. 

Where  further  tax  is  found  to  be  due  as  result  of  audit  of  return  or  agent's  report, 
amended  return  or  waiver  will  not  be  required,  except  where  discovery  of  tax  is 
made  subsequent  to  expiration  of  three-year  period  of  limitation.  (T.  D.  2690; 
art.  38.) 

Where  limitation  of  statute  as  to  assessment  has  run  and  written  waiver  of  ex- 
emption from  assessment  ia  given  bv  taxpayer,  ad  valorem  penalties  of  50  per  cent, 
addition  to  tax,  ia  not  to  be  assessea  for  delinquency  in  filing  return.  (T.  D.  2690; 
art.  52.) 

Thoueh  Government  may  recover  unpaid  taxes  by  suit,  it  is  desirable  that  col- 
lection be  made  as  result  of  formal  asseasment,  and  m  order  that  this  may  be  done 
corporations  owing  additional  taxes  for  any  period  antedating  the  three-year  limita- 
tion  should  file  amended  returns,  together  with  statement  lormally  waiving  such 
limitation  and  consenting  to  assessment;  in  executing  such  amended  returns  or 
waivers  corpK)ratk)ns  forfeit  none  of  their  rights  under  the  law,  and  no  penalty  is 
incurred  which  might  not  otherwise  be  enforced  by  suit.    (T.  D.  2690;  art.  233. ) 

if  corporation  against  which  additional  tax  liability  is  discovered  formally  ac- 
cepts findings  of  examining  officer  and  agrees  to  voluntarily  pay  additional  tax 
and  does  so  pay  additional  tax,  amended  returns  or  waivers  will  not  be  required. 
(T.  D.  2690;  art.  234.) 

WAB. 

See  "Army  and  Xavy." 

Destruction  of  property — ^Excess  profits  and  income  taxes. 

In  case  of  property  title  to  which  has  been  requisitioned  for  war  use,  or  prop- 
erty which  has  been  lost  or  destroyed  in  whole  or  in  part  through  war  hazards,  excels 
of  amount  received  by  owner  aa  compensation  for  property  over  value  thereof  on 
March  1,  1913,  or  over  its  cost  if  it  waa  acquired  after  that  date,  except  so  far  as 
actually  used  for  replacement  of  property  in  kind,  is  subject  to  excess-profits  taxes. 
(T.  D.  2706;  Apr.  25, 1918.) 

• 
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Destruction  of  property — ^Exceas  profits  and  income  taxes — Continued. 

Although  intention  or  obligation  of  owner  of  property  requisitioned  for  war  uses, 
or  lost  or  destroyed  through  war  hazards,  may  be  to  use  entire  amount  received  as 
compensation  for  replacement  in  kind  of  such  property,  such  replacement  may  not 
be  practicable  for  a  considerable  time,  owing  to  war  conditions;  in  such  case  tax- 
payer may  establish  ** replacement  fund"  in  which  entire  amount  of  compensation 
shall  be  held,  and  pending  disposition  thereof  accounting  for  gain  or  loss  may  be 
deferred  for  reasonable  time,  to  be  determined  by  Commissioner  of  Internal  Revenue. 
(T.  D.  2706;  Apr.  25,  1918.) 

Where  property  requisitioned,  lost,  or  damaged,  constitutes  all  or  part  of  security 
under  mortgage  or  trust  indenture,  amount  carried  to  replacement  fund  may,  sub- 
ject to  approval  of  commissioner,  be  amount  of  compensation  received,  less  amount, 
if  any,  which  becomes  payable  out  of  such  compensation  under  terms  of  such  instru- 
ment or  obligations  thereby  secured;  in  such  case  taxpayer  should  apply  to  com- 
missioner for  permission  to  establish  such  fund,  reciting  in  his  application  all  facts 
relating  to  transaction  and  undertaking  to  proceed  as  expeditiously  as  possible  to 
replace  or  restore  property;  taxpayer  required  to  furnish  bond  with  security,  or 
make  deposit;  when  replacement  or  restoration  is  iqade,  new  or  restored  prope^ 
shall  not  DO  valued  in  accounts  of  taxpayer  at  amount  in  excess  of  that  at  wnicn  the 
requisitioned,  damaged,  or  destroyed  property  was  carried,  except  and  to  extent 
that  such  new  or  restored  property  has  an  increased  productive  capacity.  (T.  D. 
.2706;  Apr.  25, 1918.) 

Forms  of  application  for  permission  to  establish  replacement  fund  and  of  permit 
therefor  prescribed.     (T.  D.  2733;  June  17,  1918.) 

Only  active  depositaries  of  public  moneys  and  surety  companies  holding  cer- 
tificates of  authority  from  Secretary  of  Treasury  as  acceptable  sureties  on  Federal 
bonds  will  be  approved  as  sureties  or  depositaries  under  Schedules  B  and  C  of 
Form  1114,  prescribed  by  T.  D.  2733,  on  application  for  establishment  of  replace- 
ment fund  in  case  of  property  requisitioned  for  war  uses  or  lost  or  destroyed  in  whole 
or  in  part  through  war  hazards,  as  permitted  by  T.  D.  2706.  (T.  D.  2755;  Aug.  26, 
1918.) 

Particular  war  taxes. 
See  specific  heads. 

WAB  BISK  mSUBANCE. 
Insurance  tax. 

Tax  imposed  by  section  504  of  the  act  of  October  3,  1917,  does  not  apply  to  sol- 
diers' ana  sailors'^  insurance  written  by  the  War  Risk  Insurance  Bureau;  the  act 
clearly  contemplates  that  the  tax  shall  be  paid  by  the  insurer  and  not  by  the 
insured;  not  only  is  it  impossible  in  absence  of  express  provision  to  contrary  to 
infer  that  the  United  States  intended  to  tax  itself,  but  section  505  of  the  act  obvi- 
ously limits  the  application  of  the  tax  to  persons,  corporations,  partnerships,  and 
associations,  in  none  of  which  classes  is  the  United  States  included.  (T.  D.  2563; 
Oct.  23,  1917.) 

Stamp  tax. 

Stamp  tax  imposed  on  indemnity  and  suret>  bonds  by  paragraph  2  of  Schedule  A, 
Title  Vlll,  act  of  October  3,  1917,  applies  to  indemnit\'  bonds  made  to  the  Gov- 
ernment to  secure  issuance  of  duplicate  checks  for  allotment  and  allowance  or 
other  benefits  under  the  act  of  October  6,  1917.     (T.  D.  2795;  Feb.  26,  1919.) 

WAB  SAVINGS  OEBTIFIOATES. 

Exemptions  from  income  and  excess  profits  taxes. 

Holders  of  war  saving  certificates  authorized  by  act  of  September  24,  1917,  are 
entitled  to  exemption  from  all  income  and  war  excess  profits  taxes  upon  interest 
received  on  principal  amount  not  to  exceed  $5,000  face  value  of  such  obligations. 
(T.  D.  2585;  Nov.  8, 1917.) 

WABEHOXrSBS. 

Alcohol  and  alcoholic  liquors. 

See  "Alcohol";  "Distilled  Spirits";  "Fermented  Liquors";  "Wines." 
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Estate  tax — Release  of  property  by  warehouseman. 

Warehousemon  having  property  in  this  country  of  nonresident  decedent  may  not 
release  to  foreign  adnunistrator  or  executor  or  foreign  beneficiary  any  property 
within  this  country  at  time  of  decedent's  death  until  after  tax  due  has  been  paid 
or  ancillary  letters  have  been  taken  out  or  otherwise  provision  has  been  made  by 
estate  for  satisfaction  of  tax  lien.     (T.  D.  2454;  Feb.  28,  1917.) 

Bxelse  taxes — ^Reports  by  branch  warehouses. 

Branch  warehouses  carrying  stock  of  taxable  articles  should,  unless  absolutely 
separate  from  the  parent  house,  make  reports  to  the  parent  house,  the  latter  being 
liable  for  monthly  returns  for  the  taxes  on  the  sales.    (T.  D.  2591;  Nov.  24, 1917.) 

WABBANTS. 
Inconie  taxes — Claims. 

Warrants  in  payment  of  claims  allowed  will  be  drawn  in  names  of  parties  entitled 
to  money  and  shall,  unless  otherwise  directed,  be  sent  by  Treasurer  of  United  States 
directly  to  proper  parties  or  their  duly  authorized  attorneys  or  asents;  where  claim- 
ants are  indebted  to  United  States  for  taxes,  they  must  be  paid  before  warrants  are 
delivered.     (T.  D.  2690;  arts.  267.  268.) 

Net  income. 

In  cases  wherein  warrants  are  issued  by  a  city  or  other  political  subdivision  of  a 
State  and  are  accepted  by  contractor  in  payment  for  pubbc  work  done,  face  value 
of  such  warrants  must  be  returned  as  income  for  year  in  which  thev  are  received; 
if  contractor  does  not  receive  and  can  not  recover  full  face  value  of  such  warrants 
he  may  deduct  from  gross  income  for  year  in  which  warrants  are  converted  into  cash 
any  loss  sustained,  which  loss  will  be  measured  by  difference  between  face  value  of 
warrants  returned  as  income  and  amount  actually  received  for  them  in  cash  or  its 
equivalent.    (T.  D.  2690;  art.  108.) 

WATCHES. 
Excise  taxes. 

Watches  not  used  solely  for  utility  purposes  are  taxable  under  section  600  (e) 
of  the  act  of  October  3, 1917;  a  watch,  irrespective  of  how  it  is  to  be  worn,  is  taxable 
as  jewelry  if  its  case  or  any  attachment  sold  with  it  is  ornamented  with  precious 
or  semiprecious  stones  or  with  any  ornamentation  other  than  engraving  or  engine 
turning;  a  watch,  whether  or  not  otherwise  taxable,  is  subject  to  tax  if  sold  with  a 
metal  bracelet;  a  wrist  watch  is  not  subject  to  tax  when  sold  with  a  leather  band, 
webbing,  or  silk  ribbon,  if  neither  the  watch  nor  such  attachment  is  ornamented  vdih 
precious  or  semi-precious  stones  or  otherwise  than  by  engraving  or  engine  turning. 
(T.D.  2719;  Art.  XV.) 

WATERS. 
Beverag:es. 

The  tax  imposed  by  section  313  (b)  of  act  of  October  3,  1917,  is  1  cent  for  each 
gallon  of  carbonated  waters  and  beverages  manufactured  and  sold  by  the  manu- 
facturer of  the  carbonic  acid  gas  used  in  carbonating  same;  tax  attaches  when  person 
who  (a)  manufactures  and  (6)  sells  such  waters  and  beverages  is  also  (c)  the  manu- 
facturer, producer,  or  importer  of  the  carbonic  acid  gas  used  in  their  manufacture; 
soda  fountain  proprietor  manufacturing  his  own  carbonic  acid  gas  must  pay  tax  on 
carbonated  drinks  dispensed  at  such  fountain;  carbonated  waters  or  beverages  are 
not  taxable  when  manufacturer  buvs  his  carbonic  acid  gas  and  pays  tax  of  5  cents 
per  pound.     (T.  D.  2719,  Art.  XXXIl.) 

Tax  imposed  by  section  315  of  the  act  of  October  3, 1917,  is  5  cents  for  each  pound  of 
carbonic  acid  gas  in  drums  or  containers  sold  by  the  manufacturer,  if  intended  for  use 
in  the  manufacture  or  p/oduction  of  carbonated  water  or  drinks,  including  fermented 
liquors  containing  less  than  one-^alf  per  cent  of  alcohol j  carbonic  acid  gas  used  in 
drawing  beer  from  containers  or  in  operation  of  refrigerating  plants,  or  in  preserving 
food  products,  or  in  manufacture  of  beverages  containing  one-half  per  cent  or  more 
of  alcohol,  is  not  subject  to  the  tax;  in  all  cases  of  sales  of  carbonic  acid  gas  for  use 
other  than  in  ihe  manufacture  of  carbonated  water  or  other  drinks,  manufacturer 
must  prominently  stamp  on  or  affix  to  container  a  warning,  as  follows:  "Federal 
tax  not  paid.  Unlawful  to  use  in  the  manufacture  of  beverages."  (T.  D.  2719; 
Art.  XXXV.) 
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Excise  taxes. 

Artificial  mineral  waters,  not  carbonated ,  sold  by  manufacturer,  producer,  or 
importer,  in  bottles  or  other  closed  containers,  carbonated  waters  nmnuiactured  and 
sold  by  the  manufacturer,  producer,  or  importer  of  the  carbonic  acid  gas  used  in 
carbonating  the  same,  and  natural  mineral  waters  and  table  waters  sold  by  the 
producer,  bottler,  or  importer,  in  bottles  or  other  closed  containers  at  over  10  cents 
per  gallon,  all  of  which  are  taxed  under  section  313  of  the  act  of  October  3,  1917, 
are  not  subject  to  tax  under  section  600  (h)  if  intended  for  use  solely  as  beverages. 
(T.  D.  2719;  Art.  XXIII.) 

WATEB  COMPANIE  S. 
Excise  taxes. 

Moneys  received  for  service  connections  and  pipe  extensions  are  not  permitted 
to  be  deducted  from  eross  amount  of  income,  as  tney  do  not  come  within  any  of  the 
permitted  classes  of  deductions  mentioned  in  the  act  of  August  5, 1909;  mone>*8  bo 
expended  are  invested  in  permanent  improvements  which  tend  to  enhance  the 
rental  and  the  market  value  of  the  water  system .    (T.  D .  2475 ;  Apr.  4 ,  1917 .    Gt.  Dec. ) 

Fact  that  corporation  was  a  public  utilities  corporation  which,  under  the  laws 
of  the  State  of  California,  was  not  owner  of  property  but  merely  intrusted  with  use 
thereof,  which  it  must  devote  to  the  public,  does  not  entitle  it  to  more  favorable 
treatment  than  other  corporations,  it  being  a  corporation  oiganized  for  profit,  having 
a  capital  stock  represented  by  shares,  an  the  act  of  August  5, 1909,  making  no  excep- 
tions in  favor  of  public  utilities.     (T.  D.  2475;  Apr.  4, 1917.    Ct.  Dec.) 

WATEB  TBANSPOBTATION. 

See  "Transportation  Tax." 

WEST  INDIAK  ISLANDS. 
See  "Virgin  Islands." 

WHISKY. 

See  "Distilled  Spirits." 

WHOLBSALBBS  OF  OOODa 

Alcohol. 

See  "Alcohol." 
Distilled  spirits. 

See  "Distilleo  Spirits." 
Floor  tax. 

See  "Floor  Taxes." 
Oleomargarine. 

See  "Oleomargarine." 
Wines. 

See  "Wines." 

WIDOWS. 

Estate  tax. 

Provisions  in  statutes  of  various  States  to  the  effect  that  the  widow  is  entitled  to 
familv  pictures,,  wealing  apparel,  etc.,  and  to  certain  household  goods  in  lieu  of  an 
award,  nas  ref^ence  to  the  widow's  exemption  and  has  no  application  in  determin- 
ing the  deductibility  of  an  amount  paid  for  the  support  of  dependents,  provided 
for  by  section  203  (a)  (1)  of  the  act  of  September  8, 19ie.    (T.  D.  2681;  Oct.  4, 1917.) 

WINES. 
Act  published. 

Sections  401,  402  (a),  409,  and  902,  of  the  act  of  September  8,  1916,  relating  to 
taxes  on  wines,  pubhsned  for  the  information  of  internal  revenue  officers  and  others 
concerned.    (T.  D.  2363;  Sept.  11, 1916.) 
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Extracts  from  act  of  February  14, 1917,  prohibiting  manufacture  and  sale  of  alco- 
holic liquors  in  Alaska,  publisned  for  information  of  internal-revenue  officers  and 
others  concerned.    (T.  D.  2466;  Mar.  27,  1917.) 

Alcoholic  content. 

In  general,  dry  wines,  such  as  claret  and  sautemes,  come  within  the  4-cent  tax 
rate,  and  sweet  wines^  such  as  sherry,  port,  and  Madeira,  come  within  the  10-cent 
rate;  certain  sweet  wines  which  test  over  21  per  cent  are  subject  to  25-cent  rate; 
dealers  should  determine  alcoholic  strength  from  invoices  received  by  them.  (T. 
D.  2387;  Oct.  80, 1916.) 

So-called  ahetry  material  and  grape  juice  containing  one-half  of  1  per  cent  or 
more  of  alcohol  classed  as  wine  and  subject  to  tax  as  such.  (T.  D.  2387;  Oct.  30, 
1916.) 

Articles  27  and  28,  of  Regulations  No.  28.  Supplement  No.  2,  require  gangers  and 
visiting  deputies  to  make  occasional  tests  oi  wine  as  to  alcoholic  content,  out  respon- 
sibility for  proper  stamping  of  wines  is  placed  u^n  wine  maker  or  bonded  dealer- 
samples  are  not  to  be  submitted  unless  appeal  is  taken  from  findings  of  internal 
revenue  officers  or  in  cases  where  it  is  suspected  that  the  wines  are  understamped. 
(T.  D.  2400;  Nov.  24,  1916.) 

Wines  containing  more  than  24  per  centum  of  absolute  alcohol  being  classed 
as  distilled  spirits  by  pan^japh  (a),  section  402,  act  September  8,  1916,  production 
of  same  for  oeverage  purposes  is  prohibited  by  act  August  10,  1917,  section  15. 
(T.  D.  2748;  July  17,  1918.) 

Beverage  spirits. 

Sour  wine  may  not  be  used  in  producing  bevebage  spirits.  (T.  D.  2520;  Aug.  30, 
1917.    T.  D.  2523;  Sept.  11,  1917.    T.  D.  2559;  Oct.  26,  1917.) 

Blended  wines. 

Unstamped  wines  may  be  blended  on  bonded  premises,  but  when  removed  must 
be  stamp^  according  to  the  alcoholic  strength  of  wine  as  blended.  (T.  D.  2387; 
Oct.  30,  1916.) 

Where  wines  of  different  alcoholic  strength  are  blended,  tax  will  be  computed  and 
|>aid  on  resultant  product;  this  applies  to  wines  previoush'^  tax  paid,  and  any  addi- 
tional tax  in  such  cases  must' be  paid  by  stamps  to  be  affixed  to  packages  or  cases 
containing  such  blended  wines.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  are  taxable  according  to  their  alcoholic  strength  when  placed  on  the  market, 
but  blendine  on  bonded  premises  of  wines  of  different  alcoholic  strength  is  per- 
missible.   (T .  D.  2387;  Oct.  30,  1916.) 

Bonds  of  wine  makers,  etc. 
See  *'Bonds." 

Carbonated  wines. 

Carbonated  wines  can  be  produced  only  at  the  winery  or  other  bonded  premises 
and  can  not  therefore  be  produced  on  premises  of  retail  dealer.  (T.  D.  2387;  Oct. 
30,  1916.) 

The  artifidaily  carbonating  of  still  ¥rinee  on  which  tax  has  been  paid  is  not  per- 
missible, as  such  carbonated  wines  are  a  distinct  product  and  must  be  produced  on 
bonded  premises.    (T.  D.  2387;  Oct.  30,  1916.) 

Distinction  between  carbonated  wine  and  sparkline  wine  is  that  former  is  arti- 
ficially carbonated  while  latter  is  carbonated  by  natural  fermentation.  (T.  D.  2387 ; 
Oct.  30,  1916.) 

Champagne. 

Making  of  champagne  or  other  sparkling  wines  must  be  carried  on  at  winery  where 
such  wines  are  produced  or  blenaed;  use  of  su^  or  rock-candy  sirup  in  treatment 
of  champagne  wines  after  bottling  will  be  permitted  without  supervision  of  ganger. 
(T.  D.  2470;  Mar.  27,  1917.) 

Claims  for  refund  or  abatement. 

Provisions  of  T.  D.  2688  do  not  govern  in  case  of  claims  for  refund  or  abatement  of 
taxes  on  distilled  spirits,  fermented  liquors,  and  wines.  (T.  D.  2926;  Sept.  29, 
1910.) 
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Clarified  wines. 

Wines  returned  to  bonded  premises  in  stamped  packages  to  be  clarified  may,  when 
clarifi^,  be  replaced  in  sucn  stamped  packages  which  should  be  set  apart  for  that 
particular  purpose:  if  otherwise  recasked  the  wines  will  be  subject  to  tax  as  if  origi- 
nally produced.    (T.  D.  2387;  Oct.  30,  1916.) 

Debonnet. 

Debonnet  is  subject  to  tax  as  wine.    (T.  D.  2387;  Oct.  80, 1916.) 

Ezemptiozui. 

Exemption  of  200  gallons  free  of  tax  for  family  use  by  paragraph  (b)  of  section  402 
of  the  act  of  September  8, 1916,  applies  only  to  wines  made  on  premises  of  producer 
for  exclusive  use  of  his  own  family  and  not  to  wines  produced  at  a  winery  owned  and 
operated  by  several  heads  of  families  jointly.    (T.  D.  2387;  Oct.  30,  1916.) 

Each  person  entitled  to  and  desiring  to  avail  himself  of  exemption  provided  by 
section  402  (b)  of  act  September  8,  1916,  must  file  notice  with  collector  of  internal 
revenue  before  commencing  manufacture  of  wine;  such  notice  must  be  on  paper 
8  by  10}  inches  in  size  and  in  stated  form.    (T.  D.  2766;  Oct.  21,  1918.) 

Exemption  from  tax  on  wines  produced  for  family  use,  under  section  402  (b)  of 
act  September  8,  1916,  does  not  applj^  to  (a)  wines  made  by  one  person  for  use  of 
another,  whether  consumed  on  premises  or  removed  theretrom  for  family  use  of 
owner;  (b)  wines  produced  by  a  single  person,  unless  he  is  the  head  of  a  family; 
(c)  wines  produced  by  married  man  living  apart  from  his  family,  and  not  for  use 
of  that  family;  (d)  wines  made  by  partnerahip,  or  to  wines  produced  at  a  winery 
owned  and  operated  by  several  heaAe  of  families  jointly;  (e)  ^ines  furnished  rancn 
hands  or  boarders.    (T.  D.  2765;  Oct.  21,  1918.) 

Exportation. 

Domestic  wines  may  be  exported  to  foreign  countries  or  may  be  shipped  to  Porto 
Rico,  the  Philippine  islands,  and  to  the  Panama  Canal  Zone,  free  of  tax;  like  ex- 
emption, however,  does  not  apply  to  ^pments  to  the  island  of  Guam.  (T.  D. 
2387;  Oct.  30,  1916.) 

Withdrawal  and  export  entry  required  to  be  in  stated  form,  and  when  approved  to 
be  returned  to  exporter  and  by  him  filed  in  duplicate  with  collector  of  customs  at  port 
from  which  wines  are  to  be  shipped  at  least  six  hours  prior  to  shipment;  upon  issuinfi" 
certificate  of  clearance  original  entry  required  to  be  returned  to  collector  of  internal 
revenue,  who  will  credit  export  bond  and  will  forward  entry  and  bill  of  lading  to 
Commissioner  of  Internal  Revenue.    (T.  D.  2116;  Dec.  12,  1916.) 

Where  domestic  wines  are  to  be  removed  from  bonded  premises  free  of  tax  for  ex- 
portation, party  intending  to  export  same  shall  file  with  collector  of  district  in  which 
such  premises  are  located  Dond  in  stated  form,  to  be  executed  Id  duplicate,  one  copy 
to  be  retained  by  collector,  and  one  copy  to  be  forwarded  to  Commissioner  of  Intemiu 
Revenue;  penal  sum  of  bond  must  be  at  least  equal  to  double  amount  of  tax  on  esti- 
mated quantity  of  wine  to  be  removed  during  period  of  three  months  and  in  no  case 
less  than  $1,000:  bond  will  be  continuing  bond,  and  an  account  will  be  kept  with 
each  bond  in  wnich  principal  will  be  charged  with  tax  on  each  lot  removea  for  ex- 
portation and  will  receive  credit  for  each  lot  concerning  which  satis&ctory  proof  of 
exportation  is  received.    (T.  D.  2416;  Dec.  12,  1916.) 

Where  exportation  is  by  rail,  and  locks,  seals,  and  tags  on  cars  are  found  intact, 
collector  required  to  append  to  entry  or  transportation  manifest,  and  under  seal, 
specified  certificate;  return  of  entry  and  transportation  manifest  to  collector  at  port 
from  which  merchandise  was  originally  shipped;  certificate  of  collector  of  port  (rom 
which  merchandise  was  shipped.    (T.  D.  2505;  June  25,  1917.) 

Where  exportation  is  otherwise  than  by  rail,  and  wines  are  found  to  agree  with 
what  is  specified  in  entry,  collector  required,  after  goods  have  been  duly  laden  and 
cleared,  to  append  to  entry  specified  certificate;  unless  through  bill  of  lading  has  been 
filed  with  collector  of  customs  forwarding  said  entry,  proper  bill  of  lading  must  be 
filed  with  collector  of  customs  at  port  of  transshipment.    (T.  D.  2505;  June  25, 1917.) 

Where  wines  entered  for  export  are  to  be  transshipped  or  are  to  be  shipped  in 
sealed  cars  through  a  frontier  port,  collector  of  customs  wi^  whom  entry  is  filed 
required,  upon  inspection  and  lading  of  goods,  to  transmit  one  copy  d  said  entry, 
together  with  copy  of  transportation  manifest,  to  collector  of  customs  at  port  of 
transshipment;  he  will  also  note  upon  entry  so  transmitted  whether  through  bill 
of  lading  has  been  filed  in  his  office.    (T.  D.  2505;  June  25, 1917.) 
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Upon  receipt  of  entry,  collector  at  port  of  transshipment  will  direct  officer  to 
examine  winee  and  ascertain  whether  same  a^e  with  entry  and  to  superintend 
lading  of  same,  or,  in  case  wines  are  shipped  in  sealed  cars,  to  examine  the  seals: 
duties  of  inspector  on  finding  the  seals  intact  and  also  where  such  seals  are  found 
not  intact.    (T.  D.  2605;  June  25,  1917.) 

All  packages  or  cases  containing  wines  for  export  must  be  plainly  marked  or 
ta^ed  for  identification,  and  such  identifying  marks  must  contain  the  words  "For 
export,"  in  letters  not  less  than  two  inches  in  height.    (T.  D.  2505;  June  25, 1917.) 

In  case  of  shipment  of  wines  free  of  tax  from  bonded  premises  established  under 
section  402  of  act  of  September  8,  1916,  to  bonded  manufacturing  warehouse  to  be 
manufactured  into  articles  for  export,  proprietor  must  execute  Form  703,  in  quad- 
ruplicate; on  arrival  of  wines  at  port  of  entry  manufacturer  will  report  same  to 
collector  of  customs,  who  will  cause  wines  to  be  inspected  and  gauged  and  will 
certify  receipt  of  wines  on  blue  Form  703,  returning  one  blue  copy  to  collector  of 
internal  revenue  and  sending 'other  to  commissioner;  separate  transportation  bond 
covering  tax  on  wines  need  not  be  executed;  credit  given  bond  (Form  699  or  699 A) 
on  receipt  of  certificate  by  collector  of  internal  revenue  from  collector  of  customs. 
(T.  D.  2738;  June  20,  1918.) 

B^ulations  contained  in  T.  Ds.  2416  and  2505  continued  in  force  and  effect  during 
war  prohibition  period.    (T.  D.  2881 ;  July  3, 1919.) 

Filtering. 

Use  of  filtering  apparatus  will  be  permitted  for  filtering  wines,  but  if  otherwise 
UBe<l  on  premises  of  dealers  such  dealers  will  thereby  incur  special  tax  as  rectifiers. 
(T.  D.  2387;  Oct.  30,  1916.) 

Fortification. 

Brandy  made  from  grape  cheese,  sweetened  as  provided  in  the  act  of  September 
8,  1916.  can  not  be  used  in  fortification  of  pure  sweet  wine  under  provisions  of  the 
act  of  October  1, 1890,  as  amended.    (T.  D.  2373;  Sept,  28,  1916.) 

Artificial  or  imitation  wines  can  not  be  fortified  under  the  provision  of  paragraph 
(c)  of  section  402  of  the  act  of  September  8, 1916,  and  if  containing  diatilied  spirits 
can  not  be  used  in  the  manufacture  of  cordials.  (T.  D.  2387;  Oct.  30,  1916.  But 
see  T.  D.  2403;  Nov.  29,  1916.) 

Use  of  condensed  must  before  fermentation  or  before  fortification  of  wine  is  per- 
missible; pending  revision  of  regulations,  fortification  of  wines  permitted  to  con- 
tinue under  existing  regulations  and  existing  form  of  bond,  if  consent  of  signers  to 
bond  is  obtained.    (T.  D.  2387;  Oct.  30, 1916.) 

Cordials  are  taxable  under  the  act  of  September  8,  1916,  only  when  containing 
wine  fortified  under  that  act;  mixing  of  wme  not  so  fortified  with  distilled  spirits 
in  the  manufacture  of  cordials  is  within  prohibition  of  paragraph  (f)  of  section  402 
of  such  act.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  fortified  under  the  act  of  September  8, 1916,  if  containing  added  sugar  and 
aromatic  substances,  under  whatever  name  sold,  will  be  subject  to  tax  as  cordials. 
(T.  D.  2387;  Oct.  30,  1916.) 

There  is  no  provision  in  the  act  of  September  8, 1916,  for  refund  of  tax  on  brandy 
used  in  fortifying  wines  or  redistillation  of  such  wines;  since  act  of  September  8, 
1916,  is  amendatory  of  the  act  of  October  22,  1914,  refunding  provision  of  latter 
act  is  not  applicable.    (T.  D.  2387;  Oct.  30,  1916.) 

Tax  on  fortified  wines  should  be  computed  and  paid  on  alcoholic  strength  of  such 
wines  after  fortification.    (T.  D.  2387;  Oct.  30,  1916.) 

Dry  wines  when  sweetened  may  be  fortified  only  by  the  producer  and  on  the 
premises  where  actually  made;  tax-paid  grain  or  other  ethyl  alcohol  may  be  used 
in  fortifying  any  sweet  wines.    (T.  D.  2387;  Oct.  30, 1916.) 

The  abatement  and  refunding  provisions  of  section  402  of  act  of  September  8. 
1916,  apply  not  to  the  tax  collectiole  on  the  finished  wines  but  to  the  tax  assessed 
on  the  brandy  iised  in  the  fortification  of  such  wines;  proof  as  to  use  of  brandy  and 
actual  possession  of  wines  by  producer  at  time  such  act  went  into  effect  must  be 
furnished  with  each  claim  filed;  part  of  paragraph  23  of  Regulations  No.  28,  Sup- 
plement No.  2,  revoked.    (T.  D.  2440;  Feb.  5,  1917.) 

Where  wines  to  which  sugar  solution  has  been  added  to  correct  natural  deficiencies 
are  to  be  fortified  under  provisions  of  section  402  of  the  act  of  September  8,  1916, 
use  of  sugar  or  condensed  grape  must  is  permissible,  where  use  is  under  supervision 
of  gauger;  wine  so  treated  and  fortified  becomes  sweet  wine  within  meaning  of  act; 
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fiugar  may  be  added  in  subsequent  cellar  treatment  where  needed  to  perfect  the 
wine  according  to  commercial  standards  without  rendering  wine  makers  or  bonded 
dealers  liable  to  special  tax  as  manufacturers;  champagne  wines  may  be  treated 
without  supervision  of  ganger.    (T.  D.  2470;  Mar.  27,  1917.) 

Only  brandy  produced  from  grapes  may  be  fermented  and  distilled  for  fortif >'iiig 
sweet  wines  after  September  8,  1917.    (T.  D.  2520;  Aug.  30,  1917.) 

Form  699A  ma^  be  executed  by  wine  makers  covering  tax  on  brandy  used  in 
fortification  of  wines,  transportation  of  brandy  to  bonded  winery,  and  its  use  in 
fortification.    (T.  D.  2525;  Sept.  24,  1917.) 

Regulation  of  October  26,  1917,  prohibiting  manufacture  of  distilled  spirits  for 
beverage  purposes  after  September  8,  1917,  does  not  apply  to  production  of  grape 
spirits  solely  for  use  in  fortification  of  sweet  wines  under  act  of  September  8,  1916. 
(T.  D.  2559;  Oct.  26,  1917.) 

Fermenting  and  distilling  of  materials  for  production  of  beverage  brandy  after 
September  8,  1917,  prohibited;  brandy  produced  firom  grapes  may  be  distiiled  for 
fortifying  sweet  wines  under  acts  of  September  8, 1916,  and  August  10, 1917;  brandy 
may  be  produced  from  materials  fermented  after  September  8,  1917,  for  other  than 
beverage  purposes.    (T.  D.  2559;  Oct.  26,  1917.    T.  D.  2788;  Feb.  6, 1919.) 

All  casks,  tanks,  or  cases  of  wine,  fortified  under  act  of  September  8, 1916,  removed 
from  bonded  premises,  must  be  conspicuously  marked  or  labeled  with  following 
legend,  in  addition  to  information  called  for  by  Regulations  No.  28,  Supplement  2, 
article  10:  '*  Fortified  under  act  September  8,  1916*';  such  marks  or  labels  should 
be  in  reasonable  proportion  to  size  of  container,  and  label  must  be  pasted  to  con- 
tainer and  secured  tnereto  by  tacks;  where  such  wine  is  transferred  to  other  con- 
tainers, new  containers  must  also  bear  similar  legend.    (T.  D.  2629;  Jan.  7,  1918.) 

Fruit  juices. 

Unfermented  prune  juice,  unless  fortified  with  wine  or  spirits  and  sold  as  wine, 
or  unless  mixed  with  fortified  wine  and  sold  as  a  cordial,  is  not  subject  to  tax. 
(T.  D.  2387;  Oct.  30,  1916.) 

Apple  cider  or  other  fruit  juice,  fermented  naturally  or  artificially,  if  sold  as 
wine,  IB  taxable  as  wine.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  made  from  berries  or  fruit,  whether  pure  or  adulterated,  are  taxable  as  wine 
(T.  D.  2387;  Oct.  30,  1916.) 

Oaugem — A8Big:nment  to  bonded  wineries. 

Regulations  with  reference  to  assignment  to  bonded  wineries  of  gangers  and  of 
storekeeper-gau^ers  as  gangers;  compensation  and  traveling  expenses;  duties; 
proprietors  required  to  furnish  Salleron-Dujardin  ebuUioecopes  for  use  of  gaugers, 
ana  sweet- wine  sets  may  be  used  by  revenue  agents,  deputy  collectors,  and  others, 
for  verifying  and  testing  alcoholic  content  of  wines.    (T.  D.  2380;  Oct.  10,  1916.) 

Gifts. 

Wines  given  away  by  dealers  are  nevertheless  subject  to  tax  under  the  act  of 
September  8,  1916.     (T.  D.  2387;  Oct.  30,  1916.) 

Honey  wine. 

Honey  wine,  unless  so  sweetened  as  to  be  a  cordial,  is  subject  to  tax  as  wine. 
(T.  D.  2387;  Oct.  30,  1916.) 

Imitatioii  or  artificial  wines. 

Imitation  or  artificial  wines,  although  labeled  as  such,  and  all  compounds  made 
in  imitation  of  or  sold  as  wine  are  taxable.    (T.  D.  2387;  Oct.  30,  1916.) 

Imports. 

Tax  on  imported  wines  being  payable  on  removal  of  wines  from  customhouse, 
such  wines  can  not  be  transferrea  to  bonded  premises  established  under  the  wine 
act.    (T.  D.  2387;  Oct.  30,  1916.) 

imported  wines  when  removed  from  customhouse  must  be  tax  paid  by  stamp. 
(T.  D.  2387;  Oct.  30,  1916.    T.  D.  2391,  Nov.  6,  1916.) 

Imported  wines  transferred  in  bond  from  port  of  entry  to  another  port  will  be  tsx 
paid  on  removal  from  bond  at  last-named  port.    (T.  D.  2387;  Oct.  80,  1916.) 

Bonds  securing  payment  of  internal -revenue  tax  will  not  be  required  for  imported 
wines,  as  such  wines  remain  in  custody  of  customs  officers  until  such  tax  is  paid. 
(T.  D.  2387;  Oct.  30,  1916.) 


Digitized  by  VjOOQIC 


WINES.  641 

Imports — Oontimied. 

No  aUcwance  caa  be  made  where  ehorti^  ib  discovered  on  imported  wine  after 
being  tax  paid;  if  shortage  is  discovered  before  removal  from  cuBtomhouse  tax  need 
be  paid  only  on  quantity  removed.    (T.  D.  2387;  Oct.  30, 1916.) 

Importer  of  wines  or  his  agent  permitted  as  matter  of  convenience  to  affix  re- 
quired stamps  to  custom  entry  inst^  of  stamping  packages  or  cases  containing  such 
wines  upon  the  compliance  with  stated  instructions;  where  importer  prefers  to 
stamp  each  package  or  case  he  may  do  so,  (T.  D.  2391;  Nov.  6, 1916.  T.  D.  2414; 
Dec.  11,  1916.) 

Jurisdiction  to  enforce  law. 

The  Department  of  Justice  has  exclusive  jurisdiction  to  enforce  the  prohibition 
provisions  of  the  act  of  November  21,  1918,  and  inquiries  as  to  such  act  should  be 
addressed  either  to  the  Attorney  General  or  local  United  States  attorney;  apparent 
\iolations  of  the  act  should  be  reported  to  the  local  officers  of  the  Department  of 
Justice.     (T.  D.  2881;  July  3, 1919.) 

Liabels. 

Wines  received  by  other  than  bonded  dealers  niay  be  withdrawn  from  stamped 
psu^kages  to  be  clarified  or  placed  in  other  containers,  but  all  such  new  containers 
shall  be  labeled  by  the  dealer,  showing  the  wine  was  withdrawn  from  stamped 
packages.     (T.  D.  2387;  Oct.  30,  1916.) 

All  casks,  tanks,  or  cases  of  wine  fortified  under  act  of  September  8, 1916,  removed 
from  bonded  premises,  must  be  conspicuously  marked  or  labeled  with  following 
legend  in  addition  to  information  called  for  by  Regulations  No.  28,  Supplement  2, 
article  10: '  'Fortified  under  act  September  8, 1916;' '  such  marks  or  labels  should  be 
in  reasonable  proportion  to  size  of  container  and  label  must  be  pasted  to  container 
and  secured  thereto  by  tacks;  where  such  wine  is  transferred  to  other  containers 
new  containers  must  also  bear  similar  legend.    (T.  D.  2629;  Jan.  7, 1918.) 

Wliere  wines  are  removed  in  bottles,  proprietor  of  bonded  premises  may  affix 
appropriate  stamp  to  each  case  containing  such  bottles,  in  which  event  each  bottle 
must  bear  specified  label ;  if  wines  are  removed  from  tank  car  the  casks  or  cases 
to  which  removed  must  be  labeled  as  specified;  and  if  wine  removed  from  such  tax- 
paid  tank  cars  is  placed  in  bottles,  in  addition  to  label  requited  to  be  placed  on  the 
case,  certain  specified  label  must  be  placed  on  each  bottle;  other  tax-paid  wines 
removed  from  stamped  containers,  as  also  any  unstamped  or  unlabeled  wine  here- 
tofore removed  from  original  containers  which  were  properly  stamped  or  labeled 
must  be  labeled  as  stated;  all  labels  prescribed  must  be  provided  ey  party  using 
same.    (T.  D.  2667;  Mar.  9,  1918.) 

Ziiqueurs,  cordials,  and  similar  compounds. 

Any  domestic  wines  may  be  used  in  manufacture  of  liqueurs^  cordials,  and  similar 
compounds^  provided  no  distilled  spirits  are  added ;  prohibition  against  mixing  of 
distilled  spirits  with  wines  does  not  apply  to  limited  use  of  alcohol  in  making  of 
fluid  extracts  from  herbs  which  may  be  used  in  manufacture  of  cordials;  quantity  or 
percentage  of  alcohol  permitted  in  preparation  of  such  extracts  for  manufacture  of 
cordials  must  in  all  cases  conform  to  United  States  Pharmacopoeia.  (T.  D.  2387; 
Oct.  30,  1916.) 

('ordials,  including  cocktails,  are  subject  to  tax  only  when  containing  wine 
fortified  under  the  act  of  September  8,  1916;  vermuth,  while  taxed  under  the  act 
of  October  22, 1914,  as  a  cordial,  is  now  subject  to  tax  as  a  wine.  (T.  D.  2387 ;  Oct.  30, 
191G,) 

Tax-paid  still  wines,  domestic  and  foreign,  and  tax-paid  distilled  spirits  ma>^  bo 
used  by  rectifiers  in  the  manufacture  of  vermuths,  liqueurs,  cordials,  and  similar 
compounds  and  fluid  extracts  imder  stated  conditions;  bond  given  by  rectifier; 
marking  of  containers;  notice  and  records;  gaugiag  of  products  after  rectification; 
marking,  branding,  and  stamping  compounds.    (T.  D.  2403;  Nov.  29,  1916.) 

So-called  cordials,  if  in  fact  wine,  or  if  sold  as  wine,  although  containing  fermented 
fruit  juices  or  distilled  spirits,  are  taxable  as  wine.    (T.  D.  2387;  Oct.  30, 1916.) 

Wines  and  cordials  in  hands  of  wholesale  dealers  September  8,  1916,  not  having 
been  removed  for  sale. directly  to  consumers,  are  not  subject  to  tax  under  act  of 
October  22, 1914.)    (T.  D.  2387;  Oct.  30, 1916.) 

Wines  and  cordials  in  hands  of  retail  dealers  September  8,  1916,  having  been 
removed  for  consumotion  prior  to  that  date,  are  subject  to  tax  under  the  act  of 
October  22,  1914.    (T.  D.  2387;  Oct.  30,  1916.) 
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Digitized  by  VjOOQIC 


642  WINES. 
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Gordiklfl,  etc.,  held  by  wholesale  dealers  when  act  of  September  8^  1916,  took 
effect  and  tiioee  aubsequently  received  (unlesB  containing  sweet  wine  fortified 
under  that  act)  are  not  subject  to  tax.    (T.  D.  2387;  Oct.  80, 1916.) 

Tax-paid  wine  fortified  under  the  act  of  September  8^  191^>  i^  ^  treated  as  to 
bring  it  within  class  of  cordials  is  subject  to  tax  as  a  cordial.  (T.  D.  2387;  Oct.  30, 
1916.) 

Manufacturers  manufacturing  vermuth  or  taxable  liqueurs,  etc.,  required  under 
paragraph  (h)  of  section  402  of  tne  act  of  September  8, 1916,  to  execute  a  tax  bond  in 
stated  form  and  to  keep  all  such  taxable  articles  sei)arate  and  apart  from  nontaxable 
articles;  bond  to  be  executed  in  duplicate  with  sureties  satisbctory  to  collector  in  a 
penal  sum  at  least  e^ual  to  tax  on  estimated  quantity  of  articles  named  remaining 
on  hand  at  any  one  time,  but  in  no  case  less  thui  %6fl60;  in  case  of  insufficiency  new 
or  additional  bond  will  be  required  by  collector.    (T.  D.  2404;  Nov.  27, 1916.) 

ZiOflsea,  allowances  for. 

Allowance  not  exceeding  3^  per  cent  of  the  quantity  of  wines  removed  tax  paid 
made  for  shrinkage,  evaporation,  soakage,  and  breakage  at  both  bonded  wineries 
and  bonded  storerooms;  allowance  extended  to  losses  occurring  in  transit;  monthly 
reports  of  proprietors  of  bonded  premises;  claim  of  losses;  inventories;  computation 
of  losses.    (T.  D.  2545;  Oct.  16,  1917.) 

Nonbeverage  wine— Application  to  vendor. 

After  December  1,  1919.  vendor  of  nonbevert«e  distilled  spirits  or  wines  must, 
under  no  circumstances,  deliver  wines  (except  tor  sacrtoiental  purposes),  or  non- 
beverage  spirits,  unless  on  receipt  of  application  Form  739,  duly  certified  by  prohi- 
bition enforcement  officer;  until  December  1, 1919,  approval  of  prohibition  enforce- 
ment officer  on  Form  739  will  not  be  required  prior  to  shipment  of  wines  or  spirits. 
(T.  D.  2946;  Nov.  13,  1919.) 

Dealer  or  user  who  has  received  permit  and  posted  same  may  make  application 
for  withdrawal  or  to  purchase  from  dealers  duly  qualified  specific  quantities  of 
distilled  spirits  or  wines  for  nonbeverage  purposes;  requiaties  of  application, 
which  must  be  made  in  triplicate,  stated;  approval  of  application;  signatures; 
form  of  application.    (T.  D.  2940;  Oct.  29,  1919.) 

Applicant  for  withdrawal  of  wines  for  use  or  sale  required  to  make  out  applica- 
tion in  triplicate,  filling  in  certain  data;  application  to  oe  delivered  to  vendor  who 
will  fill  in  certain  other  data;  disposition  of  triplicates;  signature  where  applicant 
is  corporation  or  copartnership;  form;  serial  number.    (T.  D.  2788;  Feb.  6,  1919.) 

All  persons  are  forbidden  to  sell  or  deliver  distilled  spirits  or  wines  (excepting 
wines  for  sacramental  purposes)  for  use  or  sale  for  other  than  beverage  purposes, 
to  any  person,  firm,  or  corporation  not  qualified  as  a  user  or  dealer,  and  men  only 
upon  delivery  by  person  so  qualified  of  application  therefor  in  due  form.  (T.  D. 
2788;  Feb.  6,  1919.^ 

Flavoring  extracta. 

Nonbeverage  alcohol  and  nonbeverage  wine  may  be  used  in  the  manufticture  of 
bona  fide  flavoring  extracts  for  culinary  purposes  and  soft  drinks  where  sudi  ex- 
tracts are  manufactured  in  accordance  witn  the  standards  prescribed  in  the  United 
States  Pharmacopoeia  and  National  Formulary  and  by  the  Secretary  of  Agriculture: 
where  not  manufactured  in  accordance  with  such  standards  the  sworn  data  ana 
samples  required  herein  as  to  alcoholic  and  medicinal  compounds  will  be  required. 
(T.  D.  2788;  Feb.  6,  1919.) 

— —  Labels. 

The  commercial  labels  that  are  placed  on  containers  of  aU  preparationfl  other 
than  United  States  Pharmacopoeia  or  National  Formulary  must  be  med  with  appli- 
cation for  permit  for  use  of  nonbeverage  distilled  spirits  or  wines,  otherwise  permit 
will  not  be  granted.    (T.  D.  2940;  Oct.  29,  1919.) 

Wines  manufactured  for  other  than  beverage  purposes  alter  Hay  1,  1919,  and  all 
wines  sold  after  June  30,  1919,  when  removed  from  bonded  wineries  or  bonded 
storerooms,  including  such  wines  shipped  in  bond,  must  bear  printed  label  printed 
by  wine  maker  bearing  stated  legenas;  label  ediall  b^  date  when  affib^ed.  shall  be 
signed  in  wine  maker's  name  and  shall  be  pasted  co  head  of  barrel  ana  secured 
by  tacks,  except  when  contained  in  metal  packages,  in  which  case  tacks  will  not 
be  required,  but  label  must  be  securely  pasted  in  conspicuous  place;  no  advertising 
matter  will  be  pemutted  on  label.    (T.  D.  2788;  Feb.  6, 1919.) 
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Nonbevera^  vine— Continaed. 

Kedidxial  extracts  and  compoonds. 

Under  fhe  act  of  September  8, 1916,  it  is  illegal  to  mix  distilled  spirits  and  wines 
for  any  purpose  except  in  the  manufacture  of  liqueurs,  cordials,  and  similar  com- 
pounds taxable  under  that  act,  but  this  does  not  prohibit  the  manufacture  of 
medicinal  extracts  with  tax-paid  npnbevera^  spirits  and  the  subsequent  addition 
of  such  extracts  to  tax-paid  wines  in  the  manumcture  of  proprietary  medicines  or 
soft  drinks  which  are  otherwise  manufactured  in  accordance  with  the  law  and 
regulations;  this  provision  removes  an  apparent  conflict  pertaining  to  the  mixture 
of  distilled  spirits  and  wines  as  contained  in  T.  D.  2387  and  T.  D.  2403.  (T.  D. 
2788;  Feb.  6, 1919.) 

Where  the  collector  is  in  doubt  as  to  whether  or  not  medicinal  compound  is  a  bever- 
age, he  will  issue  permit  and  submit  entire  matter  to  Commissioner  of  Intenud 
IvBvenue  with  a  commercial  package  or  packages  of  not  less  than  16  ounces  of  the 
product  for  determination.    (T.  D.  2788;  Feb.  6,  1919.) 

If  an  alcoholic  compound  is  already  listed  in  T.  D.  2544,  or  subsequent  dedsions 
of  similar  purport,  as  one  requiring  special  tax  for  its  manufacture  and  sale,  per- 
mit shall  not  be  issued  nor  will  permits  be  issued  to  retail  liquor  dealers,  except 
phannadsts.    (T.  D.  2788;  Feb.  6,  1919.) 

Penalties. 

The  sale  or  use  of  medicinal  and  culinary  or  flavoring  extracts  made  with  non- 
beverage  distilled  spirits  or  wines  for  beverage  purposes  or  for  manufacture  into 
alcoholic  beverages  will  subject  the  seller  or  user  to  the  penalties  provided.  (T.  D. 
2788;  Feb.  6,  1919.) 

When  there  is  evidence  that  wine  or  liquor  obtained  actually  or  ostensibly  for 
sacramental,  medicinal,  or  nonbevera^ge  purposes,  has  been  used,  for  beverage  pur- 
poses it  shall  be  reported  to  the  Commissioner  for  assertion  of  additional  tax  liability, 
and  to  the  United  States  attorney  for  prosecution.    (T.  D.  2881;  July  3,  1919.) 

Fact  that  occupation  or  the  production  or  sale  of  a  beverage  is  prohibited  does 
not  relieve  those  engaged  in  such  occupation  or  producing  or  selling  the  beverage 
from  tax  liabilitv;  payment  of  tax  in  no  way  conveys  an^  right  to  act  contrary  to  or 
to  be  exempt  from  liabilities  imposed  by  the  prohibition  legislation;  result  of 
statutes  imposing  taxes  and  prohibiting  traffic  is  that  same  person  may  incur  liability 
to  tax  and  at  same  time  be  liable  to  prosecution  under  the  prohibition  laws.  (T.  D. 
2881;  July  3, 1919.) 

Permit  to  use  or  sell,  in  generaL 

Collectors  required  to  exercise  utmost  caution  in  issuing  permits  where  any 
doubt  whatever  exists  as  to  sufficiency  of  medication  as  to  alcoholic  or  medicinal 
compounds  for  internal  use  or  manufacture  of  flavoring  extracts.  (T.  D.  2788; 
Feb.  6, 1919.) 

Where  manufactiurer  desires  to  make  United  States  Pharmacopceia  or  National 
Formulary  products,  permit  may  be  approved  by  collector  of  internal  revenue 
without  submitting  the  matter  to  this  omce;  and  as  to  such  products  a  statement 
of  the  names  by  classes,  such  as  ''tinctures ''  ''extracts,''  etc.,  and  that  they  con- 
form to  the  standards  specified,  will  be  sumdent  without  any  further  description 
or  statement  of  formula.    (T.  D.  2788;  Feb.  6,  1919.) 

^— Application  and  bond. 

All  persons,  firms,  or  corporations  (except  distillers  and  proprietors  of  bonded 
warehouses,  bonded  wineries,  and  bonded  storerooms,  making  deliveries  in  the 
original  taxpaid  packs^es^  desiring  to  use  or  sell  wines  for  other  than  beverage  pur- 
poses, will  be  requirea,  first,  to  qualify  therefor  by  filing  with  collector  of  district 
m  which  business  is  to  be  conducted  an  application,  in  duplicate,  for  a  permit,  and 
a  bond,  in  duplicate,  to  be  approved  by  collector  of  district.  (T.  D.  2788;  Feb. 
6, 1919.) 

In  the  case  of  alcoholic  medicinal  compounds  which  are  not  in  conformity  with 
the  Unites  States  Pharmacopoeia  or  National  Formulary,  the  manufacturer  will 
file  with  collector,  when  requesting  permit  for  use  of  nonbeverage  alcohol  or  non- 
beverage  wines,  the  following  data  in  dupUcat^:  The  name  of  the  preparation,  by 
whom  manui^ctured,  for  whom  manufactured  in  cases  where  same  is  not  placed  on 
the  market  by  the  manufacturer,  the  advertising  matter  distributed  with  the  prepara- 
tion, and  the  percentage  of  alcohol  by  volume  contained  in  the  finished  proauct. 
(T.  D.  2788;  B^b.  6,  1919.) 

Sworn  statement,  in  duplicate,  must  be  furnished  that  the  medicinal  compound 
containB  no  more  alcohol  than  is  necessary  for  the  purposes  of  extraction,  solution, 
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Nonbeverage  wine — Continued. 

Permit  to  use  or  sell — Continued. 

AppUcatiozx  and  bond — Continued. 

or  preservation;  that  it  contains  in  each  fluid  ounce  ft  dose  as  a  whole  or  in  compati- 
ble combination  of  one  or  more  agents  of  recognized  therapeutic  value;  that  it  con- 
tains no  agents  either  chemically  or  ph^rsiolomcally  incompatible  with  the  active 
medicinal  a^nts  upon  which  the  mciiicinal  claims  are  based,  and  that  it* is  not  a 
beverage  and  is  not  to  be  sold  or  used  as  a  beverage;  Commissioner  ot  Intomal  Reve- 
nue reserves  the  right,  when  in  doubt  as  to  the  nonbeverage  character  of  the  prep- 
aration (and  the  applicant  must  accept  such  reservation),  to  demand  fgrmula  and 
process  by  which  article  is  manufactured.  The  collector  Immediately  after  issuing 
the  penmt  will  forward  one  copy  of  the  data  above  specified  to  this  office  for  filing 
in  the  Division  of  Chemistry,  retaining  one  copy  for  his  files.  (T.  D.  2788;  Feb. 
6, 1919.) 

Form  of  application,  which  should  be  made  in  duplicate,  stated;  one  copy  after 
approval  will  be  retained  by  collector  and  other  with  approval  indorsed  thereon 
will  be  returned  to  applicant,  who  will  post  same  conspicuously  in  his  place  of  busi- 
ness; application  so  approved  is  nontransferable  and  may  be  revoked  and  canceled. 
(T.  D.  2788;  Feb,  6,  1919.) 

Bond  with  personal  sureties,  without  justification  by  sureties,  may  be  accepted 
on  condition  tnat  any  Government  bond  or  bonds  in  an  equal  amount  to  penal  rnun 
of  bond  offered  be  deposited  with  collector  as  collateral.    (T.  D.  2788;  Feb.  6, 1919.) 

Applicant  for  x)ermit  to  use  or  sell  wines  for  other  than  beverage  purposes  must 
furnish  bond,  in  duplicate,  with  corporate  surety  or  two  personal  sureties;  basis  of 
bond;  new  bond  required,  when;  instructions  with  reference  to  heading,  signatures, 
seals,  witnesses,  sureties,  alterations  and  erasures;  form  of  bond  stated;  cancellation. 
(T.  D.  2788;  Feb.  6,  1919,) 

Full  names  of  individuals  must  be  signed  to  application  for  permit  for  u.««e  of 
nonbeverage  distilled  spirits  or  wines,  written  exactly  as  in  heading  thereof;  in 
case  of  copartnership  firm  name  must  be  signed  preceding  names  of  members, 
and  any  member  authorized  may  sign  the  firm  name;  in  case  of  cornoialion  the 
corporate  name  must  be  written,  followed  by  name  and  title  of  officer  auly  author- 
ized to  sign  for  company,  together  with  impression  of  corporate  seal.  (T.  D.  2940; 
Oct.  29, 1919.) 

Where  manufacturing  pharmacists  or  manufacturing  chemists  who  have  obtained 
permit  subsequent  to  November  1,  1919,  to  use  nonbeverage  spirits  or  wines  in 
manufacture  of  certain  preparations,  desire  to  use  such  spints  or  wines  in  manu- 
facturing other  preparations  according  to  private  formulae  submitted  to  them  by 
others,  they  must  file  supplemental  application,  if  total  quantity  produced  during 
90  days  exceeds  5  gallons,  but  if  total  quantity  does  not  exceed  5  gallons,  special 
permit  will  not  be  required,  but  manufacturer  will  be  held  responsible  as  to  suffi- 
ciency of  medication;  additional  application  must  be  made  where  it  is  desired  to 
use  nonbeverage  spirits  or  wines  in  manufacture  of  additional  preparations  not 
stated  in  original  permit.    (T.  D.  2940;  Oct.  29,  1919.) 

All  persons,  firms,  or  corporations  (except  distilleries  and  proprietors  of  bonded 
warehouses,  bonded  wineries,  and  bonded  storerooms,  making  deliveries  in  ori^nal 
packages),  desiring  to  use  for  manufacturing  purposes  or  sell  distilled  spints  or 
wines  for  medicinal  or  nonbeverage  purposes,  req^uired  to  qualify  by  filing  appli- 
cation for  permit  and  bond;  duly  licensed  practitioners  of  medicine  may  secure 
permit  without  giving  bond  for  purchase  of  not  in  excess  of  two  quarts  of  alcohol 
or  alcoholic  preparations  during  period  of  one  year  by  filing  Form  737  and  executing 
sworn  statement  that  such  alcohol  or  preparations  are  to  be  used  in  their  practice; 
form  of  application  and  data  to  be  included  therein;  serial  number;  approval  of 
application;  posting  of  permits  by  holders.    (T.  D.  2940;  Oct.  29,  1919.) 

Prohibition  enforcement  officers  must  not  issue  permit  for  use  of  nonbeverage 
distilled  spirits  or  wines  subsequent  to  November  1,  1919,  without  first  receiving 
approval  of  Comnussioner  of  Internal  Revenue;  new  permits  will  be  issued  under 
p^o^'isions  of  T.  D.  2788  until  November  1,  1919;  permits  issued  prior  to  November 
1,  1919,  must  be  renewed;  if,  before  application  for  renewal,  permit  holder  desires 
to  have  permit  extended  to  cover  preparation  not  heretofore  approved,  prohibition 
enforcement  officer  will  forward  copy  of  old  permit,  together  with  new  application, 
for  approval  of  the  Commissioner.    (T.  D.  2940;  Oct.  29, 1919.) 

Applicant  for  permit  to  use  nonbeverage  distilled  spirits  or  wines  must  furnish 
bond,  in  duplicate,  conditioned  that  he  shall  comply  with  laws  and  regulations 
restricting  sale  or  use  of  distilled  spirits  or  wines  for  other  than  beverage  purposes; 
bond  must  have  corporate  surety  or  two  personal  sureties  and  must  be  approved 
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Permit  to  use  or  sell — Continued. 

Application  and  bond — Continued. 

bv  prohibition  enforcement  officer  of  the  State;  personal  bond  may  be  accepted 
also  if  Government  bonds  in  amount  equal  to  penal  sum  of  bond  offered  shall  be 
didy  assigned  to  Commissioner  of  Internal  Revenue  and  deposited  with  prohibition 
enforcement  officer  as  collateral  security;  contents  of  bond;  signatures;  alterations 
and  erasures;  forms;  cancellation.    (T.  D.  2940;  Oct.  29,  1919.) 

Holders  of  permits  for  use  of  nonbeverage  distilled  spirits  and  wines  issued  prior 
to  November  1, 1919,  required  to  give  new  bond  not  later  than  December  31, 1919; 
however,  no  new  bond  need  be  filed  wh^re  satisfactory  bond  was  filed  prior  to 
November  1,  1919,  on  latest  revised  Form  738  published  in  T.  D.  2788  or  T.  D. 
2840,  in  sufficient  ^nal  siun  to  meet  requirements  of  T.  D.  2940,  and  in  no  case 
less  than  $1,000;  existing  permits  expire  on  December  31, 1919,  unless  new  bond  is 
furnished  as  required.    (T.  D.  2946;  Nov.  13, 1919.) 

Basis  of  penal  sum  of  bond  covering  use  or  sale  of  nonbeverage  spirits  is  $4.20 
per  proof  gallon  on  quantity  of  spirits  which  will  be  received  durmg  any  quarterly 
period  of  calendar  year,  plus  amount  of  nonbeverage  spirits  on  hand  at  end  of 
preceding  quarter;  penal  sum  of  bond  coverine  wines  will  be  computed  at  rate 
$100  for  each  200  gallons,  or  any  fractional  part  thereof;  penal  sum  of  bond  covering 
both  nonbeverage  spirits  and  wines  shall  oe  aggregate  sum  of  amounts  required 
for  each;  provided,  however,  that  penal  sum  of  any  bond  shall  be  not  less  than 
$1,000,  nor  more  than  $100,000.    (T.  D.  2946;  Nov.  13,  1919.) 

Bevocation. 

If  it  should  appear  on  proper  showing  made  at  any  time  that  the  party  to  whom 
permit  has  been  issued  has  willfully  violated  any  of  the  provisions  of  the  law  or 
regulations  relating  to  using  or  handling  of  spirits  or  wines,  it  shall  be  the  duty 
of  the  collector  to  recall  and  cancel  the  permit  and  report  the  facts  to  the 
Commissioner  of  Internal  Revenue,  witJi  his  recommendations  in  the  premises. 
(T.  D.  2788;  Feb.  6, 1919.) 

Whore  manufacturer  desires  to  discontinue  manufacture  of  certain  preparations 
without  having  his  entire  permit  revoked,  he  should  so  notify  the  prohibition  enforce- 
ment officer,  who  in  turn  ^ould  notify  the  Commissioner;  names  of  such  prepara- 
tions will  then  be  stricken  out  on  all  copies  of  peniiit.    (T.  D.  2940;  Oct.  29, 1919.) 

Purposes  of  use. 

No  permit  should  be  ^nted  to  a  manufacturer  of  alcoholic  beverages  nor  where 
tha  spirits  or  wines  are  intended  to  be  used  for  beverage  purposes.  (T.  D.  2788; 
Feb.  6, 1919.) 

Wines  for  other  than  beverage  purposes  may  be  used  only  in  the  arts,  sciences, 
and  trades,  where  circumstances  are  such  that  there  can  be  no  probability  that  the 
wines  will  be  used  or  sold  for  beverage  purposes  or  in  the  manufacture  or  production 
of  any  article  intended  for  use  as  a  beverage;  medicinal,  culinary,  and  flavoring 
extracts;  cosmetics  and  toilet  preparations;  proprietary  medicines.  (T.  D.  2788; 
Feb.  6.  1919.) 

Kotices. 

All  parties  producing  not  exceeding  1,000  gallons  of  wine  per  year,  and  who 
receive  no  wine  in  bond,  must  file  notice  on  Form  698,  two  copies  to  be  filed  with 
collector,  and  one  retained  on  winery  premises;  notice  must  describe  and  show 
location  of  buildings,  size  and  use  of  each,  number  of  fermenters  and  of  wine  tanks 
respectively,  and  size  of  each,  and  estimated  quantity  of  finished  wine  to  be 
proauced;  duplicate  of  notice  on  which  registry  number  will  be  noted  should  be 
forwarded  to  Commissioner  of  Internal  Revenue.    (T.  D.  2765;  Oct.  21,  1918.) 

Each  person  entitled  to  and  desiring  to  avail  himself  of  exemption  provided  by 
section  402  (b)  of  act  September  8,  1916,  must  file  notice  with  collector  of  internal 
revenue  before  commencing  manufacture  of  wine;  such  notice  must  be  on  paper  8 
inches  by  lOi  inches  in  size  and  in  stated  form.    (T.  D.  2765;  Oct.  21, 1918.) 

Numbering  premises,  tanks,  etc. 

In  case  of  production  not  exceeding  1,000  gallons  of  wine  per  year  all  fermenters 
and  all  tanks  must  be  numbered  serially,  commencing  with  No.  1,  and  the  assigned 
number  and  capacit)r  in  wine  gallons  must  be  plainly  and  durably  marked  on  each; 
upon  receipt  of  specified  notice  collector  will  assign  registry  number  to  pi^emises, 
and  duplicate  of  notice  on  which  such  registry  number  will  be  noted  should  be  for- 
warded to  Commissioner  of  Internal  Revenue.    (T.  D.  2765;  Oct.  21, 1918.) 
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Fliazxnadsts  and  pharmaceatlcal  maauf  actnren. 

Pharmaceutical  manu&cturers  are  not  entitled,  under  the  act  of  September  8, 
1916,  to  receive  on  their  premiaea  untax-paid  wine  or  spizits.    (T.  D.  2387:  Oct.  30, 

1916.) 

AU  wines  used  by  manufacturing  chemists  or  apothecaries  in  pre^Mtfationfl  made 
by  them  and  all  compounds  and  preparations  sold  by  them  as  wines,  however 
specially  designated  are  subject  to  tax  as  wine.    (T.  D.  2387;  Oct.  30, 1916.) 

Apothecaries  are  allowed  to  carry  distilled  spirits  and  wine  in  stock  and  use  them 
in  preparation  of  tinctures  and  other  U.  S.  P.  preparations  and  in  comx)oundin^ 
of  bona  fide  prescriptions  without  paying  spedai  tax.    (T.  D.  2760;  Oot.  9,  1918?) 

Pharmacists  holding  special-tax  stamps  as  dealers  are  entitled  to  use  or  sell  alcohol 
or  wines  for  other  than  beverage  purposes.    (T.  D.  2788;  Feb.  6,  1919.) 

Wholesale  pharmacists  may  continue  to  Qualify  for  sale  of  Uquors  or  wines  for 
nonbeverage  purposes  in  conformity  with  T.  D.  2788.    (T.  D.  2881;  July  3, 1919.) 

Wholesale  or  retail  licjuor  dealers  having  stocks  of  wines  or  liquors  on  hand  may 
sell  to  phannacists  holding  permit,  upon  receipt  of  order  on  Form  739  and  in  con- 
fonnity  with  T.  D.  2788,  until  supplies  are  exhausted;  wholesale  or  retail  dealers 
who  are  not  licensed  druggists  or  pharmacists  will  not  be  permitted  to  qualify, 
after  their  present  stocks  are  exhausted,  to  deal  in  either  beverage  or  nonbeverage 
spirits.  (T.  D.  2881;  July  3,  1919.)  Revoked  in  so  far  as  applicable  to  wholesale 
hquor  dealers  who  are  not  licensed  pharmacists  or  druggists.  (T.  D.  2959:  Jan.  5, 
1920.)  ^  V  .  . 

PhysicianB'  preflcriptions. 

Physicisms  may  prescribe  wines  for  internal  use,  but  in  ever^  case  each  prescrip- 
tion shall  be  in  duplicate,  and  both  copies  be  signed  in  physician's  handwriting; 
quantity  prescdbea  for  single  patient  at  given  time  shall  not  exceed  one  quart, 
and  in  no  case  shall  physician  prescribe  alcoholic  liquors  imless  patient  is  under 
his  constant  i>ersonal  supervision;  all  prescriptions  shall  indicate  clearly  name  and 
address  of  patient,  condition  or  illness  for  which  prescribed,  and  name  of  pharmacists 
to  whom  prescription  is  to  be  presented  for  filling.    (T.  D.  2881;  July  3,  1919.) 

Physician  shall  keep  record  in  which  separate  page  or  pages  shall  be  allotted 
each  patient  for  whom  alcoholic  liquors  are  prescribed,  and  shall  enter  therein, 
under  patient's  name  and  address,  date  of  each  prescription,  amoimt  and  Idnd 
of  liquors  dispensed  by  each  prescription,  and  name  of  pharmacist  filling  same. 
(T.  D.  2881;  July  3,  1919.) 

Dnigfi^ist  filling  physicians'  prescriptions  shall  preserve  in  separate,  carefully 
guardea  file  one  copy  of  every  prescription  filled  and  once  a  month  shall  transmit 
to  collector  a  list  showing  names  of  physicians,  names  of  patients,  and  total  quantity 
dispensed  to  each  patient  during  the  month;  whenever  physician  is  prescribing 
more  than  normal  quantities,  or  any  patient  is  procuring  more  tnan  normal  quantiW, 
collector  shall  report  facts  to  Commissioner  and  the  Umted  States  attorney.  (T.  D. 
2881;  July  3,  1919.) 

Any  licensed  pharmacist  or  drugigist  may  fill  physicians'  prescriptions  (1)  if  his 
name  appears  on  the  prescription  in  the  physician's  handwriting,  and  (2)  if  he  has 
made  application  and  received  permit,  Form  737,  in  accordance  with  provisions  of 
T.  D.  2788,  and  (3)  if  he  has  qualified  as  retail  liquor  dealer  by  payment  of  special 
tax;  no  such  prescription  may  be  refilled.    (T.  D.  2881;  July  3,  1919.) 

Pharmacists  should  refuse  to  fill  prescriptions  if  they  have  reason  to  believe  that 
physicians  are  dispensing  for  other  than  strictly  legitimate  medicinal  uses,  or  that 
T)atient  is  securing  quantities  in  excess  of  amount  required  for  legitimate  uaes. 
(T.  D.  2881;  July  3,  1919.) 

Bectifiem. 

Kectifiers  are  not  entitled,  under  the  act  of  September  8, 1916,  to  leceive  on  their 
premises  untax-paid  wine  or  spirits.    (T.  D.  2387 ;  Oct.  30, 1916.) 

Betailers. 

Retail  dealers,  being  exempt  from  giving  bond,  can  not  receive  on  their  premises 
untax-paid  wines.    (T.  D.  2387;  Oct.  30,  1916.) 

Betums  and  reports. 

After  computation  of  tax  on  wines  produced  in  quantities  not  exceeding  1,000 
gallons  per  year  has  been  made,  and  necessary  stamps  affixed  and  canceled,  wine 
maker,  must  render  a  report,  in  triplicate,  in  stated  form,  two  copies  of  which 
report  must  be  forwarded  to  collector,  and  one  retained  on  the  winery  premises. 
(T.  D.  2765;  Oct.  21,  1918.) 


Digitized  by  VjOOQIC 


WINES.  647 

Betums  and  reports—Continued. 

When  grapes  are  first  crushed  wine  maker  producing  not  to  exceed  1,000  gallons 
per  year  must  render  report  in  stated  form,  in  triplicate,  and  under  oath,  and  two 
copies  must  be  forwarded  to  collector  and  one  retained  on  winery  premises;  if 
wines  are  shipped  in  bond  from  such  wineries  to  other  bonded  premises,  each  smp- 
ment  must  be  covered  hy  Form  703,  in  quadruplicate,  filed  with  collector  as  pro- 
vided in  case  of  other  shipments  of  wines  in  bond.    (T.  D.  2766;  Oct.  21, 1918.) 

Sacramental  wines. 

Alcoholic  wines  for  sacramental  purposes  may  be  obtained  from  a  winery,  bonded 
storeroom,  or  person  holding  permit  for  the  sale  of  nonbeverafe  .wines,  on  affidavit 
by  the  priest,  pastor,  rabbi,  or  cleigyman  of  anv  religious  denomination  in  good 
standing  in  the  community,  or  some  person  specincaUy  designated  by  him,  without 
obtaining  permit  and  giving  bond,  in  any  quantity  it  may  deem  advisable,  except 
that  the  total  quantity  received  auring  any  one  calendar  year  shall  not  be  greater 
than  sufficient  to  meet  the  bona  fide  reqiurements  during  a  period  of  12  months; 
form  of  affidavit  and  of  application;  wines  shall  not  be  dehvei^  until  affidavit  has 
been  received  by  proprietor  of  winery,  bonded  storeroom,  or  dealer  holding  permit. 
(T.  D.  2788;  Feb.  6,  1919.    T.  D.  2888;  July  14, 1919.    T.  D.  2912;  Aug.  19, 1919.) 

Procedure  outlined  in  T.  D.  2765  should  be  followed  where  wines  are  produced 
for  sacramental  pmnpcses  by  churches  or  relii^ous  orders,  and  production  and  dis- 
tribution are  entirely  under  clerical  supervision;  such  wines  may  be  removed  from 
S remises  where  proouced,  in  accordance  with  T.  D.  2788;  labels  required  by  that 
edsion  may  be  omitted;  wine  used  for  sacramental  purposes  is  subject  to  tax. 
(T.  D.  2881;  July  3,  1919.) 

In  view  of  the  custom  during  man^  centuries  for  Jewish  &milies  to  make  in 
their  homes  the  wines  used  in  rehgious  rites  connected  with  the  Sabbath  observance, 
or  observance  of  the  Passover  and  other  similar  feasts,  the  propriety  of  permitting 
the  continuance  of  such  customs  is  recognized  and  members  of  congregations  affili- 
ated under  the  Union  of  Orthodox  Rabbis  may  execute  the  form  prescribed  in 
T.  D.  2765,  paragraph  1/  which  form  should  be  countersigned  by  the  district  rabbi 
for  said  Union;  15  gallons  a  year  is  deemed  a  sufficient  maximum  for  established 
religious  usage.    (T.  D.  2940;  Oct.  29, 1919.) 

Kosher  wines  which  have  been  made  under  the  supervision  of  the  Union  of  Ortho- 
dox Kabbis  may  be  obtained  from  duly  certified  manufacturer  of,  or  dealer  in,  such 
wines  who  has  the  certification  of  the  president  of  such  Union,  under  regulations 
stated.    (T.  D.  2940;  Oct.  29,  1919.) 

Wines  for  sacramental,  medicinal,  and  other  nonbeverage  purposes  may  be  pro- 
duced on  bonded  winery  premises,  and  wines  intended  for  such  purposes  may  be 
removed  from  bonded  winery  or  bonded  storeroom  only  in  accordance  with  reg- 
ulations; application  to  be  used  where  sacramental  wines  are  produced  by  and 
distributed  under  clerical  supervision  stated.    (T.  D.  2940;  Oct.  29,  1919.) 

AlcohoUc  wines  for  sacramental  purposes  may  be  obtained  from  winery  not 
operated  under  clerical  supervision,  bonded  storeroom,  or  person  holding  permit 
for  sale  of  nonbevera|fe  wines,  on  affidavit  of  priest,  pastor,  rabbi,  or  clergyman  of 
any  religious  denomination  in  good  standing  in  the  community,  or  some  person 
specifically  designated  by  him,  without  obtaining  permit  and  giving  bond,  in 
sufficient  quantity  to  meet  legitimate  needs  of  regulax  congregation  for  reasonable 
period,  but  not  to  exceed  one  year;  form  of  affidavit  for  suai  purpose  stated;  veri- 
fication of  affidavit.    (T.  D.  2940;  Oct.  29,  1919.) 

Samples. 

Wines  furnished  as  samples  by  dealers  are  nevertheless  subject  to  tax  under  the 
act  of  September  8,  1916,    (T.  D.  2387;  Oct.  30,  1916.) 

Articles  27  and  28  of  Regulations  No.  28.  Supplement  No.  2,  require  eaugers  and 
visiting  deputies  to  make  occasional  tests  of  wine  as  to  alcoholic  content,  but  respon- 
sibility for  proper  stamping  of  wines  is  placed  upon  wine  maker  or  bonded  dealer; 
samples  are  not  to  be  submitted  unless  appeal  is  taken  from  fijidings  of  internal- 
revenue  officers  or  in  cases  where  it  is  suspected  that  the  wines  are  understamped. 
(T.  D.  2400;  Nov.  24,  1916.) 

Signs,  winery  premises. 

Owner  or  occupant  of  winery  premises  produciiig  not  to  exceed  1,000  gallons  per 
year  must  keep  conspicuously  on  outaiae  of  building  nearest  street  or  highway 
sign  in  plain  letters  and  figures,  of  not  less  than  3  inches  in  length  and  of  corre- 
sponding width,  indicating  the  premises  and  the  registry  number.  (T.  D.  2765; 
Oct.  21,  1918.)  -^        ^  -^     ^ 
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Sparkling  wines. 

Wines  received  by  dealers  which,  by  subsequent  fermentation,  aie  converted 
into  sparkling  wines,  are  subject  to  tax  as  sparkling  wines  and  should  oe  so  accounted 
for  by  such  dealers.     (T.  D.  2387;  Oct.  30,  1916.) 

Imported  or  domestic  still  wines  on  which  tax  has  been  paid,  but  which  when 
subsequently  bottled  become  carbonated  by  secondary  fermentation,  are  subject  to 
tax  as  sparkling  wines;  where  such  change  in  wine  b  not  produced  by  addition  of 
sugar  for  purpose  of  starting  secondary  fermentation  and  is  merely  incidental  to  bot- 
tling, dealer  in  such  case  not  regarded  as  producer;  to  avoid  double  taxation  addi- 
tional tax  found  to  be  due  may  be  paid  oy  affixing  additional  stamps  to  bottles 
containing  such  wines  with  label  showing  wmes  to  have  been  bottled  without  treat- 
ment.   (T.  D.  2387;  Oct.  30,  1916.) 

Distinction  between  carbonated  wine  and  sparkling  wine  is  that  former  is  artifi- 
cially carbonated  while  latter  is  carbonated  by  natural  fermentation.  (T.  D.  2387; 
Oct.  30,  1916.) 

Stamps  and  stamp  taxes. 

Tax  on  unstamped  wines  removed  from  or  to  premises  not  bonded  should  be  re- 
ported for  assessment  against  shipper  of  such  wines.     (T.  D.  2387;  Oct.  30,  1916.) 

Transfers  of  wines  by  wholesale  dealers  from  stamped  to  unstamped  packages 
should  be  reported  by  such  dealers  in  their  monthly  statements.  (T.  D.  2387 
Oct.  30,  1916.) 

Unstamped  wines  in  hands  of  wholesaler  or  received  by  retailers  on  and  after 
September  9,  1916,  are  subject  to  tax  imposed  by  the  act  of  September  8,  1916. 
(T.  D.  2387;  Oct.  30,  1916.) 

Stamps  of  appropriate  denominations  should  be  securely  affixed  to  all  casks  or 
cases  containing  wine,  and  where  value  of  any  stamp  exceeds  30  cents  initials  of 
wine  maker  or  dealer  at  date  of  cancellation  should  be  plainly  marked  thereon.  (T. 
D.  2387;  Oct.  30,  1916.) 

Wines  may  be  removed  from  stamped  packages  to  show  casks  if  on  inspection  of 
premises  by  deputy  collector  all  wines  are  found  to  be  duly  stamped.  (T.  D.  2387; 
Oct.  30, 1916.) 

W*ine  stamps  issued  imder  emeigency  revenue  act  of  October  22,  1914,  may  be 
used  for  wines,  cordials,  etc.,  taxable  under  the  act  of  September  8,  1916;  such 
stamps  may  be  affixed  to  the  casks  or  outer  cases  containing  the  taxable  wines; 
bottles  of  wine  removed  from  stamped  cases  should,  however,  be  labeled  by  the 
dealer  as  containing  wine  removed  from  stamped  packEiges  or  cases;  bottles  removed 
from  unstamped  cases  should  be  stamped.    (T.  D.  2387;  Oct.  30,  1916.) 

Tax  due  on  all  wines  removed  from  bonded  wineries  or  bonded  storerooms  for  con- 
sumption or  sale  must  be  paid  by  stamp,  and  stamps  must  be  affixed  to  all  containers 
so  removed  and  duly  canceled,  regardless  of  size  of  such  containers,  except  in  case  of 
shipment  in  tank  cars,  when  stamps  must  be  affixed  to  bill  of  lading,  as  required  by 
T.  D.  2555;  however,  in  case  wines  are  removed  in  bottles  each  bottle  should  bear 
an  appropriate  stamp,  or,  if  proprietor  of  bonded  premises  so  desires,  proper  stamp 
may  be  affixed  to  each  case  containing  such  bottles.    (T.  D.  2667;  Mar.  9, 1918.) 

Where  possible,  collectors,  upon  receipt  of  reports  from  producers  of  wines  in 
quantities  not  exceeding  1,000  gallons  per  year,  should  detail  officers  to  wineries 
to  see  that  stamps  are  affixed  to  contamers  and  properly  canceled  by  writing  in 
ink  or  stamping  name  or  initials  of  producer  and  date  of  cancellation  on  tax  stamps; 
stamps  must  also  be  rendered  entirel}^  unfit  for  reuse  by  cutting  them  through 
diagonally  or  crosswise  or  by  perforation  so  as  to  remove  substantial  portion  of 
paper.    (T.  D.  2765;  Oct.  21,  1918.) 

Tax  on  all  wine  produced  by  wine  maker  in  quantities  not  exceeding  1.000  gal- 
lons per  year  must  be  paid  not  later  than  90  days  after  manufacture  thereof  is  com- 
menced by  affixing  proper  stamps  to  containers,  and  cancellation  of  the  stamps, 
unless  wine  has  been  previously  shipped  in  bond  to  other  bonded  premises  ana 
properly  accounted  for.    (T.  D.  2765:  Oct.  21,  1918.) 

In  arriving  at  amount  of  tax  to  be  paid  by  producers  on  quantities  not  exceeding 
1,000  gallons  per  year,  the  quantity  removed  in  bond,  quantitv  set  aside  for  family 
use,  actual  quantity  of  lees  or  sediment,  and  actual  loss  resulting  from  Bhrinkaya, 
soalcage,  etc.  (not  exceeding  3}  per  cent  of  quantity  on  which  tax  is  paid),  may  be 
deducted.    (T.  D.  2765;  Oct.  21,  1918.) 

Where  -regulations  relating  to  production  of  wine  in  quantities  not  exceeding 
1,000  gallons  per  year  are  not  complied  with,  penalties  provided  in  Daragnph  (f ), 
section  402,  act  September  8,  1916,  will  be  incurred.    (T.  D.  2766;  Oct  21,  1918.) 
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StampB  and  stamp  taxea-— Continued. 

Provkion  of  section  3324,  Revised  Statutes,  relative  to  obliteratioin  of  stamps 
on  empty  distilled  spirits  casks  and  packages,  including  provisions  imposing  pen- 
alties, apply  to  empty  wine  packages;  therefore,  in  case  of  wines  produced  in 
quantities  not  exceeding  1,000  gallons  per  ^ear,  unless  stamps  on  empty  packages 
are  effaced  and  obliterated,  penalties  pxovidea  by  such  section  will  be  asserted. 
(T.  D.  2765;  Oct.  21, 1918.) 

Storage. 

Storage  on  bonded  premises  of  wines  on  which  tax  has  been  paid  ib  not  pennis- 
sible;  so  much  of  premises  used  for  storage  or  treatment  of  untax-paid  wines  must 
be  bonded.    (T.  D.  2387;  Oct.  80,  1916.) 

Tax-paid  wines  may  be  temporarily  stored  for  bottling  or  shi^ent  in^room  speci- 
ally set  apart  for  that  purpose,  although  connected  with  rooms  in  which  untax-paid 
wines  are  stored,  but  under  no  circumstances  should  both  tax-paid  and  untaix-paid 
wines  be  stored  in  same  room.    (T.  D.  2470;  Mar.  27, 1917.) 

Time  taxes  effective. 

War  revenue  taxes  on  distilled  spirits  removed  from  place  of  production  or  storage 
in  bond  took  effect  on  and  after  morning  of  October  4, 1917.  (T.  D.  2647;  Oct.  S, 
1917.) 

Transportation. 

Wines  in  transit  September  8. 1916,  should  be  so  inventoried  by  both  shipper  and 
receiver,  tax  in  such  cases  to  be  assessed  against  shipper,  but  abated  if  paid  by 
receiver.    (T.  D.  2387;  Oct.  30, 1916.) 

Untax-paid  wines  can  be  lawfully  shipped  only  from  and  to  bonded  premises. 
(T.  D.  2387;  Oct.  30, 1916.) 

Shipper  required  to  make  biU  of  lading  in  triplicate,  two  copies  to  be  filed  with 
collector  of  district  from  which  wines  are  shipped,  with  uncanceled  stamps  of  re- 
quired denominations  affixed  to  one  of  such  copies;  bill  of  lading  to  which  imcan- 
celed  stamps  are  attached  wiU  then  be  checkea  with  maker's  or  dealer's  monthly 
statement,  and,  together  with  uncanceled  stamps,  will  be  forwarded  by  collector 
by  registered  mail  to  Commissioner  of  Internal  Revenue  at  close  of  each  month; 
collector  required  to  mail  one  copy  of  biU  of  lading  to  collector  of  district  to  which 
tank  cars  are  consigped,  noting  thereon  that  appropriate  stamps  have  been  received 
in  his  office,  and  third  copy  of  bill  will  be  sent  by  shipper  to  consifixiee,  after  notins 
thereon  that  appropriate  stamps  were  forwarded  to  collector's  office;  collector  of 
district  to  whicn  cars  are  consigned  will  see  that  they  are  not  released  to  consignee 
until  he  has  leceived  coi>y  of  biU  of  lading  duly  certified  by  collector  of  district 
from  which  shipped,  stating  that  proper  stamps  have  been  received  in  his  office; 
label  to  be  affixed  to  car  will,  in  addition  to  prescribed  marks,  contain  words  '  ^Tax 
paid;"  diipments,  whether  in  bond  or  tax  paid,  will  be  leported  as  separate  items 
on  Form  701  or  702,  as  case  may  be;  wine  shipped  to  other  than  bonded  premises, 
on  which  tax  has  not  been  paid  by  stamp,  will  be  seized  and  shipper  thereof  will  be 
prosecuted  under  provisions  of  paragraph  (f )  of  section  402  of  the  act  of  September  8, 
1916.    (T.  D.  2474;  Apr.  4,  1917.    T.  D.  2556;  Oct.  25, 1917.) 

Treatment — Addition  of  aufi^ar. 

Wines  to  which  sugar  is  added,  so  that  their  volume  is  materially  increased,  are 
subject  to  increase  ot  tax,  to  be  paid  by  dealer  treating  such  wines;  use  of  sugar 
solution  in  excess  of  35  per  cent  of  the  volume  of  the  resultant  product  will  not  oe 
permitted  under  section  401  of  the  act  of  September  8, 1916,  or  the  pure-food  laws. 
(T.  D.  2387;  Oct.  30,  1916.) 

Addition  of  sugar  solution  to  the  must  or  wine  to  correct  natural  deficiencies  author- 
ized when  such  addition  shall  not  increase  volume  of  resultant  product  more  than 
35  per  cent,  and  such  product  does  not  contain  less  than  5  parts  per  thousand  of  acid 
beiore  fermentation  and  not  more  than  13  per  cent  of  alcohol  after  complete  fer- 
mentation; table  showing  number  of  gallons  of  water  that  may  be  addea  to  each 
thousand  gallons  of  must  or  wine.  (T.  D.  2469;  Mar.  28, 1917.  T.  D.  2470;  Mar. 
27, 1917.) 

XXnited  States,  use  of. 

Wines  purchased  for  use  of  United  States  or  for  Panama  Canal  Commission  may 
be  delivered  free  of  tax;  applications  for  necessary  withdrawal  permit  in  such  cases 
should  be  made  under  section  3464^  Revised  Statutes.    (T.  D.  2387;  Oct.  30, 1916). 
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Veimutlifl. 

Vermuth  ia  subject  to  tax  as  wine.    (T.  D.  2387;  Oct.  30, 1916.) 

Vennuth  in  hands  of  retail  dealers  September  8,  1916,  is  subject  to  tax  under  act 
of  October  22,  1914,  as  a  cordial.    (T.  D.  2387;  Oct.  30, 1916.) 

Vermuth  made  from  tax-paid  spirits  without  addition  of  wine  is  taxable  as  wine: 
use  of  both  wine  and  spirits  is  prohibited  by  paragraph  (f )  of  section  402  of  act  of 
September  8,  1916,  unless  wine  nas  been  fortined  under  the  act,  in  which  case  the 
product  is  taxable  as  a  cordial.    (T.  D.  2387;  Oct.  30,  1916.) 

Wines  used  in  manufacture  of  vennuth  must  be  first  tax  paid,  and  vermuth,  as 
such,  is  subject  also  to  tax  imposed  by  act  of  September  8, 1916.  (T.  D.  2387;  Oct. 
30, 1916.) 

Unfortified  wines,  if  not  mixed  with  distilled  spirits,  may  be  used  in  manufacture 
of  vermuth,  but  such  wines,  as  also  the  vennutns  so  manufactured,  are  each  sub- 
ject to  tax;  still  wines  fortified  under  the  act  of  October  22,  1914,  may  be  used  in 
the  manufacture  of  vermuth  subject  to  the  conditions  above  named.  (T.  D.  2387; 
Oct.  30, 1916.) 

All  genuine  imported  vermuths  may  be  considered,  for  purpose  of  collecting  floor 
tax,  as  having  a  wine  base,  unless  there  is  reason  for  believing  otherwise^  and  domes- 
tic vermuths,  manufactured  in  same  manner  as  imported  vermuths,  will  be  inven- 
toried accordingly.    (T.  D.  2579;  Nov.  5,  1917.) 

Vinegar. 

Wines  which  have  become  so  soured  as  to  admit  of  their  sale  or  use  only  as  vinegar 
may  be  removed  or  may  be  destroyed,  free  of  tax,  in  presence  of  deputy  collector, 
who  will  certify  to  fact  on  dealer's  monthly  statement;  so-called  wine  vinegar,  if 
containing  2  per  cent  or  more  of  alcohol,  will  not  be  regarded  as  vinegar.  (T.  D. 
2387;  Oct.  30,  1916.) 

Wholesale  dealers. 

Wholesale  dealers  declining  to  furnish  inventories  of  wines  on  hand  September 

8,  1916,  or  to  render  required  monthly  statements  as  to  disposition  thereof,  to  be 
reported  to  United  States  district  attorney  for  prosecution  under  paragraph  (f)  of 
section  402  of  the  act  of  September  8,  1916.    (T.  D.  2387;  Oct.  30,  1916.) 

Wholesale  dealers  transferring  wines  to  themselves  as  retail  dealers  should  so 
enter  such  wines  on  their  wholesale  records.    (T.  D.  2387;  Oct.  30,  1916.) 

Wholesale  dealers  who  do  not  bond  their  premises,  and  who  have  untax-paid 
wines  in  their  possession,  must  make  monthly  returns  under  oath  as  to  sale  of  such 
wines.    (T.  D.  2387;  Oct.  30,  1916.) 

\Miole6ale  dealers  who  have  shipped  untax-paid  wines  subsequent  to  September 

9,  1916,  should  make  returns  thereof  and  aflBx  to  sudb  returns  necessary  tax-paid 
stamps.     (T.  D.  2387;  Oct.  30,  1916.) 

Wholesale  dealers  are  not  required  to  bond  theirjpremises,  but  unless  bonded  all 
wines  received  thereon  must  be  first  tax  paid.     (T*:  D.  2387;  Oct.  30,  1916.) 

Wliolesale  dealers  carrying  unstamped  wines  must  keep  same  separate  and  apart 
from  tax-paid  wines;  separate  buildings  or  rooms,  however,  will  not  be  required. 
(T.  D.  2387;  Oct.  30,  1916.) 

Where  all  wines  held  by  wholesale  dealers  have  been  dulv  tax  paid,  monthly 
statements  will  not  thereaiter  be  required  of  such  dealers.  (T.  D.  2387;  Oct.  30, 
1916.) 

Collectors  instructed  to  notify  wholesale  wine  dealers  that  tax  on  all  unstamped 
wines  held  on  unbonded  premises  must  be  fully  tax-paid  on  or  before  May  1,  1917, 
and  that  all  untax-paid  wines  found  on  unbonded  premises  at  that  date  will  be 
seized  for  forfeiture;  inconsistent  provisions  of  R^T^lations  28,  Supplement  2. 
revoked.    (T.  D.  2459;  Mar.  13,  1917.) 

WITHDRAWAL. 

Alcohol  for  sdentifio  purposes. 
See  "Alcohol.'' 

DistiUed  spirits. 

See  "Distilled  Spirits." 

Tobacco  or  manufactures  thereof. 

See  ** Cigars";  "Cigarettes";  '^Snuff";  "Tobacco." 
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WirHHOLDIKG. 
Income  taxes. 

See  "Income  Taxes  (Coix>oratioiia)";  "Income  Taxes  (Individuals). "! 

WOOD  ALCOHOL. 

See  ''Alcohol." 

WORDS  AND  PHRASES. 
"Accept." 

The  word  "accept"  is  used  in  the  penal  ]^ro vision  in  section  802  of  the  act  of 
October  3, 1917,  in  the  general  sense  of  "receive"  not  in  the  special  sense  peculiar 
to  drafts.    (T.  D.  2682;  Mar.  26, 1918.) 

"Affiliated." 

Two  or  more  corporations  are  not  "afl51iated  "  merely  because  all  or  substantially 
all  of  the  stock  therein  is  owned  by  the  same  corporation,  individual,  or  partner- 
^p;  tibey  must  also  be  engaged  in  the  same  or  a  closely  related  business.  (T.  D. 
2662;  Mar.  6,  1918.) 

"Agricultural  faixB. " 

The  term  "agricultural  fairs, "  as  used  in  section  700  of  the  act  of  October  3, 
1917,  includes  live  stock  and  similar  shows  for  promotion  of  agricultural  interests, 
but  not  bench  shows  or  other  indoor  exhibitions.    (T.  D.  2681;  Mar.  26, 1918.) 

<' AU  or  Bubstantialiy  all  of  the  stock. " 

The  words  "all  or  substantially  all  of  the  stock"  as  used  in  the  definition  of  an 
affiliated  corporation  in  Regulations  No.  41 ,  article  77,  interpreted  as  meaning  an 
ownership  of  95  per  cent  or  more  of  such  stock  by  the  same  taxpayer  during  the 
taxable  year.    (T.  D.  2662;  Mar.  6, 1918.) 

"  All  the  proceeda. " 

The  term  "all  the  proceeds,"  as  used  in  section  700  of  the  act  of  October  3, 1917, 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.  (T.  D.  2681; 
Mar.  26, 1918.) 

"Any  part  thereof." 

"Any  part  thereof,"  as  used  in  section  301  of  the  act  of  September  8, 1916,  is  any 
article  relatively  complete  within  itself  and  designed  or  manufactured  for  special 
purpose  of  being  used  as  component  part  of  completed  munition,  and  whicn,  by 
reason  of  some  peculiar  characteristic,  loses  its  identity  as  a  commercial  commodity, 
and  which,  without  further  treatment,  can  not  be  used  for  any  purpose  other  than 
that  for  which  it  was  designed;  stock  or  commercial  commodity  purchasable  in 
general  trade  or  upon  market,  if  adapted  to  use  in  manufacture  of  munition,  is  not 
"part,"  and  will  be  treated  as  raw  material,  provided  that  articles  which  ordi- 
narily would  be  classed  as  commercial  commodities  become  "parts"  when  they 
are  manufactured  specially  for  and  sold  to  manufacturer  to  be  by  him  incorporated 
in  and  made  essential  part  of  any  munitions  enumerated  in  said  section  301.  (T. 
D.  2384;  art.  13.) 

''Appendages." 

The  word  "appendages, "  as  used  in  paragraph  (d)  of  article  2  of  Relations  No. 
39,  includes  those  adjuncts  or  accessories  which  may  be  attached  to  and  become 
in  effect  parts  of  firearms.    (T.  D.  2714;  May  14,  1918.) 

^'Automobile." 

An  automobile  is  a  self -propelling  vehicle  usually  designed  to  run  on  a  road,  con- 
taining the  means  of  propulsion  within  itself.    (T.  D.  2719;  Art.  VIII.) 

An  automobile  truck  or  wagon  is  an  automobile  used  primarily  for  transporting 
articles.    (T.  D.  2719;  Art.  VIII.) 

"Avocation." 

"Avocation"  is  that  which  takes  one  from  his  regular  calling;  a  minor  occupa- 
tion.   (T.  D.  2690;  art.  8.) 
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<<Bad  debt.'* 

Bftd  debt  or  worthlefls  debt,  as  contemplated  by  income-tax  kw  and  vldch  may 
be  deducted  in  return  of  income,  is  one  which  hafl  been  actually  aceitained  to  be 
worthleas  and  chaiged  off  within  taxable  year.    (T.  D.  2690;  art.  8.) 

«*Bondfl." 

Instruments  containing  easential  features  of  promiB&ory  note,  but  iflsued  by  cor- 
porations in  numbers  under  trust  indenture  either  in  registered  form  or  wi^  coupons 
attached,  embodying  provisionB  for  acceleration  of  maturity  in  event  of  demult 
by  obligor  for  optional  registration  in  case  of  bearer  bonds  for  authentication  by 
trustee  and  sometimes  for  redemption  before  maturity  or  similar  provisions  are 
bonds  within  meaning  of  Schedule  A  of  Title  VII  of  act  of  October  3, 1917,  whether 
called  bonds,  debentures,  or  notes.    (T.  D.  2713;  May  14, 1918.) 

"Bottler." 

A '  'bottler' '  is  a  producer  or  any  person  who  puts  a  liquid  in  bottles  or  other  closed 
containers  and  sells  it.    (T.  D.  2719;  Art.  XXXIII.) 

''Buaineas." 

In  case  of  corporation  or  partnership  all  income  from  whatever  source  derived 
is  deemed  to  be  from  its  trade  or  buainesB,  and  the  terms  ' 'trade, "  ''business, "  and 
*  'trade  or  business, ' '  as  used  in  war  excess-profits  tax  regulations,  include  all  sources 
of  income,  and  unless  otherwise  indicated  by  the  context,  the  terms  will  be  deemed 
to  be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  7.) 

In  case  of  an  individual  the  terms '  'trade, ' '  *  'business, ' '  and '  'trade  or  business,  '* 
as  used  in  war  excess-profits  tax  reg;ulations,  comprehend  all  his  activities  for  gain, 
profit,  or  liveliho<5d  entered  into  with  sufficient  frequency  or  occupying  such  por- 
tion of  his  time  or  attention  as  to  constitute  a  vocation,  including  occupatLons  and 
professions;  when  such  activities  constitute  a  vocation  they  shall  be  construed  to 
be  a  trade  or  business  whether  continuously  carried  on  dunng  taxable  year  or  not; 
unless  otherwise  indicated  by  the  context  terms  will  be  deemed  to  be  used  only 
with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  8.) 

The  word  "busiaesB, "  as  used  in  act  September  8,  1916,  is  a  very  comprehensive 
term  and  embraces  everything  about  which  a  jperson  can  be  employed;  &dr  test  as 
to  whether  or  not  a  coiporation  is  doing  busmen  is  whether  tne  corporation  has 
reduced  its  activities  to  the  owning  and  holding  of  property  and  the  distribution  of 
its  avails  and  doing  only  the  acts  necessary  to  continue  that  status,  or  is  still  active 
and  is  T"«^^"^^i"i"g  its  organization  for  purpose  of  continued  efforts  in  pursuit  of 
profit  and  gain  and  such  acti\'ities  as  are  essential  to  those  purposes.  (T.  D.  2750, 
art.4;  Aug.9,  1918.) 

"Cabaret." 

The  words '  'cabaret  or  other  similar  entertainment,''  as  used  in  section  700  of  the 
act  of  October  3,  1917,  include  every  hotel,  or  room  therein,  restaurant,  hall,  or 
other  public  place,  at  or  in  which,  in  connection  with  service  or  sale  of  fooa  or  other 
refreshments  or  merchandise,  any  vaudeville  or  other  performance  or  diversion  in 
way  of  acting,  singing,  declamation,  or  dancing,  either  with  or  without  instrumental 
or  other  music,  is  conducted;  every  form  of  entertainment  so  conducted  is  included, 
except  that  fumiehed  by  orchestras  such  as  were  usual  in  hotels  and  restaurants 
before  advent  of  cabarets,  performing  instrumental  music  only,  unaccompanied 
by  any  other  form  of  entertainment;  hotel,  restaurant,  or  hall,  affonung  in 
connection  with  service  of  refreshment,  food,  or  merchandise,  entertamment  in 
form  of  dancing  by  its  patrons,  is  included;  performance  must  be  public  and 
for  profit;  where  there  is  entertainment  in  odo  dining  room  and  not  in  an  entirely 
separate  dining  room  of  same  hotel  or  restaurant,  only  admissions  to  first  room  are 
taxable.    (T.  D.  2681;  Mar.  26,  1918.) 

««Capital  invested." 

The  words  '  'capital  invested, ' '  as  used  in  sections  5  and  12  of  Title  I,  act  of  Sep* 
tember  8, 1916,  is  meant  the  fair  market  value  of  the  properties  as  of  March  1,  1913, 
if  acquired  prior  to  that  date,  or  their  actual  cost  is  acquired  subsequent  to  that 
date,  as  it  relates  to  the  owner  in  fee  of  the  properties  leased.  (T.  D.  2447;  Feb.  8. 
1917.) 

'KiJarbonated  wine.'' 

Distinction  between  carbonated  wine  and  sparkling  wine  is  that  former  is  arti* 
ficially  carbonated  while  latter  is.  carbonatea  by  natural  fermentation.  (T.  D. 
2387;  Oct.  30,  1916.) 
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**Carrier.»» 

The  word  *  *canier,* '  as  used  in  Title  V  of  the  act  of  October  S,  1917,  means  every 
person,  corporation,  partnerahlp,  or  association  who  or  which  for  hire  fumiahes  any 
of  the  transportation  services  or  facilides  described  or  referred  to  in  subdivisioDS 
(a),  (b),  (c),  and  ([d),  of  section  500;  person,  corporation,  etc.,  engaged  in  logging, 
manufacturing,  mining,  or  any  other  budness,  furnishing  any  of  the  services  referred 
to  in  such  subdivisions  for  hire  for  account  of  any  other  person,  corporation,  etc.,  is 
a  carrier  within  the  meaning  of  Title  V.    (T.  D.  2676;  Mar.  18,  1918.) 

"Certificates  of  indebtedness." 

Certificate  of  indebtedness  is  ordinarily  any  instrument  acknowledging  liability 
for  payment  of  money  not  in  recognized  form  of  a  promissory  note  or  billof  exchange. 
(T.D.  2713;  May  14, 1918.) 

"Charged  off." 

The  phrase  ^'charged  off,''  as  used  in  the  second  paragraph  under  section  12  of 
Title  1,  of  act  of  September  8,  1916,  contemplates  that  the  reasonable  allowance 
deducted  from  gross  incomes  oh  account  of  depreciation  or  depletion  shall  be  credited 
to  proper  reserve  accounts  and  carried  as  a  Uaoility  a^;ainst  the  assets,  to  the  end  that 
when  the  total  of  these  credits  equals  the  capital  investment  account  no  further 
deductions  on  these  accounts  will  be  allowed.    (T.  D.  2481 ;  Apr.  10, 1917.) 

"Chemical  laboratory." 

The  term  * 'chemical  laboratory,"  as  used  in  section  3297,  Revised  Statutes,  in- 
cludes any  allied  laboratory,  such  as  physical  or  electrical  laboratory^  belonging  to 
such  institution  or  college  in  which  the  alcohol  withdrawn  from  bond  is  used  purely 
for  scientific  purposes.    '(T.  D.  1971;  Apr.  20, 1914.    T.  D.  2496;  May  31, 1917.) 

"Clearing  house." 

The  terms  * 'clearing  house,"  "clearing-house  cori>oration, "  and  "clearing-house 
association' '  within  Regulations  No.  40,  Fart  1,  relating  to  stamp  taxes  on  sales  and 
transfers  of  shares  of  stock  and  like  securities,  includes  each  and  every  association 
of  individuals,  partnerships,  and  associations,  engaged  in  business  of  clearing, 
settling,  or  adjusting  transactions  in  the  purchase,  sale,  receipt,  or  delivery  of  shares 
of  stocK,  whether  or  not  the  same  be  a  part  or  department  of  an  exchange  or  an  inde- 
pendent body.    (T.  D.  2608;  Nov.  30, 1917.) 

The  term  "clearing  house"  within  Regulations  No.  40,  Part  2,  relating  to  stamp 
taxes  upon  sales  of  produce  or  merchandise  on  exchanges  for  future  delivery,  includes 
every  clearing-house  corporation,  clearing-house  association,  or  incorporated  or 
unincorporated  association  carried  on  for  purpose  of  clearing,  settling,  ana  adjusting 
transactions  in  purchasing,  selling,  recei\ang,  or  delivering  produce  or  merchandise, 
whether  such  clearing  house  be  a  part  or  department  of  an  exchange  or  an  independ- 
ent body.    (T.  D.  2608;  Nov.  30,  1917. 

*<Conimon4aw  partnership." 

Common-law  partnerships  are  not  associationB  within  the  meaning  of  the  income- 
tax  law.    (T.  D.  2690;  art.  63.)* 

"Conimutation  tickets." 

The  term  '  'commutation  or  season  tickets,"  as  used  in  section  500,  subdivision  (c) 
of  the  act  of  October  3,  1917,  includes  all  forms  of  tickets  issued  and  intended  for 
use  for  a  certain  number  of  trips  between  two  given  termini,  whether  limited  or 
unlimited  as  to  the  time  in  which  they  are  to  be  used.    (T.  D.  2676;  Mar.  18, 1918.) 

"Contract  of  sale." 

The  term  '  'contract  of  sale' '  within  Regulations  No.  40,  Part  2,  relating  to  stamp 
taxes  upon  sales  of  products  or  merchandbe  on  excluuiges  for  future  delivery, 
includes  all  sales  or  agreements  of  sale,  or  agreements  to  sell,  including  so-callea 
transfers  or  "scratched  sales. "    (T.  D.  2608;  Nov.  30,  1917.) 

*  'Corporation. ' ' 

The  term  ''corporations,"  as  used  in  T.  D.  2382,  covers  corporations,  joint-stock 
companies  or  associations,  and  insurance  companies.    (T.  D.  2382;  Oct.  19, 1916.) 

"Corporation"  or  "corporations,"  as  used  in  Reflations  Ko.  33,  relating  to  in- 
come tax,  construed  to  include  all  corporations,  j[oint>^rtxx:k  companies  and  asso- 
ciations, and  all  insurance  companies  coming  withm  the  terms  of  the  law,  as  well 
as  all  business  trusts  organized  or  created  to  engage  in  commercial  or  industrial 
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"Corporation''— Continued. 
enterprlMS,  capijtal  of  which  ia  evidenced  by  certificates  or  shares  of  interast  issued 
or  issuable  to  members  on  the  basis  of  which  profits  are  distributed  or  dktributable. 
(T.  D.  2690;  art.  57.) 

The  tei^m  ^'corporation/'  as  used  in  war  excess  profits  tax  regulations,  includes 
joint-stock  companies  or  associations,  no  matter  how  created  or  oiganized,  insurance 
companies,  and  limited  partnerships,  and  unless  otherwise  indicated  by  the  context, 
term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D.  2694:  arts. 
1,2.) 

<<Day  this  act  is  passed." 

The  words  "on  the  day  this  act  is  passed,"  used  in  section  602  of  act  of  October 
3, 1917,  construed,  in  connection  with  section  1302,  to  mean  day  law  becomes  effec- 
tive, that  is,  October  4, 1917.    (T.  D.  2570;  Nov.  6, 1917.) 

"Dealer." 

The  term  ''dealer,''  as  used  in  Article  XXXVII,.of  Regulations  No.  44,  relating 
to  war  excise  taxes,  and  war  tax  on  beverages,  does  not  refer  to  or  include  a  purchaser 
for  his  own  use,  uxiless  such  use  is  the  manufacture  or  production  of  another  article 
intended  for  sale.    (T.  D.  2719;  Art.  XXXVII.) 

"Debenture." 

The  tenn  ''debenture"  ordinarily,  though  not  necessarily,  refers  to  an  unsecured 
bond.    (T.  D.  2713;  May  14, 1918.) 

Instruments  containing  essential  features  of  promissory  note  but  issued  by  corpo- 
rations in  numbers,  under  trust  indenture,  either  in  registered  form  or  with  coupons 
attached,  embodying  provisions  for  acceleration  of  maturity  in  event  of  default  by 
obligor,  for  optional  registration  in  case  of  bearer  bonds,  for  authentication  by  trus- 
tee, and  sometimes  for  redemption  before  maturity,  or  similar  provisions,  are  bonds 
witnin  meaning  of  Schedule  A  of  Title  VIII,  of  act  of  Octoner  3,  1917,  whether 
called  bonds,  debentures,  or  notes.    (T.  D.  2713;  May  14,  1918.) 

''Depredation. ' ' 

''Depreciation,"  as  used  in  sections  5  (a)  and  12  (a)  of  Title  I,  act  of  September 
8,  1916,  comprehends  loss  due  to  exhaustion,  wear  and  tear  of  physical  property 
other  than  natiural  deposits,  and  the  annual  allowance  contemplated  on  this  account 
will  be  ascertained  by  spreading  ratably  the  cost  of  the  property  over  the  probable 
number  of  years  constituting  its  life.    (T.  D.  2446;  Feb.  7, 1917.) 

The  expression  "depreciation  of  property,"  as  used  in  corporation- tax  act  of 
August  5,  1909,  is  usea  in  its  ordinary  and  usual  sense,  as  understood  by  business 
men.    (T.  D.  2436;  Jan.  19,  1917.    Ot.  Dec.) 

"Dividend." 

The  term  "dividend,"  within  the  income-tax  law,  means  any  distribution  made 
or  ordered  to  be  made  by  a  corporation,  joint-stock  company  or  association,  or  in- 
surance company,  out  of  its  earnings  or  profits  accrued  since  March  1,  1913,  and 
payable  to  its  shareholders  whether  in  cash  or  in  stock  of  the  corporation,  joint-stock 
company  or  association,  or  insurance  company.    (T.  D.  2690;  art.  106.) 

The  term  "dividend,"  as  used  in  war  excess  profits  tax  regulations,  has  the  same 
meaning  as  in  section  31  of  the  act  of  September  8, 1916,  as  amended  by  the  act  of 
October  3,  1917,  to  wit,  any  distribution  made  or  ordered  to  be  made  by  a  corpora- 
tion, joint-stock  company,  association,  or  insurance  company,  out  of  its  earnings  or 
profits  acdAied  since  March  1, 1913,  and  pavable  to  its  stockholders,  whether  in  cash 
or  in  stock,  which  stock  dividends  shall  be  considered  income,  to  the  amount  of 
earnings  or  profits  so  distributed;  unless  otherwise  indicated  by  the  context,  term 
will  be  deemed  to  be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1, 9.) 

The  act  of  Septembers,  1916,  and  theactof  Octobers,  1917,  in  excluding  dividends 
declared  out  oi  earnings  or  profits  that  accrued  prior  to  March  1,  1913,  are  not  in- 
tended to  be  declaratory  ot  the  meaning  of  the  term  "dividends"  in  the  act  of 
October  3, 1913.    (T.  D.  2731;  June  11, 1918.    Ot.  Dec.) 

Periodical  refunds  bv  cooperative  organizations,  which  are  sometimes  called 
"dividends,"  are  whouy  dinerent  from  ordinary  dividends  based  on  stock  hold- 
ings, and  need  not  be  listed  as  income  by  recipient;  where  recipient  claims  ri^t  to 
d^uct  as  business  expenses  any  expenditures  on  which  refund  is  baaed,  sum  clumed 
as  deduction  must  oe  reduced  in  proportion  to  refund  received.  (T.  D.  2737; 
June  19, 1918.) 


Digitized  by  VjOOQIC 


WOBDB  AND  PHBASB8.  656 

c<  I>olng  biurineM.*' 

The  definition  of  the  tenn  "doine  bushieBB,"  as  used  in  corporation-tftx  act  of 
AuguBt  5, 1909,  which  has  been  judicially  approved,  ia  that  which  occupiee  the 
time,  attention,  and  labor  of  man  for  the  purpose  of  a  livelihood  or  profit.  C^.  D. 
2436;  Jan.  19,  1917.    Ct.  Dec.) 

The  word  "business/'  as  used  in  act  September  8,  1916,  is  a  very  comprehensive 
term  and  embraces  everything  about  which  a  person  can  be  employed;  fair  test 
as  to  whether  or  not  a  corporation  is  doing  businesB  is  whether  the  corporation  has 
reduced  its  activities  to  the  owning  and  holding  of  property  and  the  distribution  of 
its  avails  and  doing  only  the  acts  necessary  to  continue  that  status,  or  is  still  active 
and  is  maintaining  its  organization  for  purpose  of  continued  efforts  in  pursuit  of 
profit  and  gain  and  such  activities  as  are  essential  to  those  purposes.  (T.  D.  2750, 
art.  4;  Aug.  9,  1918.) 

«<  Domestic." 

The  term  '' domestic, *'  as  used  in  war  excess  profits  tax  regulations,  means  created 
under  the  law  (statutory  or  other)  of  United  States  or  any  State  thereof,  Alasloi, 
Hawaii^  or  the  District  of  Columbia,  and  unless  otherwise  indicated  by  liie  context, 
term  will  be  deemed  to  be  used  only  with  this  scope  or  meaning.  (T.  D.  2694;  arts. 
1,3.) 

<*Bxchang6." 

The  word  ''exchange"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  each  ana  every 
agent  or  agency,  auction  place,  or  other  meeting  place  at  which  stocks  are  publicly 
bought,  sold,  bid  for,  oitered  or  exchanged,  and  includes  all  incorporated  and 
unincorporated  associations,  individuals,  partnerships,  and  corporations,  engaged 
in  business  of  publicly  selling,  buying,  or  exchanging  shares  of  stock  or  interests 
therein.    (T.  D.  2608;  Nov.  30,  1917.) 

The  word  "exchange"  within  Regulations  No.  40,  Part  2,  relating  to  stamp  taxes 
upon  sales  of  products  or  merchandise  on  exchanges  for  future  delivery,  includes 
eadi  and  every  agent  or  agency,  auction  place,  or  other  meeting  place,  at  whicb 
produce  or  other  merchandise  for  future  delivery  is  publicly  bought,  sold,  bid  for, 
offered,  or  exchan^ed^  or  contracts  for  such  future  delivery  are  made,  and  includes 
all  associations  or  mdividuals,  partnerships,  and  corporations  engaged  in  business  of 

?ublicly  selling,  buying,  or  exchanging  products  of  merchandise  for  future  delivery. 
r.  D.  26087Nov.  30,  1917.) 

"Extract." 

An  ''extract"  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  preparation  supposed  to  possess  the  characteristic  property  or  virtue  of  the  origi- 
nal substance  in  concentrated  form,  and  includes  essences,  ilavoriog  extracts,  and 
the  like.    (T.  D.  2719;  Art.  XXIX.) 

A  flavoring  extract  is  a  solution,  in  ethyl  alcohol  of  proper  strength,  of  the  sapid 
and  odorous  principles  derived  from  an  aromatic  plant  or  parts  of  the  plant,  with 
or  without  its  colonng  matter,  and  conforms  in  name  to  the  plant  used  in  its  prepar 
ration.    (T.  D.  2940;  Oct.  29,  1919.) 

Almond  extract  is  the  flavoring  extract  prepared  from  oil  of  bitter  almonds,  free 
from  hydrocyanic  acid  and  contains  not  less  than  1  per  cent  by  volume  of  oil  of 
bitter  almonds.    (Id.) 

Anise  extract  is  the  flavoring  extract  prepared  from  oil  of  anise,  and  contains  not 
less  than  3  per  cent  by  volume  of  oil  of  anise.    (Id.) 

Celery-seed  extract  is  the  flavoring  extract  prepared  from  celery  seed  or  the  oil 
of  celery  seed,  or  both,  and  contains  not  less  than  0.3  of  1  per  cent  by  volume  of  oil 
of  celery  seed.    (Id.) 

Cassia  extract  is  the  flavoring  extract  prepared  from  oil  of  cassia,  and  oontaina 
not  less  than  2  per  cent  by  volume  of  oil  of  cassia.    (Id.) 

Cinnamon  extract  is  the  flavoring  extract  prepared  from  oil  of  cinnamon,  and 
contains  not  less  than  2  per  cent  by  volume  of^oil  of  cinnamon.    (Id.) 

Clove  extract  is  the  flavoring  extract  prepared  from  oil  of  cloves,  and  contains 
not  less  than  2  per  cent  by  volume  of  oil  of  cloves.    (Id.) 

Tiacture  of  Jamaica  ginger  is  held  to  be  a  medicinal  preparation  and  must  be 
made  according  to  the  U.  S,  P.    It  is  held  not  to  be  a  flavoring  extract    (Id.) 
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"Extract"— Continued . 

Lemon  extract  is  the  flavoring  extract  prepared  from  oil  of  lemon  or  from  lemon 
peel,  or  both,  and  containB  not  less  than  5  per  cent  by  volume  of  oil  of  lemon.  Ter- 
peneless  extract  of  lemon  is  the  flavoring  extract  prepared  by  shakine  oil  of  lemon 
with  diluted  alcohol,  or  by  dissolving  terpeneless  oil  of  lemon  in  diluted  alcohol 
and  contains  not  less  than  0.2  of  the  per  cent  by  weight  of  citral  derived  from  oil  of 
lemon.    (Id.) 

Nutmee  extract  is  the  flavoring  extract  i>repared  from  oil  of  nutmeg,  and  con- 
tains not  less  than  2  per  cent  by  volume  of  oil  of  nutm^.    (Id.) 

Orange  extract  is  the  flavoring  extract  prepared  from  oil  of  orange  or  from  orange 
peal,  or  both,  and  contains  not  less  than  5  per  cent  by  volume  of  oil  of  orange.  Ter- 
peneless extract  of  orange  is  the  flavoring  extract  prepared  by  shaking  oil  of  orange 
with  diluted  alcohol,  or  by  dissolving  t^peneless  oil  of  orange  in  diluted  alcohol, 
and  corresponds  in  flavoring  strength  to  orange  extract.    (Id.) 

Peppermint  extract  is  the  flavoring  extract  prepared  from  oil  of  peppermint  or 
from  peppermint,  or  both,  and  contains  not  less  than  3  per  cent  by  volume  of  oil  of 
peppermmt.    (Id.) 

Rose  extract  is  the  flavoring  extract  prepared  from  otto  of  roses  with  or  without 
red  rose  petals,  and  contains  not  less  than  0.4  of  1  per  cent  by  volume  of  otto  of  roses. 
(Id.) 

Savory  extract  is  the  flavoring  prepared  from  oil  of  savory  or  from  savory,  or  both, 
and  contains  not  less  than  0.35  of  1  per  cent  by  volume  of  savory.    (Id.) 

Spearmint  extract  is  the  flavoring  extract  prepared  from  oil  of  spearmint  or  from 
spearmint,  or  both,  and  contains  not  less  thaii  3  per  cent  by  volume  of  oil  of  spear- 
mint.   (Id.) 

Star  anise  extract  is  the  flavoring  extract  prepared  from  oil  of  star  anise,  and 
contains  not  less  than  3  per  cent  by  volume  of  oil  of  star  anise.    (Id.) 

Sweet  basil  extract  is  the  flavoring  extract  prepared  from  the  oil  of  sweet  basil  or 
from  sweet  baeil,  or  both,  and  contains  not  less  than  0.1  of  1  per  cent  by  volume  of 
oil  of  sweet  basil.    (Id.) 

Sweet  marjoram  extract  is  the  flavoring  extract  prepared  from  the  oil  of  marjoram, 
or  both,  and  contains  not  less  than  1  per  cent  by  volume  of  oil  of  marjoram.    (Id.) 

Thyme  extract  is  the  flavoring  extract  prepared  from  oil  of  thyme  or  from  thyme, 
or  both,  and  contains  not  less  than  0. 2  of  1  per  cent  by  volume  of  oil  of  thyme.     ( Id . ) 

Tonka  extract  is  the  flavoring  extract  prepared  from  tonka  bean,  with  or  without 
sugar  or  glycerin,  and  contains  not  less  than  0.1  of  1  per  cent  b;^  weight  of  coumahn 
extracted  from  tne  tonka  bean,  together  with  the  corresponding  proportion  of  the 
other  soluble  matters  thereof.    (Id.) 

Vanilla  extract  is  the  flavoring  extract  prepared  from  vanilla  beans,  with  or 
without  sugar  or  glycerin,  and  contains  in  100  cubic  centimeters  the  soluble  matter 
from  not  less  than  10  grams  of  vanilla  beans.    (Id.) 

Winteigreen  extract  is  the  flavoring  extract  prepared  from  oil  of  wintergreen, 
and  contains  not  less  than  3  per  cent  by  volume  of  oil  of  wintergreen.  Imitation 
winteigreen  extract  or  methyl  salicylate  contains  not  less  than  3  per  cent  by  volume 
of  methyl  salicylate.    (Id.) 

«*Fal8e." 

The  word  *' false,''  as  used  in  the  fifth  subdivision  of  section  38  of  the  act  of  August 
5|  1909,  means  "untrue"  or  "incorrect,"  and  does  not  necessarily  mean  intentionally 
or  fraudulently  false.    (T.  D.  2697;  Apr.  16,  1918.    Ct.  Dec.) 

"Farm." 

The  term  "farm,"  as  used  in  instructions  eoveming  preparation  of  income-tax 
returns  by  farmers,  held  to  embrace  farm  in  tJie  ordinarily  accepted  sense,  and  in- 
cludes plantations,  ranches,  stock  farms,  dairy  farms,  poultry  farms,  truck  farms, 
and  all  land  used  for  similar  purposes.    (T.  D.  2665;  Mar.  8, 1918.) 

"Farmera." 

All  corporations,  partnerships,  or  individuals  who  cultivate,  operate,  or  manage 
farms  for  gain  or  profit,  either  as  owners  or  tenants,  are  farmers  for  the'purDoeeB.of 
instruction  governing  preparation  of  income-tax  returns  by  farmers.  (T.  u.  2665; 
Mar.  8,  1918.) 

Persons  cultivating  or  operating  farm  for  recreation  or  pleasure  on  basis  other  than 
recognized  principles  of  commercial  farming,  result  of  which  is  a  continuous  loss 
from  year  to  year,  is  not  regazded  as  a  farmer.    (T.  D.  2690;  art.  4.) 


Digitized  by  VjOOQIC 


WORDS  AND  PHBASBS.  657 

*<Fidiic!ary.'» 

" Fiduciary"  is  a  ttfm  which  applies  to  all  peTsons  or  corporations  that  occupv 
poNdtions  of  peculiar  confidence  toward  others,  such  as  trustees,  executors,  or  aa- 
ministraton;  fiduciary  for  income-tax  purposes  is  any  person  or  corj^ration  that 
holds  in  trust  an  estate  of  another  person  or  persons;  there  may  he  fiduciary  relation- 
ship between  an  agent  and  a  principal,  but  the  word  '* agent"  does  not  denote  a 
"fiduciary  "  within  meaning  of  mcome  tax  law.     (T.  D.  2690;  art.  29.) 

<'Foods  and  ftuits." 

Foods,  fruits,  food  materials,  or  feeds  prohibited  for  use  in  producing  beyerBg[e 
spirits,  include  all  cereals,  tubers,  fruits,  molasses,  ^pe  cheese,  apple  cheese,  fruit 
parings,  cannery  refuse,  beet-sugar  moladses,  sour  wine,  and  all  other  foods,  feed, 
fruits,  food  materials,  and  the  by-products  thereof.  (T.  D.  2520;  Aug.  30,  1917. 
T.  D.  2623;  Sept.  U,  1917.) 

"Per  trade." 

The  words  "for  trade,"  as  used  in  section  603  of  act  October  3,  1917,  means  for 
business,  particularly  the  business  of  buying  and  selling,  or  for  commerce.  (T. 
D.  2753;  Aug.  23,  1918.) 

"Poreign." 

The  term  "foreign,"  as  used  in  war  excess  profits  tax  regulations,  means  created 
under  the  law  (statutory  or  other^  of  any  posssssion  of  the  United  States  other  than 
AJaska,  Hawaii,  or  the  District  of  (.'olumbia,  or  of  any  foreign  country  or  government 
and  unless  otherwise  indicated  by  the  c*ontext,  term  will  be  deemed  to  be  used  only 
wiUi  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  3.) 

<*  Foreign  corporation." 

The  term  ''foreign  corporation,"  as  used  in  article  35  of  Regulations  Xo.  33.  Re- 
vised, means  one  not  organized  and  existing  under  the  laws  of  the  United  Static  or 
of  any  State  or  Territorv  thereof,  or  of  the  District  of  Columbia,  Porto  Rico,  or  the 
Philippine  Islands,    (f .  D.  2759;  Oct.  2,  1918.) 

"Foreign  item." 

The  term  ''foreign  item,"  as  used  in  article  35  of  Regulations  No.  33,  Revised, 
means  any  dividend  upon  stock  of  foreign  corporation  or  any  item  of  interest  upon 
bonds  of  foreign  countries  or  foreign  corporations,  whether  such  dividend  or  interest 
is  paid  in  the  United  States  or  by  check  drawn  on  a  domestic  bank.  (T.  D.  2759; 
Oct.  2,  1918.) 

"  Qifte.'' 

To  constitute  a  valid  pit  there  must  be  an  absolute  transfer  of  properly  from  donor 
to  donee,  taking  effect  immediatelv,  and  fully  executed  by  delivery  of  property  of 
donor,  and  acceptance  thereof  by  donee;  it  is  essential  that  transactions  should  be 
fully  executed  by  delivery  of  property  to  donee  or  to  some  person  for  him.  (T.  D. 
2529;  Oct.  4, 1917.) 

"Good  wiU." 

Good  will  is  an  intan^ble  asset  whose  value,  separate  and  apart  from  business  with 
which  it  is  connected,  is  not  capable  of  determination;  it  does  not  represent  a  value 
attaching  to  physical  property.     (T.  D.  2690;  art.  8.) 

Good  will  represents  value  attached  to  business  over  and  above  value  of  physical 
property.    (T.  D.  2690;  art.  167.) 

"Gross  income." 

Gross  income,  with  reference  to  income  tax  imposed  upon  corporations,  embraces 
not  only  operating  revenues  but  also  income,  gains,  or  profits  from  all  other  sounes, 
such  as  rentals,  royalties,  interest,  and  dividends  from  stock  owned  in  other  corpora- 
tions; also  profits  made  in  other  corporations;  also  profits  made  from  sale  of  assets, 
investments,  etc.    (T.  D.  2690;  art.  88.) 

''Gross  income,"  as  used  in  Regulations  Xo.  39,  relating  to  munition  manufac- 
turer's tax,  means  gross  receipts  from  sale  or  disposition  of  munitions  or  parts  thereof 
enumerated  in  section  301,  Title  III,  act  of  September  8,  1916.  ^T.  D.  2384; 
art.  10.) 
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"  Head  of  family." 

Head  of  a  family  is  person  who  actually  sapports  and  msintaini  one  or  more  indi- 
viduals who  are  cloeely  connected  with  nim  by  blood  relationship,  relationship  by 
marriage,  or  by  adoption,  and  whose  right  to  exercise  family  control  and  provide  for 
these  dependent  individuals  is  based  upon  some  moral  or  legal  obligation.  (T.  D. 
2690;  art.  14.) 

*<Held  out  or  recommended.'* 

"Held  out  or  recommended,"  as  used  in  section  600  (h)  of  the  act  of  October  3, 
1917,  includes  representation  by  any  means,  personal  canvass^  and  statements  on  the 
labels,  in  pamphlets,  or  advertisements,  or  otherwise;  a  holdmg  out  or  recommenda- 
tion intended  for  ph3r8ician8  only  is  a  holding  out  to  the  public.  (T.  D.  2719;  Art. 
XXI.) 

^'Immediate  or  prompt  delivery." 

The  term  "inmiediate  or  prompt  delivery,"  as  used  in  Regulation  No.  40.  Part  2, 
providing  that  no  tax  is  imposed  on  cash  sales  of  products  or  merchandise  for  imme- 
diate or  prompt  delivery,  which,  in  good  faith,  are  actually  intended  to  be  delivered, 
means  delivery  at  once  or  as  soon  as  practicable,  and  In  'any  event  within  20  days 
of  the  date  of  sale  or  agreement.    (T.  D.  2608;  Nov.  30,  1917.) 

"  Importer." 

An  "importer,"  within  Regulations  No.  44,  relating  to  war  excise  taxes,  is  a  person 
who  causes  an  article  to  be  brought  into  the  United  Stat^  from  a  foreign  country; 
a  retailer  may  be  also  an  importer.    (T.  D.  2719;  Art.  II.) 

^'Income." 

"Income"  means  what  has  come  in  or  receipts.     (T.  D.  2451 ;  Feb.  20,  1917.    Ct. 
Dec.) 

The  word  "income,"  as  used  in  the  corporation  excise  tax  act  of  1909,  imports 
something  entirely  distinct  from  principal  or  capital,  either  as  a  subject  of  taxation  or 
as  a  measure  of  tne  tax,  conveying  rather  the  idea  of  gain  or  increase  arimng  from 
current  activities.    (T.  D.  2723;  ^e  4,  1918.    Ct.  Dec.) 

"Intangible  property." 

The  term  "other  intangible  property,"  as  used  in  section  207  of  the  act  of  October 
3, 1917,  means  property  of  character  similar  to  good  will,  trade-marks,  and  the  other 
specific  kinds  of  property  enumerated  in  the  same  clause;  stocks,  bonds,  bills,  and 
accounts  receivable,  notes  and  other  evidences  of  indebtedness  construed  to  be 
"tangible  property"  within  meaning  of  such  section.  (T.  D.  2610;  Dec.  20,  1917. 
T.  D.  2694;  art.  47.) 

"Invested  capital." 

The  term  "invested  capital,"  as  used  in  excess  profits  tax  law,  means  the  invested 
capital  of  the  present  owner.    (T.  D.  2694;  art.  42.) 

The  term  "invested  capital,"  when  used  with  reference  to  a  foreign  corporation  or 
partnership  or  a  nonresident  alien  individual,  means  that  proportion  of  the  entire 
mvested  capital  as  defined  and  limited  by  Regulations  No.  4,  which  the  net  income 
from  sources  within  the  United  States  is  of  the  entire  net  income.  (T.  D.  2694; 
art.  48.) 

The  term  "invested  capital,"  as  used  in  i'ection  209  of  the  act  of  October  3,  1917, 
includes  all  working  capital  consisting  of  money  or  property  employed  in  the  busi- 
ness or  for  its  benefit,  and  furnished  or  paid  in  by  one  or  more  of  the  partners.  (T .  D. 
3080;  Oct.  19,  1920.    a.  Dec.) 

«« Jewelry." 

Jewelry  includes  ornaments  made  of  gold,  silver,  or  platinum,  or  any  imitation 
thereof,  and  the  precious  or  semiprecious  stones,  or  imitations  thereof,  used  for  per- 
sonal adornment;  an  article  may  be  jewel^  although  serving  a  useful  as  well  as 
ornamental  purpose.    (T.  D.  2719;  Art.  XIII.) 

**  Joint-stock  companies  or  easooiations." 

Term  'joint-stock  company  or  association  "  as  used  in  Regulations  No.  33,  relating 
to  income  tax,  includes  associations,  coinraon-law  trusts,  or  organizations,  by  what- 
ever name  known  which  carry  on  or  do  business  in  an  oiganised  capacity,  net  in- 
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"JoiniHitoek  oompaxiies  or  aflsooiations" — Continued, 
come  of  which,  if  any,  is  distribttted  or  distributable  among  membera  or  sharehoidera 
on  basis  of  capital  stock  which  each  holds,  or,  where  there  is  no  capital  stock,  on 
basis  of  piopoitionate,  share  or  capital  which  each  has,  or  haa  invested,  in  business 
or  property  of  oiganissation.    (T.  D.  2690;  art.  bS. ) 

''Last  due  date." 

'*Last  due  date,''  as  used  in  Regulations  No.  33,  mean  last  day  upon  which  a 
letium  is  required  to  be  filed  in  accordance  with  provisions  of  the  law,  or  last  day 
of  period  covezed  by  an  extension  of  time  gmnted  by  the  collector  or  Commissioner 
of  Intemal  Revenue.    (T.  D.  2690;  art.  218.) 

"Lecture  lyoeums. " 

The  tenn  'lecture  lyceums, "  as  used  in  clause  8,  of  section  3,  of  the  act  of  Octo- 
ber 22,  1914,  defines  no  well-known  method  of  public  entertainment  save  as  the 
meaning  may  be  gathered  from  the  aggregation  of  the  two  words;  there  is  no  system 
of  entertainments  known  as  lei'tun*  lyceume;  it  does  not  include  mere  independent 
show  units  engaged  for  the  occasion,  whether  shown  alone  or  as  an  antidote  for 
somnolence.    (T.  D.  2684;  Mar.  28,  1918.    Ot.  Dec.) 

"limited  partnership. '' 

Limited  partnership  la  partnership  having  one  or  more  special  partners  who  may 
share  in  profits  of  firm  but  whose  liability  for  debts  of  compauv  is  limited  to  amoimt 
of  capital  invested  by  such  special  partner  or  partners,    (r.  D.  2690;  art.  62.) 

Limited  partnerships  of  the  Pennsylvania  type,  which  offer  opportunity  for  lim- 
iting liabihty  of  all  the  members,  provide  for  tiansferability  of  partnership  shares, 
and  capable  of  hoidiug  real  estate  and  bringing  suit  in  common  name,  are  corpora- 
tions or  joint-stock  companies;  limited  partnerships  of  New  York  type,  which  can 
not  limit  liability  of  general  partners,  although  special  partners  enjoy  limited  lia* 
bilitv  so  long  as  they  observe  statutory  conditions,  and  which  are  dissolved  by 
death  or  attempted  transfer  of  interest  of  general  partner,  and  which  can  not  take 
real  estate  or  sue  in  partnership  name,  are  partnerships;  in  doubtful  cases  limited 
partnerships  will  be  treated  as  corporations  unless  they  submit  satisfactory  proof 
that  they  are  not  in  effect  so  oiganized.     (T.  D.  2711;  Ma>  9,  1918.) 

"Lodges." 

A  society  or  association  ''operating  under  the  lodge  s^'stem"  is  one  oiganized 
under  a  charter  or  dispensation  with  properly  appointed  or  elected  ofiicen,  with 
an  adopted  ritual  or  ceremonial,  holding  meetings  at  stated  intervals.  (T.  D. 
2690;  arts.  77,  239.) 

"Xanufaoturer.  '* 

A  ''manufacturer"  within  Reflations  No.  44,  relating  to  war  excise  taxes,  is  a 
person  who  prepares  an  article  in  final  marketable  form  and  sells  or  markets  it;  if 
ffoods  partly  manu^tured  by  one  person  are  further  manufactured  by  another 
Defore  oeing  marketed  to  consiuners  for  use,  latter  is  manufacturer  for  purpose  of 
tax;  a  retailer  may  be  also  a  manufacturer.    (T.  D.  2719;  Art.  11.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3,  1917,  a  manufac- 
turer or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells 
it,  and  who  identifies  the  article  oy  a  commercial  name,  trade-mark,  or  trade 
name,  or  by  other  means,  or  holds  out  or  recommends  the  article  as  a  proprietary 
medicine  or  a  medicinal  proprietary  article  or  preparation,  or  as  a  remedy  or  spe- 
cific.    (T.  D.  2719;  Art.  XXI.) 

"Medicinal  preparation. " 

A  medicinal  preparation  is  a  preparation  of  any  substance  whatever  intended 
to  be  applied  for  the  curt*  or  mitigation  of  pain  or  disease.     (T.  D.  2719;  Art.  XXII.) 

"Money  or  other  property  borrowed." 

The  tarm  "money  or  other  property  borrowed,"  as  used  in  section  207  of  the 
act  of  October  3,  1917^  and  Regulations  No.  41,  includes  not  only  cash  or  other 
borrowed  property  which  can  be  identified  as  such,  but  current  liabilities  and 
temporary  inaebtedness  of  all  kinds,  and  any  permanent  indebtedness  upon  which 
taxpayer  is  entitled  to  an  interest  deduction  in  computing  net  income.  (T.  D. 
'"'"''    art.  44.) 
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"Motorcycle.  •• 

A  mototcyde  \b  a  mcytor-driveB  bicycle.    (T.  D.  2719;  Art.  VITT.) 

"Net  income." 

Net  income  la  difference  between  groaR  income  and  the  man  of  allowable  dediic- 
tionB.    (T.  D.  2690;  art.  6.) 

"Nominal  capitaL" 

The  term  ''nominal  capital/'  as  used  in  seetum  209  of  the  artei  Octobv  3, 1917, 
means  in  geoeral  a  amall  or  n«[ligible  capital  wliose  ubo  in  a  pariLeular  tmde  or 
busincBB  is  incidental ;  certain  businesBes  not  construed  as  having  nominal  capital 
for  purpoeee  of  excess-profita  tax,  named.    (T.  D.  2694;  art.  74.) 

"Nonresideiit  alien  corporation." 

The  temi  "nonresident  alien  corporation,  '^  as  used  in  T.  D.  28d2,  covers  all  cer- 
poiatioDS.  jointrstock  companies  or  associations,  and  insurance  companies  ovgan- 
ized,  autnorizedL  or  existing  under  the  laws  of  a  foreign  country,  and  having  no 
office  or  place  of  business  in  the  United  States.    (T.  D.  2382;  Oct.  19,  1916.) 

"OU." 

The  word  "oil,"  as  used  in  subdivision  (d)  of  section  500  ol  the  act  of  October 
3,  1917,  means  crude  petroleum  and  such  of  its  products  as  may  be  transported  by 
pipe  line.    (T.  D.  2m(S;  Mar.  18, 1918.) 

"Organization  expenses. " 

"Oisaniaation  expenses"  constitute  a  capital  investment,  siirh  expenses  being 
ofbet  By  the  asset  value  of  the  corporate  fmnchise,  an  intan.t^ible  asset  of  a  eome- 
what  peonanent  chanu^ter,  and  in  many  instances,  of  mibstantial  value.  (T.  D. 
2499;  June  11, 1917.) 

<«Organiaed  for  profit. '» 

A  corporation  is  organized  for  pvofit,  within  act  September  8,  1916,  if  its  stock- 
holdeiB  or  memben  may  beni^iit  pecuniarily  from  its  opt'rations.  (T.  D.  2750; 
art.  2;  Aug.  9, 1918.) 

"Other  similar  places. " 

** Other  similar  places,"  as  used  in  section  313  (a)  of  the  act  of  October  3,  1917, 
indudes  all  places  where  soft  diinks  are  sold.    (T.  D.  2719;  Art.  XXIX.) 

''Outdoor  general  amuaement  parks. " 

The  term  '^outdoor  general  amusement  parks,"  as  used  in  section  700  of  the  act 
of  October  3,  1917,  applies  only  to  such  permanent  outdoor  parks  as  include  a  con- 
siderable variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  riM>ws,  and  not  to  carnivals  or  entertainment  enter- 
prises with  temporary  inclosures  or  on  vacant  lots;  outdoor  amusement  parks 
include  similar  enterprises  conducted  on  piors,  but  not  motion  picture  or  other 
theaters  known  as  '^aWromes."    (T.  D.  2681;  Mar.  26,  1918.) 

'^Outstanding  stock. " 

Capital  stock  that  has  once  be«i  isstied  by  a  corporation  is  regarded  as  being 
''outstanding, "  even  though  it  is  afterwards  aconired  by  the  company  for  \Tdue» 
snd  carried  on  the  books  as  treasury  stock.    (T.  D.  2417;  Dec.  16, 1916.) 

"Paid." 

*'Paid"  or  "actually  paid"  within  meaning  of  Title  I,  of  the  act  of  September 
8, 1916,  as  amended  by  the  act  of  October  3,  1917,  does  not  necessarily  contemplate 
tnat  there  shall  be  an  actual  disbursement  in  cash  or  its  equivalent;  if  amount 
involved  lepreeents  actual  expense  or  element  of  cost  in  production  of  income  of 
year^  it  will  be  properly  deductible  even  though  not  actually  disbursed  in  cash, 
provided  it  is  so  entered  upon  books  of  (>ompany  as  to  constitute  a  liability 
against  its  assets,  and  provided  further  that  income  is  returned  upon  an  accrued 
basis.    (T.  D.  2690;  art.  126.) 

<9aid-iip  capital  stock.  ^ 

Definition  of  "paid-up  capital  stock''  by  a  local  State  statute  is  not  controlling 
on  a  Federal  court  an  stming  the  coiporation  ocifp  tax  act  of  1909,  which  ia 
applicable  to  all  States.     (T.  1).  3004;  Apr.  21,  1920.    Ct.  Dea) 
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The  word  "penon**  within  Regulationfl  No.  40,  Part  1,  relating  to  stamp  taxee  on 
sales  and  tnuisfen  of  ^ares  of  stock  and  like  securities,  includes  the  plural  as  well 
as  the  singular,  and  shall  be  taken  to  refer  to  individuals,  partnerahios,  associations, 
and  corporations,  except  where  it  is  plain  from  the  context  that  dinerent  meaning 
iB  intended.     (T.  D.  2608;  Nov.  30,  1917.) 

The  word  ''person"  within  Regulations  No.  40,  Part  2,  relating  to  stamp  taxes 
upon  sales  of  products  or  merchandise  on  exchanges  for  future  delivery,  includes 
the  plural  as  well  as  the  singular,  and  refers  to  individuals,  partnerships,  associa- 
tions, and  corporations,  except  where  it  is  plain  from  the  context  that  different 
meaning  is  intended.    (T.  D.  2608;  Nov.  30.  1917.) 

Term  ''person,"  when  used  in  Regulations  No.  38,  includes  such  partnerships, 
corporations,  or  associations  as  are  en^^aged  in  manufacture  in  the  United  States 
ana  in  the  sale  or  disposition  of  articles  enumerated  in  section  301  of  Title  III  of 
the  act  of  September  8,  1916,  or  parts  thereof.    (T.  D.  2384;  art.  1.) 

**Pl«oe." 

The  word  "place"  as  used  in  section  700  of  the  act  of  October  3, 1917,  is  not  de- 
fined in  the  section,  but  the  context  indicates  that  in  general  only  admissions  to 
E laces  of  amusement  and  entertainment  were  intended  to  be  taxable.    (T.  D.  2681; 
[ar.  26,  1918.) 

"PoUtical  Bubdiviaion." 

Term  "^litical  subdivision,"  as  used  in  article  83  of  Regulations  No.  33,  relating 
to  exemption  of  incomes  from  interest  upon  obligations,  denotes  every  division  of 
the  State  made  by  proper  authorities  thereof  acting  within  their  constitutional 
powers  for  purpose  or  carrying  out  portions  of  those  functions  of  State  which  by 
long  usage  and  inherent  ne<!e8sities  of  government  have  always  been  regarded  as 
pubtic;  me  term  includes  special  assessment  districts  so  created,  such  as  road, 
water,  sewer,  gas,  light,  reclamation,  draina^,  irrigation,  levee,  school,  harbor, 
port  improvement,  and  similar  districts  and  divisions  of  State.  (T.  D.  2715;  May 
20, 1918.) 

"Prepared  sirup.'* 

A  "prepared  sirup,"  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 
1917,  IS  a  simple  sirup  with  flavoring  and  perhaps  other  materials.  (T.  D.  2719; 
Art.  XXIX.) 

' '  Prewar  period/  * 

The  term  "prewar  period."  as  used  in  war  excess-profits  tax  r^ilations,  means 
the  calendar  years  1911,  1912,  and  1913,  or  if  a  corporation  or  partnership  was  not 
in  existence  or  an  individual  was  not  engi^ed  in  the  trade  or  business  during  the 
whole  of  such  three  years,  then  as  many  of  such  years  during  the  whole  of  which 
the  corporation  or  partnership  was  in  existence  or  the  individual  was  engaged  in 
the  trade  or  business,  and  unless  otherwise  indicated  bv  the  context,  term  \n\\  be 
deemed  to  be  used  only  with  this  scope  or  meaning.    (T.  D.  2694;  arts.  1,  6.) 

"Private  home." 

The  words  "private  home,"  as  used  in  act  of  September  8^  1916,  were  intended  to 
be  taken  in  their  common  and  ordinary  meaning  as  describing  individual  or  family 
residences;  it  has  accordingly  been  held  that  occupation  tax  is  applicable  to  pool 
or  billiard  tables  and  bowling  alleys  in  clubs,  fraternity  houses,  loage  halls,  chari- 
table institutions,  Y.  M.  C.  A.  buildings,  hotels,  boiurding  houses,  etc.  (T.  D. 
2462;  Feb.  16,  1917.) 

"Producer." 

The  term  "producer,"  as  used  in  Relations  No.  44,  relating  to  war  excise  taxes, 
is  a  broader  term  than  'manufacturer,  '  which  is  defined  as  a  person  who  prepares 
an  article  in  final  marketable  form  and  sells  or  markets  it;  a  retailer  may  be  als*>  a 
producer.     (T.  D.  2719;  Art.  II.) 

Within  the  meaning  of  section  600  (h)  of  the  act  of  October  3, 1917,  a  manufacturer 
or  producer  is  a  person  who  prepares  an  article  or  has  it  prepared  and  sells  it  and 
who  identifies  the  article  by  a  commercial  name,  trade-mark,  or  trade  name,  or  by 
other  means,  or  holds  out  of  recommends  the  article  as  a  proprietary  medicine  or  a 
medicinal  proprietary  article  or  preparation,  or  us  a  remedy  or  specific.  (T.  D. 
2719;  Art  XXl.) 
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•fProjectilea." 

''Projectilea,"  as  used  in  Title  TIT  of  the  act  of  September  8,  1916,  incfnde  any 
and  all  missiles  to  be  projected  from  a  &:un,  cannon,  mortar  or  other  firearm,  an^ 
will  include  bullets,  balls,  shot,  or  missiles.    (T.  D.  2384;  art.  2.) 

**  Promissory  no  te . " 

Instruments  containing  essential  features  of  pronusBory  note  but  isBued  by  corpo- 
rations in  numbers,  under  trust  indenture,  either  in  registered  fonn  or  with  coupons 
attached,  embodying  provisions  for  acceleration  of  maturity  in  event  of  deiautt  by 
obligor,  for  optLonai  r^istration  in  case  of  bearer  bonds,  for  authentication  by 
trustee,  and  sometimes  for  redemption  before  maturity,  or  similar  provisions,  are 
bonds  within  meaning  of  Schedule  A  of  Title  VIII  of  act  of  October  3, 19I7»  whether 
called  bonds,  debentures,  or  notes.    (T.  D.  2713;  May  14, 1918.) 

*'Bailxoad  syBtem." 
t    The  term  "railroad  system,"  as  used  in  subdivision  (b)  of  section  501  of  the  act 

''  of  October  3,  1917,  means  two  or  more  railroads  and  such  other  carriers  as  may  be 
operated  in  conjunction  therewith,  all  such  raihoads  and  other  carriers  being  under 
one  general  operating  management,  and  even  though  each  such  railroad  or  other 
carrier  maintains  its  corporate  identity.    (T.  D.  2676;  Mar.  18, 1918.) 

<<Baw  materials." 

As  used  in  section  302  of  the  act  of  September  8,  1916,  raw  materials  are  crude  or 
elemental  products  or  substances  necessary  to  the  manufacture  of  any  parts  of  the 
articles  enumerated  in  paragraphs  (b)  to  (e),  inclusive,  of  section  301,  and  which, 
without  any  application  of  skill  or  science,  can  not  become  component  parts  or 
elements  in  the  finished  article  or  unit;  as  applied  to  manufacture  of  completed 
munitions,  raw  materials  include  not  only  such  crude  products  and  element^  sub- 
stances, but  all  essential  finished  or  unfinished  parts  as  well;  cost  of  raw  materials 
authorized  as  deduction  will  not  include  any  expenditures  made  for  raw  materials 
used  in  manufacture  of  articles  other  than  munitions,  or  parts  thereof,  where  manu- 
facture of  such  munitions  or  parts  is  carried  on  in  connection  with  any  other  busi- 
ness.   (T.  D.  2384;  art.  15.) 

"Beasonable  cause." 

The  words  ''reasonable  cause,"  as  used  in  section  3176,  Revised  Statutes,  as 
amended  by  the  act  of  September  8,  1916,  providing  that  if  after  delinquency  has 
ensued  and  before  receiving  notice  fiom  collector  of  such  delinquency  and  request 
for  return,  delinquent  shall  have  filed  his  return,  accompanied  with  showing  that 
failure  to  file  in  time  was  due  to  reasonable  cause,  no  such  addition  shall  be  made  to 
the  tax,  is  held  to  be  such  a  condition  of  fact  as  had  the  taxpayer  in  default  exer- 
cised ordinary  business  care  and  prudence  it  would  have  been  impracticable  or 
impossible  for  him  to  have  filed  return  on  prescribed  time.    (T.  D.  2690;  art.  54.) 

"Beceipt," 

Actual  receipt  is  reduction  to  possession;  constructive  receipt  is  where  income 
is  credited  to  or  made  available  to  recipients,  and  is  to  be  reported  as  income.  '  (T.  D . 
'  2690;  art.  4.) 

"Regular  established  line.'* 

"Regular  established  line,"  as  used  in  act  of  October  3,  1917,  construed  to  mean 
a  regularity  of  operation  of  transportation  facilities  by  motor  power  between  definite 
points;  casual  or  intermittent  transportation  of  passengers  by  automobile  between 
two  points  would  not  constitute  a  regular  establisned  line;  automobile  that  is  merely 
for  hire  and  which  takes  passenger  to  any  point  he  directs  does  not  constitute  regular 
established  line.    (T.  D.  2795;  Feb.  26,  1919.) 

''Reserve  funds." 

The  words  "reserve  funds,"  as  used  in  act  of  August  5,  1909,  have  reference  to 
the  funds  ordinarily  held  as  against  the  contingent  liabiHty  on  outstanding  policiee. 
(T.  D.  2501;  June  18, 1917.    Ct.  Dec.) 

^'Besident  alien  corporation." 

The  term  "resident  alien  corporations,"  as  used  in  T.  D.  2382«  covers  such  l(»eigii 
organizations  as  have  an  office  or  place  of  business  in  the  United  States.  (T.  D. 
2382;  Oct.  19,  1916.) 
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"Betailer." 

A  "retailer"  who  is  not  also  a  wholesaler  is  one  who  sells  only  to  personal  cub- 
tomers  and  does  not  solicit  or  seek  to  make  sales  to  other  dealers  for  resale.  (T.  D. 
2673;  Nov.  1,  1917.) 

'Sales." 

The  word  "sales,"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes  on 
Jee  and  transfers  of  shares  of  stock  and  tike  securities,  includes  all  sales,  agree- 
ments to  sell,  memoranda  of  sales,  and  all  deliveries  or  transfers  of  legal  title,  except 
as  otherwise  specificall^r  provided  in  such  regulations.     (T.  D.  2608;  Nov.  30, 1917.) 

The  word  ^'sale,"  witnin  Regulations  ^o.  40,  Part  2,  relating  to  stamp  taxes 
upon  sales  of  pioducts  or  merchandise  on  exchanges  for  future  deHvery,  includes 
$u.  sales  or  agreements  of  sale,  or  i^reements  to  sell,  including  so-called  transfers  or 
"scratched  sales."    (T.  D.  2608;  Nov.  30,  1917.) 

"Season  tickets." 

The  term  "commutation  or  season  tickets,"  as  used  in  section  500,  subdivision  (c), 
of  the  act  of  October  3,  1917,  includes  all  forms  of  tickets  issued  and  intended  for 
use  for  a  certain  number  of  trips  between  two  given  termini,  whether  limited  or 
unlimited  as  to  the  time  in  which  they  are  to  be  used.    (T.  D.  2676;  Mar.  18, 1918.) 

«ShaU  not  include." 

Congress  used  the  words  "shall  not  include"  (Sec.  II  G  (b),  act  Oct.  3,  1913), 
as  applied  to  the  annually  ascertained  overpa>'ments  of  premium  paid  back  or 
credited  to  the  policyholder,  because  it  eliminated  them  from  the  aggregate  of 
taxable  premiums  as  being  the  equivalent  of  abatement  of  prendums.  (T.  D. 
3046;  July  19,  1920.    Ct.  Dec.) 

''  Shares  of  stock." 

The  term  "share  or  shares  of  stock,"  within  Regulations  No.  40,  Part  1,  relating 
to  stamp  taxes  on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes 
shares  and  certificates  for  shares  of  stock  representing  interests  in  corporations  and 
in  incorporated  and  unincorporated  associations,  as  well  as  voting  trust  certificates 
for  shares  and  certificates  for  shares  or  interests  in  shares  "if,  as,  and  when  issued" 
and  for  "rights"  therein.    (T.  D.  2608;  Nov.  30,  1917.) 

''Shells." 

The  term  "shells,"  as  used  in  Title  III  of  the  act  of  September  8,  1916,  compre- 
hends any  receptacle  used  to  inclose  an  explosive  charge,  or  the  receptacle  and 
charge  combined.    (T.  D.  2384;  art.  2.) 

"Sirup." 

A  "simple  sirup "  which  is  not  taxable  under  section  313  (a)  of  the  act  of  October 
3, 1917,  is  a  preparation  of  sugar  and  water  or  rock  candy  and  water.  (T.  D.  2719; 
Art.  XaIX.) 

A  "prepared  sirup  "  within  the  meaning  of  section  813  (a)  of  the  act  of  October  3, 
1917,  IS  a  simple  surup  with  flavoring  and  perhaps  other  materials.  (T.  D.  2719; 
Art.  XXIX.) 

"Social  club.»» 

Any  organization  which  maintains  quarters  or  arranges  periodical  dinners  or  meet- 
ings for  purpose  of  affording  its  members  opportunity  of  congregating  for  social  inter- 
course, IS  a  social  club  within  the  meaning  of  section  701  of  the  act  of  October  3, 1917, 
unless  its  social  features  are  subordinated  and  merely  incidental  to  the  furtherance 
of  business  or  other  special  interests;  Commissioner  of  Internal  Revenue  ehaU  deter- 
mine whether  club  or  organization  comes  within  words  'social,  athletic,  or  spong- 
ing," upon  being  furnished  charter  or  constitution  and  by-laws  of  organization, 
statement  as  to  its  actual  activities  and  practices,  and  such  other  information  as  he 
may  deem  pertinent.    (T.  D.  2681;  Mar.  26, 1918.) 

«*Soft  drink." 

A  '  'soft  drink  "  within  the  meaning  of  section  313  (a)  of  the  act  of  October  3, 1917, 
is  a  nonintoxicating  beverage  containing  less  than  one-half  per  cent  of  alcohol. 
(T.  D.  2719;  Art.  XXIX.) 
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"Sold,w 

An  article  ia  sold,  within  Re^lationB  No.  44,  relating  to  war  excise  taxes,  when 
title  to  it  passes  from  the  seller  to  the  buyer  pursuant  to  a  previous  contract  of  sale 
or  upon  a  sale  without  previous  contract.    (T.  D.  2719;  Art.  IV.) 

''Sold  or  leased." 

The  words  ' 'sold  or  leased/'  as  used  in  settion  600  of  act  of  October  3»  1917,  mean 
when  first  sold  or  leased,  and  pajrmeut  of  tax  upon  films  sold  or  leased  by  the  manu- 
facturer, producer,  or  importer,  is  required  but  once.    (T.  D.  2568;  Oct.  30,  1917.) 

''Sparkling  wine." 

Distinction  between  carbonated  wine  and  sparkling  wine  is  that  former  is  artifi- 
cially carbonated,  while  latter  is  carbonated  by  natuial  fermentation.  (T.  D.  2887; 
Oct.  30,  1916.) 

"State." 

The  word  '"State,"  as  used  in  section  d02  of  the  act  of  October  3. 1917,  includee 
political  subdivisions  thereof,  such  as  counties,  cities,  towns  and  other  municipali- 
ties.    (T.  D.  2676;  Mar.  18,  1918.) 

"Stock  dividend." 

A  dividend  declared  and  paid  by  one  corporation  in  the  stock  of  another  is  not  a 
''stock  dividend  "  within  the  accepted  meaning  of  that  term.  (T.  D.  2782;  June 
11,  1918,  Ct.  Dec.) 

"Submarine  or  eubmexsible  vessels." 

Submarine  or  submersible  vessels,  within  the  meaning  of  Title  III  of  the  act  of 
September  8,  1916,  include  all  craft,  no  matter  how  propelled,  manufactured  for 
purpose  of  being  at  will  submerged  beneath  surface  of  water.    (T.  D.  2384;  art.  2.) 

"Taxable  person." 

Term  "taxable  person,"  when  used  in  Regulations  No.  39,  includes  such  partner- 
ships, cor[)orationB,  or  associations  as  receive  any  profit  from  tne  manu&K!ture  and 
sale  of  articles  enumerated  in  section  301  of  Title  III  of  the  act  of  September  8, 
1916.    (T.  D.  2384;  art.  1.) 

"Taxable  year." 

The  term  "taxable  year/'  as  used  in  war  excess-profits  tax  regulations,  means  the 
twelve  months  ending  December  31  of  each  year,  except  in  case  of  coiporation  or 
partnership  which  has  fixed  its  own  fiscal  year,  in  which  case  it  means  such  fiscal 
year,  and  unless  otherwise  indicated  by  the  context,  term  will  be  deemed  to  be 
used  only  with  this  scope  or  meaning;  first  taxable  year  is  year  ending  December 
31,  1917,  except  that  in  case  of  corporation  or  partner^ip  which  has  Sued  its  own 
fiscal  year,  first  taxable  year  is  fiscal  year  ending  during  calendar  year  1917.  (T.  D. 
2694;  arts.  1,  5.) 

"Territory." 

The  word  *  'Territory,"  as  used  in  section  502  of  the  act  of  October  3, 1917,  includes 
pohtical  subdi\'isions  thereof,  such  as  counties,  cities,  towns  and  oUier  municipali- 
ties.    (T.  D.  2676;  Mar.  18,  1918.) 

'^Torpedoes." 

The  term  "torj)edoes,''  as  used  in  Title  111  of  the  act  of  September  8, 1916,  com- 
prehends any  receptacle  to  inclose  an  explosive  charge,  or  the  receptacle  and  charge 
combined.   *(T.  D.  2384:  art.  2.) 

"Trade." 

In  rase  of  corporation  or  partnerrthip  all  income  from  whatever  source  derived  is 
deemed  to  be  from  its  trade  or  business,  and  the  terms  "  trade,"  "business,''  and 
''trade  or  business,"  as  used  in  war  excess-profit«  tax  regulations,  include  all  sources 
of  income,  and  unless  otherwise  in(li<'ate(l  by  the  context,  the  terms  will  be  deemed 
to  l)(.'  used  only  with  this  scope  or  raeanine.     (T.  I).  2694;  arts.  1,7.) 

In  ciise  of  an  individual,  the  terms  'trade,"  "business."  and  "trade  or  business." 
as  used  in  war  excess-profits  tax  regulations,  comprehend  all  his  activities  for  gain. 
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"Trade" — Continued . 
profit,  or  livelihood  entered  into  with  siiffident  fre^ency  or  occnpyiog  snch  por- 
tUm  of  his  time  or  attention  m  to  constitute  a  vocation,  including  occupations  and 
profeesions'  when  such  activities  constitute  a  vocation  they  shall  Be  construed  to  be 
a  trade  or  DUSLness  whether  continuously  carried  on  during  taxable  year  or  not; 
unless  otherwise  indicated  by  the  context,  terms  will  be  deemed  to  be  used  only 
with  thia  ecope  or  meaning.    (T.  D.  2694;  arts.  1,  8.) 

The  word  "transfers"  within  Regulations  No.  40,  Part  1,  relating  to  stamp  taxes 
on  sales  and  transfers  of  shares  of  stock  and  like  securities,  includes  all  sales,  agree- 
ments to  sell,  memoranda  of  sales,  and  all  deliveries  or  transfers  of  legal  title,  except 
as  otherwise  specifically  provided  in  such  r^ulations.    (T.  D .  2608;  Nov.  30, 1917. ) 

''Transportatioii. " 

The  word  "tranaportation,"  as  used  in  Title  V  of  the  act  of  October  3, 1917,  means 
the  movement  of  persons  and  property  by  a  carrier,  including  all  services  and  &cili- 
ties  rendered,  furnished,  or  uaed  in  connection  ^ith  such  movement  by  or  on  b^alf 
of  a  carrier;  it  includes  receipt,  delivery,  elevation,  transfer  in  transit,  ventilation, 
reMgeration,  icing,  storage,  trimming  of  cargo  in  vessels,  wharfage,  handling  of 
propertv  transportod,  feeding  and  watering  live  stock,  and  all  other  incidental  serv- 
ices ana  facilities,  but  does  not  include  cartage  or  passengers'  meals  or  hotel  accom- 
modatioas.    (T.  D.  2676;  Mar.  18, 1918.) 

'^Treasury  stock." 

Where  treasury  stock,  defined  to  mean  stock  which  had  been  pre\dou sly  issued  by 
corporation,  and  which  had  been  repossessed  by  it  throu^  purchase  or  otherwise, 
ana  then  carried  on  its  books  as  an  asset,  is  resold  at  a  price  in  excess  of  its  cost  upon 
reposseesion,  such  excess  shall  be  returned  as  income  for  year  in  which  resold;  unis- 
sued stock  retained  by  corporation  for  future  sale  will  not  be  considered  treasuj^ 
stock,  and  when  sold  no  part  of  proceeds  will  be  considered  taxable  income.  (T. 
D.  2690;  art.  98.) 

^'Txipa  less  than  80  milee." 

The  phrase  ''for  trips  less  than  30  miles, ' '  as  used  in  subdivision  (c)  of  section  500 
of  the  act  of  October  3,  1917,  in  connection  with  commutation  ana  season  tickets, 
means  for  lees  than  30  constructive  mi)ee  in  instances  where  the  rate  for  transporta- 
tion is  fixed  on  the  constructive  mileage.    (T.  D.  2676;  Mar.  18,  1918.) 

•IJnited  States." 

The  term  ''United  States,''  as  used  in  Title  V  of  the  act  of  Octobers.  1917,  means 
only  the  States,  Alaska,  Hawaii,  and  the  District  of  Columbia.  (T.  D.  2676;  Mar. 
18,  1918.) 

The  term  "United  States,"  as  used  in  war  excess-profits  tax  regulations,  (when 
used  in  a  geographical  sense)  means  only  the  States  thereof,  Alatska,  Hawaii,  and 
the  District  of  Columbia,  and,  unless  otherwise  indicated  by  the  context,  term  will 
be  deemed  to  be  used  only  with  this  scc^e  or  meaning.    (T.  D.  2694;  arts.  1,  4.) 

*' United  States,"  as  used  in  r  guiations  No.  38  (revised),  includes  the  States,  the 
Tezritories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia.  (T.  D.  2750,  art. 
24;  Aug.  9, 1918.) 

•HTocatlon.'* 

"Vocation  "  is  defined  as  the  occupation  or  pursuit  to  which  one  devotes  his  time 
or  life;  a  calling.    (T.  D.  2690;  art.  8.) 

«<Worthle88  debt." 

"Worthless debt,"  as  contemplated  by  the  income-tax  law,  is  one  which  has  been 
actually  ascertained  to  be  worthless  and  charged  ofif  within  taxable  year.  (T.  D 
2690;  art.  8.) 

WORK  Ain>  LABOB. 

See  *  'Master  and  Servant. ' ' 

Contracts  for  services — Stamp  tax. 

(  ontracts  for  performance  of  services  are  not  subject  to  stamp  tax.  CT,  D.  2699; 
Dec   3,  1917.) 
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Labor  organizationB — Capital  stock  tcuc. 

Labor  organisatioDB  are  apecificaily  exempt  from  tax  imposed  by  section  407  of 
the  act  of  September  8. 191G.    (T.  D.  2382 ;  Oct.  19, 1916.    T.  D.  2750,  srt.  12 ;  Aug.  9, 

1918.) 

Inoonie  taxes. 

Labor  oiganizations  are  exempt  from  tax  without  condition;  collector,  being 
satisfied  that  oiganization  comee  \(nthin  exempted  class,  is  authorized  to  eliminate 
it  from  his  list  and  relieve  it  from  ne(*ef«ity  of  making  returns.    (T.  D.  2690;  art.  68.) 

WORTHLESS  DEBTS. 
Definition. 

WcMTtfalesB  debt,  as  contemplated  by  the  income-tax  law  and  which  may  be  deducted 
in  return  of  income,  is  one  which  had  been  actually  ascertained  to  be  worthless  and 
chaiged  off  within  taxable  year.     (T.  D.  2690;  art.  8.) 

Ineoma  taxes — ^Deductions. 

See* 'Income  Taxes  (Corporations)";  **Income  Taxes  (Individuals)." 

Y.  M.  C.  A. 

Excise  tax  on  boats  used  by. 

Boat  used  by  Y.  M.  C.  A.  in  transporting  its  religious  workers  and  otheis  is  not 
ussd  for  trade,  but  for  other  serious  purposp,  and  is  subject  to  tax  imposed  by 
section  603  of  the  act  October  3,  1917.     (T.  D.  2753;  Aug.  23,  1918.) 

Occupational  taxes — Pool  tables,  etc. 

Pool  tables  and  bowling  alleys  are  exempt  under  act  of  September  8, 1916,  if  tax 
would  fall  upon  State  treasury;  otherwise  tax  is  due  on  account  of  pool  tables  and 
bowling  alleys  in  State  armories,  etc.,  and  also  in  Y.  M.  C.  A.  buildings.  (T.  D. 
24627Feb.  16,  1917.) 

TEA8T. 
Com  used  in  manufacture. 

Where  distiller  is  primarily  and  essentially  a  manufacturer  of  yeast  he  may  use 
such  quantity  of  sound  corn  as  may  be  necessarv  to  meet  legitimate  demands  of  his 
trade,  provided  he  first  obtains  written  consent  of  Oonunissioner  of  Internal  Revenue. 
(T.  D.  2642;  Jan.  28,  1918.) 

Surveys  of  distilleries. 

Instructions  relative  to  making  survevs  of  distillenes  using  the  filtration-aeration 
process  and  operating  on  the  sweet-masn  principle  for  the  commercial  manufacture 
of  yeast  only.    (T.  D.  2393;  Oct.  7,  1916.) 

ZOOLOaiCAL  PARKS. 
Admissions. 

Admiaaions  to  miblic  zoological  parks  and  other  entertainment  enterprises  con- 
ducted by  or  under  direction  of  Government  or  State,  or  political  subdivision  of 
either,  are  not  toxable.    (T.  D.  2681 ;  Mar.  26, 1918.) 
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